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United States Energy Industry Partnership Program 

Background 

In 1992 the United States Agency for International Development (USAID) requested the partic~pation of the Umted 
States Energy Association (USEA) in a series ofdefinitional missions to determine the scope of the United States 
Government assistance effort in the energy sector of the New Independent States @'IS) oftheFormer Soviet Union. 
Recognizing that a reliable and efficient energy sector is essential to maintaining political stability, encouraging 
economic development, and advancing the transition of command to market economies, USAID and USEAjointly 
developed the Energy Industry Partnership Program to establish non-commercial U.S./NIS utility partnerships to 
facilitate a fluent exchange of information, transfer free market business concepts and practices, and promote 
privatization. 

The objectives of the Energy Industry Partnership Program are to: 

Develop longstanding cooperative relationships among U.S. and NIS companies to promote technology 
transfer and management cooperation; 

Assist the NIS energy companies to Lmprove thelr managerial performance by providing access to m o r  1J.S 
energy illdusky parsoruiel; 

Introduce market-based planning for utilities by convening seminars and by disseminating information to U.S. 
education programs; 

Ident6 technology needs of the NIS companies and disseminate information on U.S. technologies; 

. Provide U.S. energy industries with information on investment opportunities in the NIS as well as business 
practices, contacts, and customs in order to develop mutually beneficial relationships. 

USAID Cooperative Agreement number CCS-002-A-00-2080-00, dated September 29, 1992, provides to the 
United States Energy Association (USEA) the sum of $23,627,198 towards a program with a total estimate to the 
U.S. Government of $3 1,299,3 10. These funds are to support the establishment, implementation, and development 
of energy partnerships in the Newly Independent States of the Former Soviet Union. 
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United States Energy Industry Partnership Program 

Russian Federation 

1. Investment, Financing and Accounting Systems Executive Exchange Program 
December 11-18,1999 

The United States Agency for International Development (USAID) through its managingpartner, the United States 
Energy Association, (USEA) has begun implementation of Business Development Through Energy Partnership 
Program for Irkutskenergo and Novosibirskenergo. The Russian partner utilities have preliminarily selectedfocus 
areas to concentrate their efforts in the program as well as drafted annual workplans for each focus area to be 
further discussed and finalized with their U.S. counterparts. This exchange visit allowed delegates from 
lrkutskenergo and Novosibirskenergo to meet with representatives of CINergy to discuss investment issues, 
accounting systems, and government regulation of the power industry. Additionally, areas of customer service and 
metering and billing were covered. The intent of this exchange was to give the Russian Utilities exposure to 
CINergy and make the fust steps toward an on-going partnership. 

. Started the process of familiarization of the Russian utilities with U S. business experience in the power sector in 
accordance with the annual workplans of the Russian utilities; . Discussed investment and finance issues pertaining to Novosibirskenergo and Irkutskenergo; 

a Discussed customer-utility interaction including a tour of one of CINergy's customer service centers; and . Discuss possibilities of establishmg partnerships between U.S. and Russian utilities. 

The agenda is submitted as Attachment 1 

2. Seminar on Procurement and Project Management 
April 29 - May 6,2000 

Pennsylvania Power and Light conducted a three-day seminar on procurement and project management. The 
seminar focused on project management, specifically, minimizing management and expanding the sphere of 
control managers and workers have in any given project. This allows people to make decisions more efficiently 
and more quickly by eliminating unnecessary "chain of command issues. The procurement portion of the 
exchange focused on corporate structure, centralizing the purchasing department, and the importance of a 
udied accounting system. The delegation also met with the Vice Governor of the Irkutsk Oblast. 

Accomplishments: 

8 Began the process of familiarization of Irkutskenergo and Novosibirskenergo with U S. business experience in 
the power sector in accordance with the annual workplans of the Russian utilities; 

E Discussed Pennsylvania Power & Light's approach to project management and procurement specifically 
focusing on those areas that can later be implemented by Irkutskenergo and Novosibirskenergo; and 

E Discussed future activities. 

The agenda is submitted as Attachment 2 and the corresponding trip report as Attachment 3. 
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3. Edison Electric Institute Electricity: the New Millennium Conference & Exposition 
and Electricity exports Study Tour 
June 17-24,2000 

Delegates from Novosibirskenergo and Irkutskenergo attended the Edison Electric Institute conference Electricity: 
the New Millennium in Montreal Canada. The conference stressed the importance of adapting and succeeding in a 
restructured energy market. Participants were also given the opportunity to closely interact with their peers in the 
energy industry. Following the conference, delegates spent a half-day at Salomon, Smith & Barney in Manhattan, 
NY discussing financing and investment issues concerning utilities. The delegation continued discussion of 
procurement and project management with Pennsylvania Power & Light, topics that were discussed in Irkutsk in 
May. At the conclusion of the trip, delegates met with FERC and DOE and discussed cross border power trade. 

Accomplishments: 

Learned c b ~ u i  chmges in the energy cector 2r.d v h a t  the!/ mean to uti!ities today; 
Interacted with colleagues in the energy industry from around the world; . Continued discussions with Pennsylvania Power & Light on project management and procurement specifically 
focusing on those areas that can later be implemented by Irkutskenergo and Novosibirskenergo; . Discussed cross border energy trade; and 
Discussed future activities. 

The agenda is submitted as Attachment 4. 

Ukraine 

1. Training Program on Commercialization: Accounting, Fiance and Budgeting in Gliwice, Poland 
October 24-30,1999 

Representatives from Ukrainian distribution companies traveled to Gliwice on October 24-30, 19.99. In 
Gliwice the participants were housed at the Gliwice training facility where they engaged in a series of lectures 
and training sessions to support the objectives of this visit. Fonnal training and lectures were supplemented by 
observational visits to the facilities and offices of the electric company, which afforded maximum interaction 
between the Polish and Ukrainian colleagues. At the conclusion of the training program, future activ~ties were 
discussed. 

Accomplishments: 

Examined the Polish power sector, including the reform process and restructuring results; . Discussed accounting conversion and finance procedures; . Discussed the taxation of fmancial and commercial activities of distribution companies; . Discussed financial planning and budgeting, methods of financial forecasting and predicting trends; and 
Planed activities for fiscal year 2000. 

The agenda is submitted as Attachment 5 

2. Pennsylvania Power &Light / Centrenergo 
Corporate Finance Executive Exchange Visit 
October 24 through November 6,1999 

This Exchange visit was the fourth activity under an ongoing twinning project which aims to provide personnel 
training in areas of general management, fmancial management, accounting, environmental management and 
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fuel market operations (procurements). A two week seminar on financial issues was conducted that focused in 
greater detail on the issues discussed at Centrenergo in September. Additionally, delegates were given an 
opportunity to see first hand how PP&L, Inc. practices its fmancial functions. 

Accomplishments: 

. Examined the Polish power sector, including the reform process and restructuring results; . Discussed accounting conversion and finance procedures; 
Discussed the taxation of financial and commercial activities of distribution companies; . Discussed financial planning and budgeting, methods of financial forecasting and predicting trends; and . Planned activities for fiscal year 2000. 

The agenda is submitted as Attachment 6 

3. Kentucky Utilities/k)lniproenergo 
Human Resources and Corporate Communications Seminar 
November 1-6,1999 

Dniproenergo has requested that the topics of human resource management and corporate communications be 
major focus areas for FY 2000. These topics have not been addressed in previous partnership activities and 
are of increasing importance to Dniproenergo as it continues the privatization process. This seminar focused 
on the organizational structure of a U S. human resources department and its roles and responsibilities within 
the organization. Human resources discussions focused on personnel policies, job descriptions and functions, 
salary requirements, hinng and firing procedures and employee benefits. 

Accomplishments: 

. Provided Dniproenergo with information on how a U.S. electric utility manages its human resources including 
employee benefits, job descriptions, salary requirements and hiring and firing procedures; . Provided Dniproenergo with ~nformation on how a U. S. electric utility manages its corporate communications 
including internal employee communications, external public relations, government relations and investor 
relations; 
Discussed financial issues from previous partnership activities; and . Planned future activities for fiscal year 2000. 

The agenda is submitted as Attachment 7.  

1. First Energy Corporatio~arkivobleoergo 
Metering, Billing & Collections Seminar 
November 1-6,1999 

The initial partnership exchange visit for Kharkivoblenergo management was organized in September 1999. 
The main objectives of this visit were to give Kharkivoblenergo's upper management an opportunity to learn 
more about First Energy Corp. and gain first hand information about utility operations and market conditions. 
The purpose of this visit is to allow the prospective partners to learn more about each other, give First Energy 
the opportunity to visit Kharkivoblenergo's facilities and to strengthen personal ties between the upper 
management of the two companies. 

Accomplishments: 

. Discussed metering issues including meter support & testing, meter data collection & management, meter 
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repair & calibration and diagnostic testing; . Discussed customer Service including organization of customer services departments, customer's nghts and 
responsibilities, personal communication with customers and establishing new accounts; 
Discussed Community affairs including public relations, assistance programs and economic development; and 

e Toured Kharkivoblenergo's facilities including the sales department, customer service center, dispatch center 
and a substation. 

The agenda is submitted as Attachment 8 and the corresponding trip report as Attachment 9. 

5. Pennsylvania Power &Light I Centrenergo 
Corporate Accounting Exchange Visit 
November 6-20,1999 

This activity will be the fourth activity under the twining project. A two-week seminar on accounting issues was 
conducted in September for senior accounting representatives of Centrenergo. A delegation of these 
representatibes traveled to the U.S. to continue the discussion initiated during the seminar. The visit provided 
participants an opporhmty to see how PP&L, lnc. practices accounting as well as learn about the U. S, electnc 
utility accounting process. The exchange visit enabled Centrenergo to continue working toward improvements in 
its own accounting process. 

Accomplishments: 

. Discussed U. S. accounting procedures; 
Discussed the budgeting process, basic accounting (e. g., debits and credits, income statements, balance sheets, 
cash flow concepts, Public Utility Commission accounting requirements, FERC accounting methods, FERC 
requirements and management of accounting function (e. g., centrally or in the field departments); and 
Continued discussions initiated during the Accounting Seminar conducted in September at Centrenergo. 

The agenda is submitted as Attachment 10. 

6. Pennsylvania Power &Light I Kyivenergo 
Insurance Based Risk Management Seminar 
November 7-12,1999 

Kyivenergo has indicated insurance-based risk management as one of its major focuses of FY 2000. The 
consequences of technological and economic developments, and an increased complexity of labor relations in 
Ukraine has lead to increased production-related risk and consequently a need to set up an insurance 
mechanism to be able to compensate for those losses. Kyivenergo has already participated in the establishment 
of the Kyivenergo Non-Governmental Pension Fund that is organized as a closed joint-stock company. In 
addition, Kyivenergo plans to establish their own insurance company in the near hture. They have requested 
assistance with this from PP&L, Inc. This seminar enabled Kyivenergo to learn more about insurance-based 
risk management as it is utilized by U. S. utilities. 

Accomplishments: 

Studied the U. S. insurance market, its current status, future prospective of the market, and discuss legislative 
regulations of the insurance market; 
Learned about interactions between the U. S. power utilities and the insurance companies during the initial risk 
analysis stage, the contract execution stage and throughout the insurance contract; . Learned about the approaches to the provisions of the social services offered to the power utility employees as 
accident insurance, health insurance, and additional retirement benefits provided through non-government 

Annual Report - October 1999 through September 20000 5 



United States Energy Industry Partnership Program 

pension funds; and . Learned about the risk management mechanism utilized by U. S. power ut~lities and discuss its organizational 
structure, sources of funding with regards to these programs, and the development of the financial and 
economic feasibility study in support of implementation of insurance programs 

The agenda is submitted as Attachment 1 1 and corresponding trip report as Attachment 12. 

7. Metering, Billing & Collections Conference 
November 14-20,1999 

This conference gave Lvivoblenergo the opportunity to share its knowledge and experience acquired as a result of 
participation in the Energy Industry Partnership Program with other Ukrainian utilities. In addition, Gliwice 
Distnbution Company, which during the last several years hosted several activities organized by USEk for 
representatives of the Ukrainian power sector, will actively participate in the co~~fererice and share their experience 
in restructuring and commercialization of the Polish power industry. Over SO people frorn dirTerent dibbibui~on 
companies attended this conference. Kepresentatlves from Otter l'ai! Power, long-term IJ s l!tllip partners to 
ivivutiieucigu arid Ciunelleigu, WIG aisu uhi ;~diid iu t)iu'~iJe s w c ~ t l ; i i ~  ptl~p~cLi\s .  

Accomplishments: 

. Discussed how electric distribution companies in Poland have addressed metering billing and collection issues; . Discussed how U. S. electric utilities address metering, billing and collections issues; and 
D Discussed how electric distribution companies in Ukraine who have participated in the Energy Industry 

Partnership Program have improved their metering, billing and collections. 

The agenda is submitted as Attachment 13. 

8. Ohio Public Utilities Commission 1 Ukrainian National Energy Regulatory Commission 
Regulatory Issues Exchange Visit 
November 28 - December 4,1999 

This exchange visit is intended to provide the NERC delegation with an opportunity to examine in detail the 
functions of the Ohio Public Service Commission. The delegation learned first hand how a U.S. state 
regulatory commission is organized and structured as well as its roles and responsibilities. The delegation also 
had the opportunity to meet with electric and gas utilities regulated by the Ohio Commission. Additionally, the 
delegation met with the Federal Energy Regulatory Commission (FERC) to gain an overall understanding of 
the U.S. regulatory process. 

Accomplishments: 

. Discussed U.S. regulatory process in detail; and . Met with utilities regulated by PUCO to gain understanding of both sides of the regulatory process. . Met with FERC to discuss regulation on a federal level. 

The agenda is submitted as Attachment 14. 

9. Public Utility Research Center's 7* International Training Program on Utility Regulation & Strqtegy 
January 10-21,2000 

Participation in this training program provided the NERC delegation with an opportunity to examine the 
current structure of the U.S. electric utility regulatory system and learn what strategies U.S. electric regulatory 
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commissions are implementing to keep pace with all of the recent changes in the electric power industry. The 
program also provided an opportunity for the participants to interact with and learn from colleagues from over 
50 counties around the world. 

Accomplishments: 

8 Discussed worldwide reforms in the utility sectors; 
Discussed the fundamentals of economic regulation, specifically how to interpret and implement regulatory 
objectives; 

8 Discussed market reform in sector specific technology and business events; 
8 Discussed managing the regulatory process; 
8 Exchanged ideas and experience with representatives of utility regulatory bodies of 50 different countries, and 

Discussed future activities. 

The agenda is submitted as Attachment 15. 

iU. Utter rail Power / Crimenergo i Lvivobienergu 
U.S. Power Markets & Fundamentals of Bulk Power Purchase Agreements Executive Exchange Visit 
January 20-29,2000 

U.S. Power Markets & Fundamentals of Bulk Power Purchase Agreements Executive Exchange Visit was a 
new activity for both partners. Crimenergo and Lvivoblenergo requested this topic due to the ongoing 
privatization and developments of power pool markets in Ukraine. The visit provided Crimenergo employees- 
with an opportunity to learn how issues pertaining to bulk power purchase agreements are typically resolved in 
the United States. During the visit, they discussed systems operations such as dispatching, computerized 
energy management system (EMS) and its operations, wholesale (bulk) marketing, Mid-Continent Area Power 
Pool operations and relationship with Otter Tail in the market power pool business, wholesale/retail gas 
marketing, and bilateral contracts. The newly acquired knowledge gained from th~s  visit, enabled Crimenergo 
to understand in greater detail how power markets work in the U.S. and how this can knowledge can be 
transferred to Ukraine. 

Accomplishments: 

Discussed the U.S. power market structure, fundamentals of wholesale (bulk) marketing, and bilateral 
contracts; 

8 Learned about system operations at Otter Tail Power (e.g., dispatching, scheduling, storm management, 
construction coordination, system metering, and OTP-MAPP relationship); 

8 Learned about Mid-Continent Area Power Pool (MAPP) and how it operates; 
L Identified items which Crimenergo and Lvivoblenergo can implement in their operations; and 
D Discussed future activities. 

The agenda is submitted as Attachment 16. 

11. Pennsylvania Power & Light / Kyivenergo 
Insurance-Based Risk Management Executive Exchange Visit 
February 3-12,2000 

This exchange visit was a follow-up activity to a seminar held last November in Kyiv. Kyivenergo executives 
responsible for the implementation of insurance programs traveled to PP&L, Inc. to learn about the insurance 
and risk management operations of a U.S. electric utility in more detail. The program for h s  activity included: 
introductory meetings with USAID and USEA to discuss the purpose and expectations of the exchange visit 
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and a series of meetings, discussions, and presentations at PP&L, Inc. on the subjects of U.S. utility insurance- 
based risk management. Also included were topics on types of insurances, current status of the insurance 
market, legislative regulations of the insurance market, different stages through the insurance contract, 
employee accident insurance, employee health insurance, employee retirement benefits, insurance against 
foreign economic activities risks, insurance on major construction projects, utility-insurance broker 
relationships, as well as other issues. 

Accomplishments: 

8 Studied the U.S. insurance market, its current status, future prospective of the market. and legislative 
regulations of the insurance market; 

8 Learned about interactions between U.S. power utilities and the insurance companies during the initial risk 
analysis stage, the contract execution stage and throughout the insurance contract; 

8 Learned about employee benefits including accident insurance, health insurance, and additional retirement 
benefits provided through non-government pension h d s ;  

a Learned about the nsk management mechanism utilized by U S. power utilities and discuss its organizational 
structure, sources of fmding, and the development of financial and economic feasibility studies in support of 
unple~ilenting insurance programs; 

E To ldentlfy insurance-based risk management procedures that could be implemented by Kyivenergo; and 
8 Discussed future activities. 

The agenda is submitted as Attachment 17 

12. Elements of Competitive Power Markets Seminar 
February 15-17,2000 

This seminar focused on the success of market reform and privatization due to the use of proper market 
structure mechanisms by creating an investment climate that supports capital expansion and top quality 
management. Experts from Europe and North America shared their expertise and experiences in dealing with 
these issues and discussed the mechanisms necessary to do this in detail. The focus of seminar was the 
importance of a viable market structure that could provide (1) independent corporate governance and 
regulation, (2) a robust physical market for power, (3) financial (forward) markets for trading, and (4) 
investment for needed facilities. The ultimate goal of this seminar was to provide the impetus to create well- 
designed electric markets that are robust, competitive trading and a deep liquid cash market to support power 
industry expansion. 

Accomplishments: 

8 Discussed the design philosophy and evolution of the wholesale market, what bilateral contract and spot market 
mechanisms are used for trading, what the intended role of the system operator is expected'to be, and what 
settlement procedures are used; 
Addressed how different wholesale markets approach competition and privatization needs; 

m Explained the competitive market structure elements to show how these concepts work in practice, specific 
topics including, bilateral trading, arbitrage between markets, use of spot markets, trading or transmission 
contracts, congestion prices, and ancillary services; 

m Explained how preferred market concepts send price signals, allocate supply, ration demand, and trigger 
investment; 

8 Discussed the importance of a self-governing structure for wholesale market operations and billing, as well as the 
appropriate interaction with regulators and policy makers in establishmg market rules, 

= Discussed the correlation of the privatization conditions, market mechanisms, and wholesale unbundling; and 
Discussed fiture activities. 
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The agenda is submitted as Attachment 18 

13. First Energy Corporation I Kharkivoblenergo 
Corporate Management and Information Systems Executive Exchange Visit 
March 2-11,2000 

FirstEnergy hosted a series of meetings, discussions and presentations on their regional dispatch organization, 
in particular, a review of their Dispatch Service Manual to help Kharkivoblenergo update their own manual. 
Most of the meetings were held in Cleveland, OH at FirstEnergy's Northern Region Headquarters as well as 
other FirstEnergy locations. This activity concluded with an orientation meeting at U.S. Energy Association m 
Washington, DC covering an overview of the partnership program and objectives of this exchange visit. The 
delegation also met with the Ukraine Ambassador to the United States to discuss the partnership program and 
future U.S.-Ukraine exchanges. 

Accomplishments: 

. Learned about FirstEnergjr's regional disp~tch organization, in particular, to review FirstEnergy's Dispatch 
Service blmuaI iii gicobl Jeiaii hi ul~lzi to Lclp Khulivublenergu update their own manual; . Discussed FirstEnergy's Information System (IS) soharehardware and identified IS software which 
Kharkivoblenergo could procure; 
Familiarized Kharkivoblenergo with the International Accounting Standards (IAS) and main theories behind 
IAS as implemented by FirstEnergy. (Kharkivoblenergo is planning to introduce IAS by June 2000); and . Discussed f future activities. 

The agenda is submitted as Attachnient 19. 

14. Kentucky Utilities I Dniproenergo 
Organizational Managementlcorporate Communications Exchange Visit 
March 19-25,2000 

Senior representatives from Kentucky Utilities conducted an introductory seminar on Organizational 
Management and Corporate Communications for Dniproenergo last November in Zaporozhia, Ukraine. Over 
sixty managers from most of the departments within the company were in attendance. This was the first activity 
to cover these subjects under the partnership and served as a general introduction to how these functions were 
organized and operated by a U.S. electric utility. This exchange visit was designed to allow senior executives 
and managers involved in corporate communications and personnel issues see first hand how these functions 
operate in a U.S. electric utility. Topics discussed included staffing requirements, internal and external 
recruiting, payroll functions and operations, employee benefits, employee development, and how a U.S. utility 
is typically organized into departments. 

Accomplishments: 

. Provided Dniproenergo with information on how a U.S. electric utility manages its human resources including 
employee benefits, job descriptions, salary structure, and hiring and firing procedures; 

o Discussed the various organizational structures of U.S. electric utilities and how they work together as one 
company; 
Discussed employee benefit programs and their development and implementation; 

@ Provided detail as to how the various management levels work together and the various levels of accountability; 
Provided Dniproenergo with information on how a U.S. electric utility manages its corporate communications 
including internal employee communications, external public relations and customer relations, government 
relations and investor relations; and 
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a Determined future activities and deliverables for FY 2000. 

The agenda is submitted as Attachment 20. 

15. Pennsylvania Power & Light I Centrenergo 
Fossil Fuel Procurement Executive Exchange Visit 
March 18-3 1,2000 

This exchange visit was the sixth activity under the twinning project. A two-week semlnar on Fossil Fuel 
Procurement issues was conducted in Ukraine, in September 1999 for senior representatives of Centrenergo. 
A delegation of these representatives traveled to the U.S. to continue the discussions initiated during that 
seminar. The discussions focused on fossil fuel procurement in greater detail and the visit provided an 
opportunity to see first-hand how PP&L, inc. practices its fuel procurement functions. Topics discussed dunng 
the ten-day program included the organization of PP&L, Inc.'s fuel procurement departments including 
positions and responsibilities; the identitication, classification, and qualifications of fuel suppliers: types of 
contracts; the solicitation process; the evaluation process; pricing; the delivery process and the determination nf 
the quality of the fuel. In addition, there were several site visits including trips to coal and gas power plants; 
oil/gas pipelines; oil refuieries; arid the hew k - o r ~  Mercantile Exchange. 

Accomplishments: 

Provided an opportunity for Centrenergo commercial representatives to see how PP&L, Inc. operates its fuel 
procurement departments; 

a Examined in detail PP&L, Inc.'s procedures for developing, analyzing and implementing fuel procurement 
contracts; 

a Continued discussions initiated during the Fossil Fuel Procurement Seminar conducted September 26-October 
I ,  1999 at Centrenergo; and . Determined future activities and deliverables. 

The agenda is submitted as Attachment 2 1. 

16. Pennsylvania Power & Light I Centrenergo 
Environmental, Health & Safety Seminar 
April 1-15,2000 

This activity consisted of discussions on two major topics: environmental compliance and safety and health 
practices. Environmental compliance discussions focused on the role of the federal, state and local government 
regulatory agencies involved with the environment; the policies and laws imposed by these agencies which 
include the Clean Air Act; the Resource Conservation & Recovery Act; laws on air quality control; solid waste 
management; and oil pollution. In addition, PP&L, Inc. addressed how they comply with these policies. Safety 
and Health discussions focused on the role of the Occupational Safety & Health Administration (OSHA); its 
rules and policies; and how a U.S. electric utility complies with these policies; the state and local government 
regulatory agency policies on safety and health and how a U.S. utility complies with these. In addition PP&L, 
Inc. discussed the corporate safety and health programs they implemented including training programs, job 
safety analysis, accident investigation, hazard recognition and self-inspection. 

Accomplishments: 

• Learned about the U.S. federal, state and local government environmental regulatory agencies and policies and 
how a U.S. electric utility complies with all of the environmental regulations; . Learned about the U.S. federal, state and local government safety and health agencies 
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. Learned how a U.S. electric utility complies with the policies of federal, state and local governments; and . Continued the development of a workplan of activities for the remainder of the twinning project. 

The agenda is submitted as Attachment 22. 

17. Otter Tail Power 1 Crimenergo I Lvivoblenergo 
U.S. Power Markets, Bilateral Contracts & Public Relations Executive Exchange Visit 
April 20-30,2000 

The program of this activity included a series of meetings, discussions, and presentations at Otter Tail Power 
Company regarding U.S. power markets, fundamentals of bulk power purchase agreements, bilateral contracts 
and public relations. The delegation also met with Mid-Continent Area Power Pool (MAPP) and Minnesota 
Public Utility Commission in Minneapolis The exchange concluded with a debriefing at the U.S. Energy 
Association covering an overview of the partnership program, objectives of this exchange visit and a meeting 
with the Embassy of Ukraine to discuss ncw U.S.-Ukraie initiatives. 

Accomplishments: 

Learned in greater detail about the U.S. power market structure, fundamentals of wholesale (buk) marketing, and 
bilateral contracts; 
Studied the structure and responsibilities of the Mid-Continent Area Power Pool (MAPP) and Minnesota Public 
Utility Commission; 
Learned about Otter Tail Power's Public Relations Department; and . Identified items that Crimenergo and Lvivoblenergo can implement in their operations. 

The agenda is submitted as Attachment 23 

18 Pennsylvania power & Ligbtl Centrenergo 
Strategic Planning & Business Planning Seminar 
May 12-26,2000 

This activity consisted of discussions and workshops that focused on business development and strategy. 
PP&L Corporation discussed how they develop, approve and implement key business initiatives in order to 
compete and thrive in the turbulent U.S. electric utility industry. Centrenergo is facing similar uncertainty and 
instability in the Ukraine energy sector and desires to learn from PP&L Corporation's experience. Materials 
were presented as a series of overviews and presentations on the basic elements of strategic planning including 
external and internal organizational scanning; identifying opportunities and threats; establishing strategic 
direction; developing vision statements; and evaluating progress. These discussions were complemented with 
workshops where the Centrenergo participants had the opportunity to creafe sample strategic plans and 
business plans and to receive an ongoing critique from the PP&L Corporation instructors. 

Accomplishments: 

m Discussed accomplishments of the partnership; 
m Discussed the role of international investors, partners and banks; 

Discussed the importance of the partnership both to PP&L and Kyivenergo; and 
w Discussed future relations between PP&L and Kyivenergo. 

The agenda is submitted as Attachment 24. 
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19 Pennsylvania Power & Light/ Kyivenergo 
PP&L/Kyivenergo Partnership Graduation Ceremony 
May 16-20,2000 

Graduation ceremonies were held for the partnership between PP&L Corporation and Kyivenergo, which is 
sponsored by the United States Agency for International Development (USAID) and the United States Energy 
Association (USEA). The partnership, which was initiated in 1993, was the first one established for Ukraine. 

Robert Grey, Senior Vice President, General Counsel, and Secretary for PP&L Corporation, and Joseph Mezlo, 
Director of International Business development, represented PP&L Corporation during the ceremony. Ivan 
Platchkov, General Director for Kyivenergo, represented Kyivenergo. The ceremony was held during the 
Regional World Energy Council (WEC) European Energy Forum "KYIV-2000". 

During the past six and one half years the partnership has completed 24 activities including 13 exchange visits 
of senior Kyivenergo executives to the U.S., eight seminars in Kyiv, and three month-long internships at PP&L 
Corporation. 

Topics discussed during these prcrgarns uiciudeu genertti utility management issues, accoul.ltmg, iinar~ce, 
safety, investor relations, project management, public relations and risk management. Many positive 
organizational changes have occurred within Kyivenergo that can be attributed to partnership activities. These 
results include the following: 

1 Creation of a safety manual based on the model used at PP&L, Inc. that led to a sigdicant reduction in the 
number of accidents and fatal injuries on the job; 

2. Improved meter reading schedules and procedures based on PP&L, Inc. has led to a significant reduction in the 
percentage of uncollected debts; 

3 .  Conversion to Western accounting standards and procedures has led to more accurate financial reporting and 
consequently more interest from outside investors; 

4. Implementation plan and development of policies and procedures for new public relations department; 
5 .  Improved project management and procurement procedures have assisted in the managing of a $200 million 

World Bank Loan to upgrade district-heating facilities; and 
6 .  Promotions of partnership participants to higher positions of responsibility and authority including Ivan 

Platchkov, Vladimir Gomonay, Nickolai Ratchin, and others. 

Accomplishments: 

Discussed accomplishments of the partnership; 
m Discussed the role of international investors, partners and banks; 
m Discussed the importance of the partnership both to PP&L and Kyivenergo; and 
s Discussed future relations between PP&L and Kyivenergo. 

The agenda is submitted as Attachment 25 and Corresponding USEA Spotlight as Attachment 26. 

20. Pennsylvania Power & Light I Centrenergo 
Strategic Planning & Business Planning Executive Exchange 
June 16-25,2000 

This activity was a follow-up to a seminar conducted at Centrenergo in May on business and strategic planning. 
During that seminar, PP&L and Centrenergo initiated the development of an overall strategic plan for 
Centrenergo. This exchange visit continued the discussions of the seminar and showed in greater detail the 
strategic planning procedures Utilized by PP&L Corporation. The delegates completed a strategic plan for 
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Centrenergo at the end of the weeklong program. In addition, PP&L Corp and Centrenergo continued the 
discussions on how a company develops and implements a business plan. PP&L personnel responsible for the 
PPL Corp business plant gave presentations on how they develop and initiate business plans for PP&L 
Corporation. They worked closely with the Centrenergo delegation, assisting them in developing a workable 
organizational business plan for Centrenergo. 

Accomplishments: 

a Learned the methods a U.S. electric utility uses to develop and implement key business development strategies; 
a Completed the development of a strategic plan and a business plan for Centrenergo; 
rn Met with many of the significant departments and personnel that directly influence PP&L's overall corporate 

strategy; and 
Discussed how a U.S. electric utility audits the progress of its plans and how it responds to unexpected 
scenarios. 

The agenda is suhrnitted as Attac,h.ment ?7  

21. Ohio Public Utilities Commission 1 Ukrainian National ]Energy Regulatory Commission 
Energy Markets, Legal Issues, & Public Participation Seminar 
June 25-30,2000 

This seminar was intended to provide UNERC with dormation on how PUCO is preparing to regulate in the 
new competitive energy market in Ohio. This new market is scheduled to go into effect in January 2001. 
PUCO's policy and procedural changes will be of value to UNERC as they continue to develop new rules in a 
similar changing competitive environment. In addition, discussions focused on PUCO's legal structure and 
legal procedures including the establishment of the independence of the commission from all government and 
company interests. This too is important to UNERC as they continue the struggle to keep their autonomy from 
the government. The program also focused on the role of the public consumer in the regulatory process. 
Presentations focused on the right of the consumer to participate in the regulatory process. The consumer 
complaint process was discussed including the public hearing process, and the right to be heard during all 
discussions on rate increases. 

Accomplishments: 

8 Exchanged dormation on the organization and administration of a U.S. state public utilities commission 
including its roles and responsibilities; 

8 Learned how PUCO is changing to accommodate the newly competitive energy market of Ohio that is 
scheduled to operate in 200 1 ; 

a Detailed the rights of the consumers and their role in Commission activity including the consumer compla~nt 
process and the public hearing process; 

8 Evaluated the partnership activities to date; and 
8 Determined UNERC's future needs and how they can be addressed in future activities. 

The agenda is submitted as Attachment 28. 

22. AES CILCO I Kievoblenergo 
Initial Partnership Activity 1 Partnership Signing Ceremony 
July 23-28,2000 

This activity was the first activity under a new partnership between AES CLCO and Kievoblenergo. The 
purpose of visit was to allow the prospective partners to learn more about each other, to give the AES CILCO 
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delegation an opportunity to visit Kievoblenergo's facilities and to strengthen personal ties between the upper 
management of the two companies. The program of this activity included introductory meetings between the 
senior management of AES CILCO and Kievoblenergo, meetings with the USAID Mission in Kiev; a 
Partnership Program Signing Ceremony between AES CILCO. Kievoblenergo and U.S Energy Assoc~at~on; 
and the development of a FY 200 1 workplan. 

Accomplishments: 

w Signed partnership agreement between AES CILCO, Kievoblenergo and U.S. Energy Association; 
w Assessed needs to be addressed under the new partnership; and 
rn Developed a workplan of activities for FY 200 1.  

The agenda is submitted as Attachment 29 

23. Otter Tail Power / Lvivoblenergo 
Lvivoblenergo International Partnership Summit 
Jury 26-30, zouo 

Lvivoblenergo hosted a summit of all of their international partners including Otter Tail Power. The purpose 
of the summit was to learn about the work that has been accomplished by each of the international partners and 
to develop activity workplans that build upon the work of each partner. The program of this activity Included 
the Partnership Summit, a tour of Lvivoblenergo facilities; a discussion of the major issues facing 
Lvivoblenergo; a summary of Partnership accomplishments; and development of a FY200 1 workplan. 

Accomplishments: 

Learned about the work of all of Lvivoblenergo's international partners; 
Discussed partnership accomplishments; and 

w Developed FY 2001 workplan activities. 

The agenda is submitted as Attachment 30. 

24. Kentucky Utilities / Dniproenergo 
Initial partnership Activity / Partnership Signing Ceremony 
August 24 - September 2,2000 

Dniproenergo has expressed interest in learning about the process of creating direct bilateral contracts with 
their consumers in order to by-pass the Ukraine energy market. The purpose of this activity was to introduce 
the methods by which Kentucky Utilities enters direct bi-lateral contracts with consumers. Kentucky Ut~lities 
discussed how it identifies consumers, how they negotiate contracts, and how they author actual bilateral 
agreements. In addition, Kentucky Utilities reviewed a standard bilateral contract template that has been 
developed by the Edison Electric Institute (EEI) and provides some conformity to the bilateral contractual 
process. In conjunction to discussions on bi-lateral contracting, Dniproenergo also learned how Kentucky 
Utilities complies with the stringent environmental protection provisions imposed on their generating stations. 
The delegation met with the Kentucky Utilities environmental protection department and also visited one of 
Kentucky Utility's largest generating facilities to examine fwst-hand the environmental controls equipment. In 
addition, Kentucky Utilities discussed how they work with the media to create a positive image with consumers 
regarding their environmental protection programs. 

Accomplishments: 
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8 Provided Dniproenergo with information on how a U.S. electric utility enters into direct bilateral contracts wlth 
consumers, the contract negotiation process, and writing contracts; 

8 Discussed the environmental protection requirements that are imposed on U S. electric utilities, the necessary 
plant equipment and the environmental compliance procedures; 

rn Discussed how a U.S. electric utility effectively communicates its environmental policies to the public, 
Identified potential deliverables; and 

8 Discussed future activities. 

The agenda is submitted as Attachment 3 1 

25. Otter Tail PowerICrimenergo 
U.S. Power Markets & Bilateral Contracts Seminar 
September 12-15,2000 

This activity was a follow-up to previous visits in January and April. It entailed a continuation of discusslens 
on U S, power markets, bilateral contracts and the methods by which Otter Tail Power deals with current 
changes and challenges. The program of this activity included a meeting w~th USAID MissionKy~v to discuss 
future activities and deliverables and a meeting with Crimenergo management to learn about the current 
situation at Cnmenergo. The delegation also visited one of Crimenergo's regional enterprises, Yalta Electnc 
Network. The seminar on U.S. power markets and bilateral contracts included discussions on U.S. power 
markets, bilateral contracts, wholesale power marketing, regulation, Computerized Energy Management 
System (EMS), relations with customers/suppliers, pricing, and risk management. 

Accomplishments: 

8 Discussed the U.S. power market structure, fundamentals of wholesale (bulk) marketing, and bilateral 
contracts; 

8 Identified items that can be implemented by Crirnenergo in its operation; and 
8 Discussed future activities. 

The agenda is submitted as Attachment 32. 

26. Pennsylvania Power & Light I Kyivenergo 
Initial partnership Activity 1 Partnership Signing Ceremony 
September 19,2000 

During the past 6-% years the Pe~sylvania Power & Light / Kyivenergo partnership has completed 24 
activities including 13 exchange visits of senior Kyivenergo executives to the U.S., 8 seminars in Kyiv, and 3 
month-long internships at PP&L Corporation. Topics discussed during these programs included general utility 
management issues, accounting, finance, safety, investor relations, project management, public relations and 
risk management. Many positive organizational changes have occurred within Kyivenergo that can be 
attributed to partnership activities. Although the initial partnership concluded in May 2000, PP&L and 
Kyivenergo recognize the importance of continued interaction between the two companies. To this end, they 
have entered a new partnership, which was formally initiated by this partnership signing. This new 
partnership, entirely self-funded by PP&L and Kyivenergo, illustrates the sustainability of the partnership as 
well as the level of importance the partnership has for its partners. By continuing to bulld on the 
accomplishments of the past 6-% years, Kyivenergo can continue to gain knowledge from Pennsylvania Power 
& Light. 
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Accomplishments: 

8 Signed a partnership agreement between PPL and Kyivenergo; and 
8 Discussed fiiture activities. 

The agenda is submitted as Attachment 33. 

27. AES CILCO I Kievoblenergo 
Financial Planning, Forecasting & Budgeting Exchange Visit 
September 21-30,2000 

The purpose of this visit was to provide senior management from Kyivoblenergo with a detailed introduction to 
the U S. electric power sector and to the overall management structure of AES CILCO. The main focus of the 
vis~t was the subjects of financial planning, forecasting and budgeting. These toplcs are important for 
Kvivohlenergo as they contlnue the process of pnvatization. Potential investors will be looking very closelv at 
thc company's financial statistics and future faancia1 outlcok. It will be necessary for Kyivob!cn,-:go tc 
develop detailed budgets arid slratag~c plans baseci un sound iu~ancial p~incipics. The program oi his  ac t~r i~y 
included an orientation meeting at U.S. Energy Association covering an overview of the partnership program 
and objectives of this exchange visit, and a series of meetings, discussions, and presentations at AES CILCO 
on the subjects of financial planning as it relates to budgeting, including the revenue, expense, and consolidated 
budgeting procedures. In addition, AES CILCO provided a detailed introduction to the U.S. electric utility 
industry and organizational structure. 

Accomplishments: 

E Introduced the senior management of Kyivoblenergo to the U.S. electric power sector; 
M Provided a detailed overview of the overall organizational structure of AES CILCO; 
m Developed an understanding of the methods of forecasting and budgeting utilized by an investor owned electric 

utility; 
8 Studied the fmancial management procedures used by AES CILCO with a focus on budgeting; and 
m Discussed future activities. 

The agenda is submitted as Attachment 34. 

Moldova 

There were no exchanges in the 3 0 ~  quarter. 

Armenia 

1. Kentucky Public Service Commission/Armenia Energy Regulatory Commission 
Consumer Sewice Standards Advisory Mission 
December 8-17,1999 

Kentucky Utilities met with the Armenia Energy Commission to discuss consumer services as well as the rights and 
responsibilities of both consumers and utilities. Topics discussed included: programs for low-income assistance, 
consumer involvement in cases before the commission, the certification process, and insurance issues. The 
delegation was able to meet with the Agency for International Development Mission to the Caucasus to discuss and 
review the objectives energy program in Armenia and what USAID wishes to accomplish through the course of 
2000. At the conclusion of these meetings future activities for FY 2000 were discussed. 
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Accomplishments: 

I Discussed consumer services including low-income assistance. consumer involvement in commission cases and 
safety/insurance issues; 

a Met with USAID Caucasus Mission to discuss continued activities in Armenia, and 
I Discussed future workplan activities. 

The agenda is submitted as Attachment 35 and the corresponding trip report as Attachment 36. 

2. Delta Natural Gas Company I Yerevangaz I Armrusgasprom 
Managerial Exchange Visit On Accounting Methods and Rate Design 
March 25-April 1,2000 

This managerial exchange visit consisted of a review of Delta's customer servlce organization, an overview of 
De!tn's rates 2nd t d s  including pricicg f ~ r  subsidiaries, a review cf De!ta's recer,t rate case inc!udicg 51!nc 
requirements, an overview of Delta's collection efforts and a tour of Delta's gas storage field. 

Accomplishments: 

8 Study the methods used by Delta Natural Gas Company in pricing residential, commercial, and industry 
customers; 

I Determine specific methods, procedures, and technologies that can be implemented at Yerevangaz Distribution 
Company in order to improve the metering, billing, and collection process; and 

a Discuss procurement of meter seals by Delta for Yerevangaz. 

The agenda is submitted as Attachment 37. 

3. Kentucky Public Service Commission I Armenian Energy Regulatory Commission 
Managerial Exchange Visit On Safety Codes Standards & Two Part-Tariffs 
April 8-14,2000 

This activity included a tour of the Kentucky Public Service Commission's facilities; an overview of the role and 
responsibilities of the KPSC 's executive director; discussion on rate design; and in depth discussion on safety codes 
and standards including: compliance with safety code, roles of utilities and consumers, and penalties and fines. The 
Meeting concluded in Washington, DC where the delegation met with representatives of USAID to review the 
current activity, the program focus and future activities. 

Accomplishments: 
I Discussed rate design methodology; 
1 Discussed safety codes and standards, specifically, compliance with safety codes, roles of utilities as they 

pertain to consumers, and penalties for non-compliance; and 
I Met with USAID to report on activities and discuss future activities. 

The agenda is submitted as Attachment 38. 

4. Fiscal Year 2001 Workplan Advisory Mission 
June 25July 5,2000 

The United States Energy Association has conducted exchange visits, seminars, internships, and advisory missions 
for the Armenian energy sector for the past eight years. A highlight of the program has been the establishment of 
regulatory partnerships with the Kentucky Public Service Commission. During this activity, USEA staff met with 
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USAID and its counterparts to determine the USEA program of exchange visits. internships and seminars for fiscal 
year 200 1 for Armenia. 

Accomplishments: 
8 Reviewed the draft workplans for fiscal year 200 1 for Armenia; 
m Identified issue areas for possible additions to the workplan; 
a Explored the needs for new partnerships with U.S. f m s  and organizations, and 
8 Explored the possibility of retaining a staff representative in Yerevan. 

The agenda is submitted as Attachment 39 and the corresponding trip report as Attachment 40. 

5. Kentucky Public Service Commission I Armenian Energy Regulatory Commission 
Advisory Mission on Customer Service Standards 
August 17-27,2000 

The -Armenian Energy Commission was formed in mid- 1997 by the Republic of Armenia to regulate the electric 
and rlaiural g i i f i ~ ~ t u ~ ' s  uf kiilellia. 111 i\juvcnii)n i 997 two representalives of the Anneniari Energy Cormnissio~i 
part~cipated in mternship programs with the Kentucky Public Service Commission in Frankfort, Kentucky. The 
second activity between the two commissions was a follow-up to the internship program and provided presentations 
to a larger group of Armenian regulators. The thud and fourth exchanges focused on ratemaking and tariff design 
with one activity held in Yerevan and the other in Frankfort, Kentucky. The fifkh activity was held in Yerevan, 
Armenia and focused on consumer service standards including such topics as: consumer rights and responsibilities, 
the certifications process, consumer education and protection, safety and insurance issues, and assessments on 
methods the KYPSC uses to fund its' operations. The sixth activity was held in Frankfort, Kentucky and focusedon 
the development of safety codes and standards with emphasis on the means by which the KYPSC enforces these 
codes, state and local compliance, a review of the National Electric Codes and the National Electric Safety Codes 
and a discussion on ethics. This was the seventh activity. Held in Yerevan, Armenia, it focused on interaction with 
the mass media, service quality reports, the influence of service quality requirements on t d s ,  and issues 
concerning franchising, investment projects, and service quality standards. 

Accomplishments: 
8 Reviewed the KYPSC interactions with the mass media; 
8 Reviewed KYPSC service quality standards; 
6 Reviewed the draft workplan for fiscal year 200 1 for the AEC and KYPSC; and 
6 Identified issue areas for possible additions to the workplan. 

The agenda is submitted as Attachment 41 

6. Delta Natural Gas I Uerevangaz 
Advisory Mission on Pricing Policies and Polyethylene Piping 
September 7-17,2000 

The partnership between Delta Natural Gas of Winchester, Kentucky and Yerevangaz of Yerevan, Armenia was 
kstablished in 1999 and there have been three activities two reviewing the metering, billing, and collections of 
Delta's organization; and the thud on account methods and pricing. This advisory mission was held in Yerevan and 
covered the topics on cathodic protection, polyethylene pipe installation, pressure regulations and modem 
equipment. 

Accomplishments: 
rn Determined specific methods, procedures, and technologies that can be implemented at Yerevangaz to improve 

the operations of their gas pipeline; 
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Reviewed Delta Natural Gas's installation process for polyethylene pipe; 
Discussed and review regulated gas pressures: 
Reviewed gas pricing; 

a Discussed accounting and financial issues; and 
Identified issue areas for possible additions to our fiscal year 200 1 workplan. 

The agenda is submitted as Attachment 42. 

Georgia 

1. Michigan Public Sewice Commission I Georgian National Energy Regulatory Commission 
Advisory Mission on Rate Design 
May 4 -14,2000 

This advisory mission on rate design gave thc Georgian National Energy Regulatory Comssion the opportunity to 
gain an understanding of natural gas replat~on in the United States on both the federal and state level. 
Representatives ef ?.!?ST disc!l.ssed the tecFaic31 aspects of regulating the natural gas industry includmg the 
regulatory involvement related to the acquisition and pricing of natural gas supplies, the gas utilities obligation to 
customers, the gas utilities response to interruptions of supply, technical standards and rules that need to be met 
when providing gas service, and the typical engineering and operational features of gas systems in Michigan. This 
session was then followed by a series of breakout discussions that focused in greater detail on the aforementioned 
topics. 

Accomplishments: 

Provided a seminar on utility cost of service and rate design for gas and electric utilities; 
Provided a question and answer session between the commission representatives from the MPSC and GNERC; 
and 
Discussed future activities. 

The agenda is submitted as Attachment 43 and the corresponding trip report as Attachment 44. 

USAID Energy & Environment Training Program On Emissions Trading for Environmental Protection 
May 14June 2,2000 

The structure of the thls course was to instruct senior and mid-level stafffrom developing countries in the design, 
development, and implementation of economic instrument, in the form of commodity markets, to mitigate 
environmental pollutants and other emissions. Emphasis was placed on emissions to the atmosphere that have 
local, regional, or global impacts. Participants learned the theory and application of emissions trading, alternative 
forms of emission trading, operations of a commodity market, lessons learned from existing air emissions trading 
schemes, legal and regulatory framework for emissions trading and procedures for implementing an emissions 
trading regime. 

Accomplishments: 

m Discussed the design, development and implementation of economic instrument, in the form of commodity markets, 
to mitigate environmental pollutants and other emissions; 

m Learned about emissions to the atmosphere that have local, regional, or global impacts; and 
w Learned the theory and application of emissions trading. 

The agenda is submitted as Attachment 45. 
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3. Structuring and Negotiating Legal Agreements for Public-Private Partnership Projects 
May 21June 2,2000 

This training workshop was specially designed for legal officials and contract negotiators who need exposure to 
a variety of international experiences in designing, drafting, and negotiating contracts in the power, water, 
wastewater, transportation, communications, and environmental infrastructure fields Unlike other investment 
agreements from the industrial or agriculture sectors, infrastructure projects developed as public-private 
partnerships are based on risk sharing and a security package of interrelated contracts between mult~ple parties. 
This workshop examined the expenence of several international projects and analyzed legal and non-legal 
techniques of project structuring and the contractual implications of project forms such as leases, management 
contracts, Build-Own-Operate (BOO), Build-Operate- Transfer (BOT), Build-Transfer-Operate (BTO), and 
joint venture arrangements. 

Accomplishments: 

Developed more effective drafting and negotiation skills through the use of simulated negotiations and the 
drafting and review of model contracts and agreements &om public-private partnership projects worldwide; 

a Identified key elements in risk aliocaiion by defihng h e  obiigations of the concessionaire, the govenlrnent and 
third parties in each contractual arrangement under a concession agreement; and 

a Practiced how to draft negotiated agreements, and interpret the clauses to solve disputes that may arise while 
implementing these agreements. 

The agenda is submitted as Attachment 46. 

4. Fiscal Year 2001 Workplan Advisory Mission 
June 25 to July 5,2000 

The United States Energy Association has conducted exchange visits, seminars, internships, and advisory missions 
for the Georgian energy sector for the past eight years. A highlight of the program has been the establishment of 
regulatory partnerships with the Michigan Public Service Commission. This activity aimed at expanding the 
partnership programs. During the program, USEA staffwill meet with the United States Agency for International 
Development, USAID contractors and other energy related organizations to determine the USEA program of 
exchange visits, internships and seminars for fiscal year 2001 for Georgia. 

Accomplishments: 

8 Reviewed the draft workplans for fiscal year 200 1 for Georgia; 
Identified issue areas for possible additions to the workplan; 

rn ExpIored the needs for new partnerships with U.S. f m s  and organizations; and 
a Explored the possibility of opening a USEA ofice in Georgia. 

The agenda is submitted as Attachment 47 and the corresponding trip report as Attachment 48 

Annual Report - October 1999 through September 20000 20 



United States Energy Industry Partnership Program 

Central Asian Region 

1. Seminar and Workshop on Association Administration 
December 3-12,1999 

This seminar represents the second activity for KEA. (An Executive Exchange Visit was conducted in 
September, 1999 in the United States.) The seminar is a continuation of the topics addressed during the 
exchange visit. Also discussed were the plans to establish an office and hire a USEA representative in Alrnaty, 
future workplans for the CAR, a partnership for Energoproject, and assistance for a pilot energy efficiency 
program. The seminar for KEA was chaired by Albert Skeath of USEA and the three U.S. speakers from the 
National Rural Electric Cooperative Association, Edison Electric Institute and Pennsylvania Electric 
Association gave a total of twelve formal presentations relating to association administration on the topics of 
organization, dues structures, budgets, staEing, legal basis for existence, committees, publications, conferences, 
by-laws, training programs, board of directors responsibilities, relations with government, industry, associat~on 
members, and energy sector activities including restficting, unbundling, mergers, acquisitions, and 
regulations. There were thirty-seven attendees at the seminars. 

Accomplishments: 

8 Conducted presentations about the organization and administration of energy-related associations in the U. S.; 
8 Arranged a panel discussion between representatives of National Rural Electric Cooperative Association, 

Edison Electric Institute, Pennsylvarua Electric Association and members of the KEA Board of Directors on 
topics of interests to KEA; 

8 Developed workplans for future activities for KEA and the U.S. associations; and 
8 Met with USAID to review results and the workplans. 

The agenda is submitted as Attachment 49 and the corresponding trip report as Attachment 50. 

2. Executive Exchange Visit for the United Controlling Center of Energy Systems of Central Asia (UCC 
Energy) Focusing on Power Pools 
January 22-February 3,2000 

Delegates from the United Controlling Center of Energy Systems of Central Asia (UCC Energy) toured various 
power pools throughout the United States to gain understandig of their operations. In New York, UCC 
Energy met with Consolidated Edison and the New You  Independent System Operator Where they discussed 
the power structure, as it exists in New York, operations, system planning and computer hardware and 
software. In Pennsylvania, the delegation met with Pennsylvania Power & Light and with PJM. At PP&L, 
power market trading and interaction with PJM Power PooVISO were discussed. At PJM, Delegates were 
given an in depth look at the IS0 organization, relation with utilities and government and regulatory 
requirements. In Minnesota, the delegation met with Mid-Continent Area Power Pool (MAPP) and Northern 
States Power. At MAPP, discussions entailed economic dispatching versus merit bidding, load management 
and billing procedures. Additionally, MAPP discussed the possibility of a future activity in Uzbekistan for the 
spring of this year. At Northern States Power, the independent transmission company concepts as well as 
Midwest's participation with the IS0 were explained. 

Accomplishments: 

8 Studied U.S. independent system operators, their current status, future prospective of the market, and discuss 
legislative regulations of the ISO; 
Learned about interactions between the U.S. power utilities and the ISO; 

8 Learned about the risk management mechanism utilized by U.S. power utilities and discuss its organizational 
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structure, sources of funding, and the development of financial and economic feasib~l~ty studies m support of 
implementing insurance programs; 

¤ Identified aspects of U. S. Independent System Operators that could be implemented by UCC Energy, and 
8 Discussed future activities. 

The agenda is submitted as Attachment 5 1. 

3. Executive Exchange Visit Between Kazakstan Electricity Grid Operating Company and California LSO 
focusing on the California Power Market Model 
January 29-February 7,2000 

USEA conducted an Executive Exchange Visit for KEGOC on January 3 1 through February 4,2000 at the 
California ISO. The delegation heard presentations on PG&E operations, the California Energy Commission 
structure and responsibilities and the California IS0 operations. A highlight of the visit was an informal session 
with T e q  Wicter. President 2nd CEC cf Cn!ifomiz !SO, who provided insights and suggestion; on thc 
deveiopment of an ISO. The deiepation tentat~vely agreed to a workshop in Almaty on May 3- I U as the next 
activity. 

Accomplishments: 

Studied U.S. independent system operators, their current status, future prospective of the market; 
8 Discussed legislative regulations of the ISO; 
m Learned about interactions between the U.S. power utilities and the ISO; 
8 Reviewed the California Power Market Model in more depth. Topics included a general market overview, basic 

services, grid operations, short-term and long-term operations, management informat~on support, benefit sharing 
among market participants, and operations of the Independent System Operator; 

m Identified aspects of U. S. Independent System Operators that could be implemented by KEGOC, and 
8 Discussed future activities. 

The agenda is submitted as Attachment 52. 

4. Tax and Tariff &Legislation and Regulations Study Tour 
March 25-April 4,2000 

The Kazakhstan Electricity Association (KEA) was founded in 1998 to coordinate the activities and protect the 
common interests of the electric power industry of the Republic of Kazakhstan; to support all organizations 
whose activities relate to the industry; to work on state laws and legislation pertaining to the industry; to 
arrange forums, conferences and meetings at which members of the association can acquire a better 
understanding of the problems of the industry; and, to defend the interests of the members. The association 
consists of twenty-eight members including eight founding members, sixteen participating members, and four 
observing members. Annual dues are $3000, $2000, and $1000 respectively for founding, participating, and 
observing members. The association is governed by a ten-member Board of Directors who are selected from 
among the association member organizations. On September 20-24, 1999, a delegation from KEA participated 
in an executive exchange to the United States during which they visited seven energy-related associations. On 
December 6- 10, 1999, representatives of EEI, PEA, and NRECA conducted a seminar in Almaty for KEA. 

The focus of the seminar was the organization and administration of associations in the United States This third 
advisory mission was a continuation of the information exchange that was begun in the September exchange 
visit and consisted of a Study tour that allowed the KEA to meet with Pennsylvania Power & Light and the 
Pennsylvania Public Utilities Commission to discuss the interaction between an electric utility and a public 
utility commission and how this interaction can be facilitated by an energy association; Met with PJM to 
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discuss independent system operators; met with the Pennsylvania Electric Association and the Electric Power 
Supply Association to discuss legislation concerning associations and with the Adams Rural Cooperative to 
discuss the possibility of adapting the U S. concept of rural energy cooperatives to meet the needs of the 
mostly decentralized population of Kazakstan. 

Accomplishments: 

8 Conducted presentations by the U.S. associations and utilities about committee activities of energy-related 
associations in the United States; 

8 Arranged a panel discussion between the U.S. delegation and members of the KEA Board of Directors on 
topics of interests to KEA; 

8 Developed workplans for future activities; and 
8 Met with USEA to review results of the study tour. 

The agenda is submitted as Attachment 53. 

5. Study l o u r  on U~strict Heating and hnergy LWiciency 
April 8-23,2000 

USAIDICAR requested USEA to organize a study tour that would support the demonstration projects being 
planned under the new USAIDICAR strategy. These projects were in the area of improving municipal energy, 
retrofitting district heating systems and implementing t d r e f o m .  The Participants of th~s  study tour were 
those who have to design, implement and regulate the activities of the generation and distribution of heat and 
electricity in a single locality. Emphasis for this tour was on how one evaluates, designs and executes energy 
efficiency projects in this sector and which technologies the U.S. has found to be beneficial. The program 
consisted of a total of ten meetings, presentations and tours that covered the topics of energy efficiency at 
distr~ct heating facilities, clean coal technology and cooling tower design and operations. 

Accomplishments: 

rn Conducted presentations on energy efficiency at the district heating facilities; 
rn Conducted presentations on clean coal technology; 
rn Discussed cooling tower design and operation; 
8 Developed workplans for future activities; and 
8 Met with USEA to review results of the study tour. 

The agenda is submitted as Attachment 54. 

6. Advisory Mission on Grid Code Development 
May 11-20,2000 

The fourth activity under the KEGOCICalifomia IS0 virtual partnership was an advisory mission in Almaty 
conducted by representatives of the California IS0 to assist in the review and development of a grid code that is 
a requirement for Kazakstan's loan from the World Bank. California IS0 sent specialists including Barbara 
Evans, an attorney with LeBoeff, Lamb, Greene & McRae and Stephen Aruadou, Grid Resource Coordinator 
for the California ISO. The group carefully scrutinized KEGOC proposed grid code and made suggestions for 
improving sections that may be problematic in the future. Future activities were discussed at the conclusion of 
the review. 
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Accomplishments: 

8 Assisted in the review and development of the grid code that is a requirement for Kazakstan's loan from the 
World Bank. 

The agenda is submitted as Attachment 55 and the corresponding trip report as Attachment 56. 

7. Illinois Commerce Commission I Republic of Kazakstan Agency for Natural Monopoly Regulation 
Rate Case Rules and Procedures Executive Exchange 
May 13-20,2000 

This is the fdth partnership activity following the introductory meeting in March 1999, the slgning ceremony in 
June 1999, a seminar in September 1999 and a planning meeting in March 2000. This visit by the ANMR 
chairman focused on issues of the ratemaking process as well as state and federal legislation and tariffs. The 
ICC had requested that ANMR submit questions they would like to discuss in advance and also prepare 
material so that the meetings may be conducted in a roundtable forum. This allowed the ANMR to piay a more 
active role in the discussion and gave the ICC the opportunity to truly customize the program to meet the 
spec~fic needs of the ANMK. The ICC continued to stress moving away from the three monlli ralt: i e v i ~ w a  I11c 
ANMR is currently conducting to an annual rate review which will allow the ANMR to more carehlly research 
issues related to rates. At the conclusion of th s  exchange, ICC and ANMR planned future activities. 

Accomplishments: 

rn Conducted Roundtable discussions on proposed rules and procedures; 
8 Conducted presentations on regulatory objectives; 

Discussed transportation tariffs; 
Discussed strategies for dealing with inflation; and 

m Developed workplans for future activities. 

The agenda is submitted as Attachment 57 

8. Illinois Commerce Commission 1 Republic of Kazakstan Agency for Natural Monopoly Regulation 
Rate Case Rules and Procedures Executive Exchange 
August 18-28,2000 

Since March of 1997 there have been several stages of restructuring in the electric sector of Kazakstan that 
have resulted in the separation of electricity generating plants, privatization of the generating companies, 
privatization of distribution facilities, formation of a national electricity grid (KEGOC) and the establishment of 
the National Agency for Natural Monopoly Regulation and Competition Protection (ANMR). This was the 
sixth partnership activity following the introductory meeting in March 1999, the slgning ceremony in June 
1999, a seminar in September 1999, a planning meeting in March 2000, and a Seminar in May 2000. This 
activity focused on design, accounting systems and pipeline safety. The program for this activity consisted of 
presentations by the ICC delegation and informal interactions with the ANMR staff. Special one-on-one 
meetings were also held at the commissioner level. 

Accomplishments: 

8 Reviewed the rate design process; 
rn Discussed the chart of accounts; 
a Reviewed the procedures for pipeline safety; 
rn Reviewed pricing policies for reactive power; and 
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Developed plans for future activities. 

The agenda is submitted as Attachment 58 and the corresponding trip report as Attachment 59 

9. Atyrau District Heating Supply Company 
Conference on Creating A Systems Approach To Improving Efliciency In The Atyrilu Heat Energy System 
September 18-20,2000 

In April 2000, a Study Tour on Energy Efficiency for District Heat Facilities was conducted for six Kazakstan 
energy sector managers. As part of that visit, ten meetings were held with district heat supply companies, 

equipment manufacturers, and consultants. The purpose of the exchange was to review the design, construction, 
operation, and efficiency for district heat systems. The topics of review included pricing, plans t d s ,  thermal 
technology, plant operations, maintenance programs, computer system controls, plant audits, energy efficiency, 
customer service, and development of business. This seminar was a follow up to the Study Tour andfocusedon the 
regulation, management, and technical improvements in the operations of district heat systems. 

Examined how a systemic approach involving regulatory and tariff reform changes to internal management 
procedures; 

m Discussed the process through which the introduction of new technologies can create an environment to 
improve the efficiency of the Atyrau Heat Energy System; 
Provided a forum for local stakeholders and others interested in improving the efficiency of the Atyrau Heat 
Energy System, including municipal and regional governments, regulatory authorities, district energy 
companies, non-governmental organizations, consumers and the media, to commence discussions on systemic 
approaches to improving district energy services to the city of Atyrau; and 

m Provided an opportunity for district energy utilities and regulatory authorities outside of Kazakhstan to learn 
about challenges confronting the Atyrau Heat Energy System and to consider how an ongoing information 
exchange partnership could assist in the development of a systemic approach to improving its efficiency. 

The agenda is submitted as Attachment 60and the corresponding trip report as Attachment 6 1 

Inter-Regional 

1. Power Sector Privatization In Central And Eastern Europe & Eurasia 
June 6-8,2000 

This conference was designed to assess the power sector privatization experience to date and plans under 
development. It focused on strategic privatization where international utilities have purchased power sector 
assets. Participants who have been or will be involved in the process were invited to attend this conference to 
share their experiences in developing and implementing privatization policies, strategies and programs focused 
on attracting strategic investors. The first day featured case studies of power sector privatizations already 
completed in the region and a set of presentations from countries outlining their approaches to upcoming 
privatizations. Building on the base of knowledge established during the first day the second day was devoted 
to comparing privatization strategies and implementation processes fiom a number of different perspectives, 
including those of government officials, investment bankers and private investors. The final day of the 
conference was used to facilitate a group discussion evaluating efforts up to this date and identlfy successful 
approaches to future power sector privatizations. 
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Accomplishments: 

8 Reviewed and assessed the results of power sector privatization poiicles, strategies and implementation efforts 
to date and identified successful approaches for future privatization in the region; and 

8 Expanded communication among energy and privatization officials, utility investors involved in the region, 
investment bankers and international financial institutions (World Bank, EBRD, IFC) and disseminated the 
results of the conference. 

The agenda is submitted as Attachment 62 and the corresponding trip report as Attachment 63 

Caspian Sea Region 

1. Study Tour for Kazakh Regulators & Oil Spill Workshop 
October 9-20! 1999 

This activity provided exposure to US splil response methodologies that, in turn, may enhance ongoing efforts to 
draft a Kazakh National Spill Contingency Plan as well as continued dialog on the development and implementation 
of the westem-style, performance-based oil industry regulations. The spill response roles and responsibilities of 
government and private organizations were explained during this tour. Officials had the opportunity to meet with 
both the U.S. Coast Guard and Minerals Management Service and gained insight on how the National Spill Plan is 
organized and what roles these government organizations play. They met with both Texaco and Clean Gulf 
Associates where they were provided with an overview of spill response that included observing an actual spdl 
response drill conducted at Texaco's offices. At the conclusion of the visit future activities were discussed. 

Accomplishments: 

Discussed US spill response methodologies; 
Observed a spill response drill; and . Discussed future activities for the partnership program of fiscal year 2000 

The agenda is submitted a s  Attachment 64 and the corresponding trip report as Attachment 65. 

2. Study Tour for Turkmenistan Regulators 
November 28 - December 4,1999 

In response to continuing development of the petroleum sector in the Caspian region, the U. S. Agency for 
International Development, through the United States Energy Association as managing partner, is initiating the 
Caspian Environmental Oil and Gas Partnership Program. Targeted for KazakhSran, Turkmenistan and Georgia, 
the objective is to develop regulatory and educational partnerships involving both local and western agencies and 
educational institutions. The goal of the EnvironrnentalRegulatory Program is to promote further development of 
sound Health, Safety and Environmental (HSE) policies. This U. S. study tour by a Turkmenistan delegation of 
government officials served as a follow up to the opening seminar conducted in July in Ashgabat, Turkmenistan as 
part of USEA's Regulatory Program. The focus of this tour was to demonstrate the key elements of the one-stop 
shop, and to examine interaction between state and federal agencies. 

Accomplishments: 

Demonstrated the strengths of Pennsylvania's mtegrated program; . Discussed the regulators relationship and interaction with industry; 
Conducted meetings with the OGce of Conservation in Louisiana dealing with the history of oil and gas in 
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Louisiana, and the role of the Minerals Management Service; and . Discussed future activities. 

The agenda is submitted as Attachment 66 and the corresponding trip report as Attachment 67 

3. Oklahoma Corporation Commission 1 Colorado Oil and Gas Conservation Commission I State Agency for 
the Regulation of Oil and Gas Resources of Georgia 
Partnership Signing Ceremony and Pipeline Operations Seminar 
November 29-December 7,1999 

The primary objective of this activity was to sign a partnership agreement between the states of Colorado and 
Oklahoma and the State Agency for the Regulation of Oil and Gas Resources of Georgia and the Ministry of 
Environment in Georgia. The signing ceremony was conducted on December 2. 1999. The second objective was 
to address and review key elements of pipelhe planning, operation, and failure investigation. Representahves frorn 
Cclnrado began the workshop by preqentiag s case history of the cnnstn~ction ofthe Transcol~rsdo gas p ~ ~ e l i n e  
Planning components for pipeline construction, plan implementation during construction, anti moniiorir~g ofpost 
construction operations were outlined and discussed. Over the weekend, Minishy ofEnvironment ofticlals hosted a 
field trip to visit pipeline facilities and discussed related concerns. Following thls field trip, experts kom Oklahoma 
led a presentation/discussion about regulatory considerations for safe pipeline operations. Important issues 
included enforcement of regulatory policies, pipeline operations manuals, emergency planning, and failure 
investigations. 

Accomplishments: 

m Signed partnership agreement between the states of Colorado and Oklahoma and the State Agency for the 
Regulation of Oil and Gas Resources of Georgia and the Ministry of Environment; 

m Reviewed key elements of pipeline planning, operation and failure investigation; 
II Toured pipeline facilities; and 
II Discussed future activities. 

The agenda is submitted as Attachment 68, the corresponding trip report as Attachment 69 and a press release 
as Attachment 70. 

Oklahoma Corporation Commission I Colorado Oil and Gas Conservation Commission I 
State Agency for the Regulation of Oil and Gas Resources of Georgia 
Study Tour for Georgian State Agency for the Regulation of Oil and Gas Resources of Georgia 
February 6-15,2000 

This study tour was a follow-up to the partnership signing ceremony, conducted in December 1999 in Tbilisi, 
Georgia. This activity focused on adrmnistrative issues of forming a regulatory agency, and included meetings 
with the State Commissions from Oklahoma, Colorado, and Pennsylvania. The study tour provided an 
overview of the general functions and structure of regulatory agencies in the U.S., a discussion of the 
a h s t r a t i v e  issues of drilling, plugging and abandonment, including permit approval, records, inspection and 
enforcement. Other topics included the administrative process for record and data requirements, such as 
financial assurance, drilling, completion and production records, well logs, and waste disposal records. The 
exchange also included an overview of Pennsylvania's comprehensive regulatory agency, as well as a briefing 
with the United States Agency for International Development. 

Accomplishments: 

rn Provided an overview of the general functions and structure of regulatory agencies in the U.S.; 
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Discussed the administrative issues of drilling, plugging and abandonment, including permit approval. records, 
inspect~on and enforcement; 

I Discussed the administrative process for record and data requirements, such as financial assurance, drilling, 
completion and production records, well logs, and waste disposal records; and 

rn Discussed future activities. 

The agenda is submitted as Attachment 7 1. 

5. State Oil and Gas Board of AlabamaJMinistry of Natural Resources and Environmental Protectionofthe 
Republic of Kazakstan 
Partnership Signing Ceremony and Workshop EISIEIA and Compliance Monitoring 
March 24-April 2,2000 

The primary objective of this activity was to sign a partnership agreement between the State Oil and Gas Board 
of AlabamaMnistry of Natural Resources and Environmental Protection of the Republic of Kazakstan. The 
signing ieremoll): was conducted cn Mai-ch 27,2000. The second part of the exchange visit consisted of 
discussions on the environmental impact statement process and the environmental impact assessment process 
and compliance monitoring. Topics included study methods for the EISEIA, evaluating EISJEIA, integrating 
analysis from EISEIA into decisions, compliance monitoring, self-reporting, Evaluation of non-compliance 
and penalties for non-compliance. 

Accomplishments: 

Signed partnership agreement between the State Oil and Gas Board of AlabamaMnistry ofNatura1 Resources and 
Environmental Protection of the Republic of Kazakstan; 

8 Reviewed key elements of pipeline planning, operation and failure investigation; 
= Toured pipeline facilities; and 
a Discussed future activities. 

The agenda is submitted as Attachment 72 and the correspondmg trip report as Attachment 73 

6. Colorado Oil and Gas Consewation Commission I Oklahoma Corporation Comanission I State Agency for 
the Regulation of Oil 
Training Internship for Georgian Field Inspectors SAROGR 
June 18 - 30,2000 

This internship provided an opportunity for the Georgian State Agency for Regulation of Oil and Gas 
Resources to learn in depth about U.S. field inspection procedures. The internship covered a variety of 
different inspection sites including the Rangely oil field and the Julesburg Basin in Colorado, Exxon Mobil oil 
production and drilling platforms offshore California and Anadarko's Bossier field in Texas. Mmeral 
Management Service also hosted the delegation for a review of the philosophy behind their inspection 
processes. The internship focused on the many facets of field inspection including pipeline operation, drilling 
fundamentals and waste disposal. 

Accomplishments: 

Discussed oil and gas development in the US; 
I Discussed pipeline operation, specifically dealing with leaks and environmental remediation; 
8 Reviewed dnlling fundamentals, specifically dealing with site wastes and compliance with environmental 

standards; 
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8 Discussed disposal methods of waste water and other drilling wastes; 
8 Developed the Field Inspector's Guidebook; and 

Developed workplans for future activities. 

The agenda is submitted as Attachment 74 and the Field Inspector's Guidebook as Attachment 75 

7. State Oil & Gas Board of Alabama I Kazakstan Ministry of Natural Rcsourccs and Environmental 
Protection 
Environmental Impact Assessment Seminar 
August 18-25,2000 

This was the second activity since the partnership signing ceremony in March 2000. The semlnar consisted of 
discussions on the environmental impact statement permitting process and compliance monitoring. The 
purpose of this workshop was to review the fundamental components of an environmental impact assessment, 
to better understand the environmental permitting process currently favored by Kazakh regulators, to identify 
and discuss specific western business pi-adices of that process Kazakhstan can implement in its own energy 
sector: and to explore what might be required to precipitate these changes. This activity served as a precursor 
to a larger seminar that will include participation fi-om the energy industry as well as government agencies. 

Accomplishments: 

m Discussed the environmental impact assessment permitting process model, comparing and contrasting 
environmental impact assessment permitting processes in Kazakstan and the United States; 

8 Discussed developing environmental standards by identifying public resources that need protection and 
determining the level of environmental protection necessary; 

8 Discussed the need for consistency in the environmental impact assessment process; 
8 Discussed revenue implications and alternatives; and 
8 Developed workplans for future activities. 

The agenda is submitted as Attachment 76 and the corresponding trip report as Attachment 77. 
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UNITED STATES ENERGY ASSOCIATION 
Business Development Through Energy Partnership Program 

lizvesdment, Finance and Accoucntirrg Systems 
Executive Exckange Program 

Opening Visit of Irkutskenergo and Novosibirskenego 
to CINexgy 

Location: Cincinnati, Ohio 

Sponsored by: 
U.S. Agency for International Development 

December 11 thru 18,1999 

List of Participants: 

Sergey Babkin, Deputy General Director for Investments, Irkutskenergo 
Marina Matveyeva, Head of Legal Department, Irkutskenergo 
Isaak Odess, Head of Economics Department, Irkutskenergo 

Gennady Tolstykh, Chief Accountant, Irkutskenergo 
Dmitry Tolstyakov, Financial Director, Novosibirskenergo 
Valery Gorevoy, Director, Power Sales, Novosibirskenergo 

Michael Arrowood, Interpreter 
Leonid Frolov, Interpreter 



llnited States Energy as so cia ti or^ Russia Energy Partnership Program 

The United States Agency for International Development (USAID) through its managing 
partner, the United States Energy Association, (USEA) has begun implementation of Business 
Development Through Energy Partnership Program for Irkutskenergo and Novosibirskenergo. 
The Russian partner utilities have preliminarily selected focus areas to concentrate their 
efforts in the program as well as drafted annual workplans for each focus area to be hrther 
discussed and finalized with their U.S. counterparts. 

Obiectives 

1. To begin the process of familiarization of the Russian utilities with U.S. business 
experience in the power sector in accordance with the annual workplans of the Russian 
utilities 

2. Discuss possibilities of establishing partnerships between U.S. and Russian utilities 
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DRAFT AGENDA 
Business Development Through Energy Partnership Program 

Opening Visit 
December 11 - 18,1999 

Cincinnati, Ohio 

Saturday, December 11 

1:15 pm Delegates deparrt from Moscow Sheremetyevo-2 International 
Airport on Delta flight 31 

3.45 pm Delegates arrive at  Kennedy International Airport 

5:30 pm Delegates depart Kennedy International Airport on Delta Wight 853 

7:53 pm Arrive a t  Cincinnati International Airport 

Travel to Omni Netherlands Plaza 
35 West FiRh Street, 45202 
Tel: (513) 421-9100 
Fax: (5 13) 42 1-429 1 

Sundav, December 12 

9:30 am USEA Welcome/Completion of Tax Forms 
Omni Netherlank Lobby 
Gene Fominykh, Deputy Program Manager, USEA 
Jason Hancock, Program Coordinator, USEA 

Monday, December 13 

9:00 - 11 :00 am Welcoming session/Cornpany history 
Speakers to be announced. 

Introduction to the varied programs of CINergy in economics, 
public policy, accounting systems and other fields. 

1 1 :00 am- 1 100 pm Discuss billing and collections 
Carol Kinney 
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a Customer Service System Introduction and History 
a Functionality demonstration 
a Post Installation summary 

Credit 

1.00 - 2:30 pm Lunch 

3:00 - 4:30 pm Tour of Customer Call Center 
Carol Victor, Greg Reid 
a Walkthrough the facility 

Introductions with Greg Reid and staff 
Overview of the recording system and the Procom system 
Review Quality Coaching Form 

Dinner 
Hosted by ZiNergy 

Tuesdav, December 14 

9:00 - 12:OO pm Investment Evaluation/Criteria/Risk Management 
Speakers to be announced 

CINergy will discuss ways to increase foreign investment. 

12:OO - 1:30 pm Lunch 

2:00 - 5:00 pm Investment Evaluation/Criteria/Risk Management (cont.) 
What attracts foreign investment and what hinders it. 

5:30 - 8:30 pm Shopping Trip 

Wednesday, December 15 

9:00 am - 12:00 pm Discussion on Accounting Systems 
Presentation by members of CINergy Rate Department 

Cost and rate setting 

12:OO - 1:30 pm Lunch 

1:30 - 5:00 pm Discussion on Accounting Systems (cont.) 

6:00 - 8:00 pm Dinner 
Hosted by CINergy 
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Thursdav, December 16 

9:00 am - 12:OO pm Government Relations Discussion 
Discussion will focus on managing the regulatory relationship and 
will be tied into the cost and rate setting discussion of Wednesday. 

12:OO pm - 1 :30 Lunch 

1 :30 - 3:30 pm Government Relations Discussion (cont.) 
Bankruptcy Law and practice 
Dealing with Bankruptcies 
Dealing with Non-paying Customers 

3130-6:OO pm Visit to District ofice 
Customer Service 
Solutions for System Problems 

Friday, December 17 

9:00 am - 12:OO pm Meeting with the Economic Development Group 

12:OO - 1:30 pm Lunch 

1:30 pm Marketing Discussion 
o Selling Services from the non-regulated side of business 

6:00 - 8:00 pm Farewell Dinner 
Hosted by CINergy 

Saturdav, December 18 

12:OO pm Check-out from Omni Netherlands Plaza Hotel 

12:30 pm Ground Transportation to Cincinnati International Airport 

2:45 pm Delegates depart Cincinnati, OH on Delta flight 1464 

4:45 pm Delegates arrive a t  Kennedy International Airport 

6:00 pm Delegates depart Kennedy International Airport on Delta flight 30 

Sundav, December 19 

11:15 am Delegates Arrive at  Moscow Sheremetyevo-2 International Airport 
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United States Energy Association 

Date of Issue: A~ri125 ,  2000 

United States Energy Association 
Business Development Through Energy Partnerships 

Seminar on Procurement and Project Management in Power 
Cumpuny 

Location: Irkutsk, Russia 

Sponsored by: 
U.S. Agency for International Development 

April 29,2000 - May 6,2000 

List of Partichants 

Pennsvlvanis Power and Lieht Com~anv  (PP&Lk 
Joseph Mezlo, Director, Internationat Business Development 

Robert Kistler, Strategic Sourcing Manager 

United States E n e m  Association 
Gene Fominykh, Deputy Program Manager, Head, Representative Oflce 

Jason Hancock, Program Coordinator 

United States Agency for International Development 
Michael Stepanov, Development Assistant Specialist 

Interpreters: 

Alexander Kapluneneko 
Marina Ozerova 



United States Energy Association//Business Development Through Energy Partnerships 

The United States Agency for International Development (USAID) through its managing partner, 
the United States Energy Association, (USEA) has begun implementation of Business 
Development Through Energy Partnership Program for Irkutskenergo and Novosibirskenergo. 
The Russian partner utilities have preliminarily selected focus areas to concentrate their efforts in 
the program as well as drafted annual workplans for each focus area to be hrther discussed and 
finalized with their U.S. counterparts. 

Obiectives 

1. To begin the process of familiarization of the Russian utilities with U.S. business 
experience in the power sector in accordance with the annual workplans of the Russian 
utilities. 

2. Discuss Pennsylva~~ia Power & Light's approach to project management and procurement, 
specifically focusing on those areas that can later be implemented by Irkutskenergo and 
Novosibirskenergo. 

3 .  Discuss future activities. 
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Irkutsk, Russia 
April 29,2000 - May 6,2000 

Saturday, A~r i l29 ,2000  

6 : 3 5  p.m. Joe Mezlo, Robert Kistler and Jason Hancock depart NYC for Moscow on Delta 
flight number 30 

Sunday, A~ri l30 .2000 

1 1 :50 a.m. Joe Mezlo, Robert Kistler and Jason Hancock arrive in Moscow Sheremetyevo-2 
Airport. Greeted by Gene Fominykh, USEA. 

1:OOp.m. Lunch 

6.10 p m Lr ,S participants depsrt Mcscmv f ~ r  I r h t s k  Aercflct flight nuxbcr 723 

Mondav, Mav 1,2000 

4:45 a.m. U.S. participants arrive in Irkutsk and greeted by Sergey Babkin, Deputy General 
Director, Irkutskenergo 

Check-in at the Delta Hotel (address: 58 Ulitsa K. Libknekhta, lrkutsk 664007, . 
tel: 01 1- 7-3952-2 19800, fax: 0 11-7-3952-219820) 

1 :00 p.m. Lunch in the hotel (on own) 

2:30 p.m. Shopping (Souvenir Store) 

3 :30 p.m. City sightseeing 

7:00 p.m. Dinner (on own) 

Tuesdav. Mav 2,2000 

8:00 a.m. Breakfast in the hotel 

9: 15 p.m. Delegation departs for the Open Air Architectural Museum Taltsy 

1 :00 p.m. Lunch in the Proshliy Vek (Previous Century Restaurant on the shore of the Baikal 
Lake) (hosted by Irkutskenergo) 

2:45 p.m. visit the Baikal Lake Museum, followed by the movie and visit Art Gallery of 
Plamenevsky, Baikal shore walk and souvenir shopping 

6:30 p.m. Depart for Irkutsk 
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7:00 p.m. Dinner (on own) 

Wednesday, May 3,2000 

8:00 a.m. Breakfast in the hotel 

9:00 a.m. Opening Remarks 
Co@rence Hall, Delta Hotel (adress: 58 Ulitsa K. Libknekhtn, Irkz4tsk 664007, 
tel: 01 1-7-3952-219800, fax: 01 1-7-3952-21 9820) 
Yiktor Borovsky, General Director, Irkutskenergo 
Sergey Babkzn, Deputy General Director, Irkutskenergo 

9:30 a.m. PP&L Corporate Structure 

10:OO a.m. PP&I, Procurement Procedures 

1 1 :00 a.m. Coffee Break 

1 1 : 15 a.m. PP&L Procurement Procedures (continued) 

1 :30 p.m. Lunch in the hotel (hosted by Irkutskenergo) 

2:00 p.m. PP&L Procurement Procedures (continued) 

4:00 p.m. Coffee Break 

4: 15 p.m. PP&L Procurement Procedures (continued) 

6:00 p.m. Meeting with Irkutsk Oblast Vice-Governor Melnik (timing is to be confirmed) 

7:00 p.m. Dinner in the Rytsorsky Dvor (Knight's Yard) Restaurant (hosted by 
Irkutskenergo) 

Thursday, May 4,2000 

8:00 a.m. Breakfast in the hotel 

9:00 a.m. PP&L Procurement Procedures (continued) 
Conference Hall, Delta Hotel (address: 58 UZztsa K. Libknekhta, Irkutsk 661007, - 

tel: 01 1-7-3952-219800, fa: 01 1-7-3952-219820) 

1 1 :00 a.m. Coffee Break 

1 1 : 15 a.m. PP&L Procurement Procedures (continued) 
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United States Energy Association//Business Development Through Energy Partnerships 
1 :00 p.m. Lunch in the hotel (hosted by Irkuskenergo) 

2:00 p.m. Project Management 

4:00 p.m. Coffee Break 

4: 14 p.m. Project Management (continued) 

7:00 p.m. Dinner in the Electra Sanatorium (hosted by Irkutskenergo) 

Fridav, Mav 5, 2000 

8:00 a.m. Breakfast in the hotel 

9:00 a.m. Project .Management (continued) 
('oqference Hall, Delta Hotel (address: 58 IJlitsa K. Libknekhta. Irkutsk 664007, 
tel: 01 I - 7-3952-219880, fax: 01 1-7-3952-219820) 
Irkutskenergo Management 

1 1 :00 a.m. Coffee Break 

1 1 : 15 a.m. Project Management (continued) 

1 :00 p.m. Lunch in the hotel (hosted by Irkutskenergo) 

2:00 p.m. Project Management (continued) 

4:00 p.m. Coffee Break 

4: 15 p.m. Project Management (continued) 

7:00 p.m. Farewell Dinner (hosted by Irkutskenergo) 

Saturday, Mav 6,2000 

5:00 a.m. U. S.participants check out the hotel 

7:00 a.m. U.S.participants depart Irkutsk for Moscow on Aeroflot flight number 730 

8 : 00 a.m. U. S. participants arrive in Moscow Sheremetyevo- 1 Airport. 

1 1 :00 a.m. Lunch 

1:50 a.m. U.S. participants depart from Moscow to NYC on Delta flight 31 

3:55 p.m. U.S. participants arrive in NYC 
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Trip Report 

United States Energy Association 

Fe~~rlsylvania Power & Light 

And 

Irkutskenirgo and Novosibirskenergo 

Seminar on Procurement and Project Management 

Irkutsk, Russia 

May 3-5,2000 

Prepared By: Jason M. Hancock 
Program Coordinator 
Energy Industry Partnership Program 



Joseph Mezlo, Director, International Business Development 
Robert Kistler, Strategic Sourcing Manager 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 

Michael Stepanov, Development Assistant Specialist 

USEA 

Gene Fominykh, Deputy Prograin Manager, Head, Representative Oficc 
Jason Hancock, Program Coordinator 

Background 

The United States Agency for International Development (USAID) through its managing partner, the 
United States Energy Association, (USEA) has begun implementation of Business Development 
Through Energy Partnership Program for Irkutskenergo and Novosibirskenergo. The Russian partner 
utilities have preliminarily selected focus areas to concentrate their efforts in the program as well as 
drafted annual workplans for each focus area to be fbrther discussed and finalized with their U.S. 
counterparts. 

Obiectives 

1.  To begin the process of familiarization of the Russian utilities with U. S. busiiess experience in 
the power sector in accordance with the annual workplans of the Russian utilities. 

2. Discuss Pennsylvania Power & Light's approach to project management and procurement, 
specifically focusing on those areas that can later be implemented by Irkutskenergo and 
Novosibirskenergo. 

3. Discuss future activities. 



Description of Meetings 

Viktor Borovsky, General Director of Irkutskenergo opened the meeting by giving a brief 
overview of Irkutskenergo and welcoming the U.S. delegation as well as the delegation from 
Novosibirskenergo. At the conclusion of his remarks, Mr. Borovsky turned the time over to 
Sergei Babkin, Deputy General Director of Irkutskenergo who then provided an outline of the 
seminar. Following Mr. Babkin, Gene Fominykh, Deputy Program Manager, USEA provided a 
brief synopsis of USEA and the Energy Industry Partnership Program. Gene also made remarks 
about USEA's work in the past with Irkutskenergo and Novosibirskenergo. Following Mr. 
Fominykh, Joseph Mezlo, Director of PP&LYs International Business Development Unit 
introduced himself and Robert Kistler, Strategic Sourcing Manager of PP&L. Mr. Mezlo 
discussed other international projects PP&L has in South America, India and Egypt. 

When Mr. Mezlo concluded his remarks, Mr. Kistler began his presentation on procurement. 
Both PP&L and the two Russian utilities have similar corporate structures. However, the 
purchasing departments are regulated entirely differently. Before any discussion could begin these 
differences in procedure had to be discussed. To the Russians, the concept of customer friendly 
markets was entirely foreign. When Mr. Kistler attempted to explain the concept of centralized 
purchasing the Russian could not believe that suppliers would allow centralized purchasing 
because it would not allow them to raise prices based on lack of knowledge of pricing between 
other stations within the same utility when purchasing a specific item. After explaining that 
suppliers in the U.S. were very customer oriented, the Russians explained that for any given item 
there is usually only one or two suppliers who, through collusion, ensure that there monopoly 
snares the highest price. Mr. Kistler explained that in the U.S., such practices would lead to 
dropping a particular vendor. At the conclusion of the meeting the floor was turned over to a 
question and answer forum that mainly consisted of interaction between the vendor and the 
purchasing department. 

Thursday's meeting was a continuation of Wednesday topic of procurement. Thursday focused 
more on giving individual employees purchasing rights for smaller, day-to-day iteins. Through 
this plan, individual employees are given corporate credit cards and a spending limit based on 
position. Under this system, if there is a purchase that needs to be made for an item that costs 
$5000.00 and the person who needs that item has a spending limit of $1000.00, that person must 
turn to their manager, who will have a higher spending limit for approval to buy the item. If the 
manager has a spending limit of $3000.00 then the manager must turn to his or her supervisor for 
approval until someone with a sufficiently high spending limit approves the purchase. This is not 
used for purchasing large items or items that will be replaced through general maintenance, which 
is still done through the purchasing department, but rather on incidental or emergency purchases. 
This then frees the purchasing department from the burden of making "special" purchases in 
addition to it regular purchases. Again this was a concept that was entirely foreign to the 
Russians who could not believe that individuals were not only given the right to make purchases, 



but to also carry a credit card in the company's name. The question was asked, "What stops the 
employee from using the credit card for personal purchases or other misuses?" Mr. Kistler 
answered that ethics were the main reason but additionally an employee would lose his or her 
purchasing privileges if the card were misused and could also possibly be terminated. 

The meeting concluded with an overview of PP&L's account codes and the way they are used to 
tie purchases to specific departments. 

Fridnv, Mnv 5, 2000 

On Friday, Joseph Mezlo began his presentation on project management. Mr. Mezlo explained 
that when PP&L begins a project, the project manager is at liberty to bring in people from 
different programs throughout PP&L to form a team with the expertise needed to streamline the 
specific project. Mr. Mezlo elaborated explained that the people gathered together for the team 
must first make arrangements with their immediate supervisor prior to starting on the riew project 
Once their respunsibiii~ies are covered they are able to remain part of the project teain unti! the 

project is completed or their portion of the project is fulfilled. 

Mr. Mezlo also talked about delegating decision-making authority to everyone on the team. This 
allows each member to feel like they are making meaningful contributions to the project as well as 
taking the burden of endless approvals before action is taken. 

Mr. Mezlo discussed project coding, showing how a series of codes marks each cost during the 
project to its specific component in PP&L. This ensures that costs are allocated to the proper 
source of hnds  and that project costs can be carefully scrutinized to ensure that they are within 
budget parameters. 

At the conclusion of the meetings future activities were discussed. Specifically the upcoming 
Edison Electric Institute Annual Meeting in Montreal, Canada in June and a follow up discussion 
on the topics discussed during this seminar to be held a PP&L in Allentown, PA at a date to be 
determined. 
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United States Energy Association 
Date of Issue: June 12, 2000 

United States Energy Association 
Business Development Through Energy Partnerships 

Edison Electric Institute 
Electricity: the new Millennium Conference - Exposition 

And Electricity Exports Study Tour 

Location: Montreal, Canada, New York, NY, Allentown, PA 
And Washington, DC 

Sponsored by: 
U.S. Agency for International Development 

June 17 - 23,2000 I 
List of Partici~snts II 

Irkutskenergo 
Sergey Babkin, General Director of New Construction and Investment 

Viktor Rudykh, General Director, Bratsk Hya$-opower Plant 
Vasily Snytkin, Chief Engineer, Ust-Ilimsk Heat/Electric Powerplant 

Novosibirs kenergo 
Dmitry Tolstyakov, Financial Director 
Valery Gorevoy, Director, Power Sales 

United States Enerw Association 
Gene Fominykh, Deputy Program Manager 

Jason Hancock, Program Coordinator 

Inter~reters: 
Nntalia Jigalova 
Matildn Kuklish 



United States Energy Association//Business Development Through Energy Partnerships 

The United States Agency for International Development (USAID) through its managing partner, 
the United States Energy Association, (USEA) has begun implementation of Business 
Development Through Energy Partnership Program for Irkutskenergo and Novosibirskenergo. 
The Russian partner utilities have preliminarily selected focus areas to concentrate their efforts in 
the program as well as drafted annual workplans for each focus area to be krther discussed and 
finalized with their U. S. counterparts. 

Electricity: The New Millennium has been planned with the special needs and interests of CEOs 
and other top executives in mind. General Sessions, Critical Issue Forums, and a Global Energy 
Marketplace will all focus on identifjing opportunity and equipping participants with the facts and 
viewpoints they need to succeed in a restructured environment. 

The greatest asset and attraction of the ConferenceIExpo will be the interaction with colleagues. 
Because this meeting will draw attendees from all over the globe, it will put participants in touch 
with senior executives that they would othe~wise rarely meet, if at all Participants wili gain 
access to a whole world of experience, opinions and solutions. To maximize the value of these 
new contacts, plenty of social and networking time has been built into the program, including a 
welcome reception, daily luncheons, and a special Grand Event. 

Obiectives 

1.  To begin the process of familiarization of the Russian utilities with U.S. business 
experience in the power sector in accordance with the annual workplans of the Russian 
utilities. 

2. Discuss U.S. power exports to Canad'a, specifically focusing on those areas that can later 
be implemented by Irkutskenergo and Novosibirskenergo. 

3 .  Discuss fbture activities. 

Edison Electric Institute Conference & Exposition and Electricity Exports Study Tour Page 1 



United States Energy Association//Business Development Through Energy Partnerships 
Saturdav, June 17,2000 

7:20 am Delegates from Irkutskenergo and Novosibirskenergo depart Moscow for 
Zurich on Delta flight number 2994 arriving 8:30 am 

10:20 am Delegates depart Zurich for Boston on Delta flight 2656 arriving 12:40 pm 

2:00 pm Delegates depart Boston for Montreal on Delta flight 606 1 arriving 3 : 15pm 

4:00 pm Delegates met by Carey Limousine, Ground Transportation to Holiday Inn 

Sundav, June 18,2000 

4:30-7:00 pm Global Energy Marketplace and Welcome Reception 

Mondav, June 19,2000 -.- 

8.30-10.30 am Opening General Session 

The New Electric Century: What May it Hold? 

Reflecting on the overall theme, strategic issues facing the world 
energy industry will be explored with a focus on the big picture: 
What the new century may hold for the industry and how to 
manage the competing interests that will shape your business in the 
years ahead. The speakers will take a comprehensive look at four 
basic areas: Social and environmental challenges; Business trends 
and opportunities; Policy and regulatory approaches; and 
Technological drivers of change. 

Dr. Heinrich von Pierer, President and Chief Executive Officer 
Siemens AG 

Kenichi Ohmae, Author of The End of the Nation State: The Rise 
of Regional Economies and The Borderless World 

1 1 :00 am-12:30 pm Critical Issues Series I 
FORUM 1A: CHALLENGES AND OPPORTUNITIES OF A 
GLOBAL INDUSTRY IN MEETING FUTURE NEEDS 
Over the last decade, the historically local electricity industry has 
ventured into global markets where demographic and economic 
trends indicate signrficant challenges and opportunities. This 
panel will explore market opportunities, strategies for meeting 
growing needs and the expectations and limitations of primary 
energy, as well as renewable energy resources. 

FORUM CHAIR: Robert Priddle, Executive Director, International 
Energy Agency 
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United States Energy Association//Business Development Through Energy Partnerships 
Andre Caille, President & Chief Executive Officer, Hydro-Qzikbec 
Carl-Erik Nyquist, Prqesident & Chief Execrrtive Officer, Vattenfcrll 
[Swedeill 
Robinson Mwansa, ('hief Executive Officer, Zambia Electricity SrtppZy 
Irl Englehardt, ('hairman & Chief Executive Ofjcer, Peabody Group 

12:30-1.30 pm Lunch 

1:30-3:3O pm Special Meeting (To Be Announced) 

3:30-5:30 pm Special Meeting (To Be Announced) 

Tuesday, June 20,2000 

7:30 am Check out of Holiday Inn, check luggage into storage 

8.3C-10.30 an1 Second GeneriuP Sess i~n  

A Customer-Driven World: Shaping l'he New Global Electric lndustry 

Broad economic, technological forces and customer needs are at 
the root of today's fundamental restructuring of the electric 
industry. What trends will shape customer decisions in the future? 
How will these trends drive change or open new opportunities for 
the industry in the first decade of the next century? What inspiration 
can we gain from other industries that have been through the same 
transition? 

Fred Wiersema, Co-author of The Discipline of Market Leaders, and 
azrthor of Customer Intimacy 

Jacques Bougie, President & Chief Executive Officer, Alcan Aluminum 
Limited 

1 1 :00 am-12:30 pm Critical Issues Series I1 

FORUM 2A: EXPANDING BENEFITS: ELECTRICITY AND 
THE QUALITY OF LIFE 
Market forces and economic development are increasingly 
bringing the benefits of electricity to more people, but many 
impediments still exist. The speakers will discuss what approaches 
are encouraging investment and expansion. Also discussed will be 
what new strategies or partnerships can be developed by industry 
andgovernmer~ts to expand the benefts of electriciw to developing 
countries? 

FORUM CHAIR: Franqois Roussely, Chairman, ElectrzcitL u'e France 

Thulani Gcabashe, Clhief Executive - Designate, ESKOM 
Gale E. Klappa, Senior Vice President, Southern Company 
Dr. R.K. ~achauri, Director, Tata Energy Research Irktitute [India] 

Edison Electric Institute Conference & Exposition and Electricity Exports Study Tour Page 3 



United States Energy Association//Business Development Through Energy Partnerships 
12:30-2:30 pm Luncheon in the Exhibit Hall 

2:30-4:00 pm Critical Issues Series III 

0 FORUM 3B:TRANSMTSSION NETWORKS IN TRANSITION: 
KEEPING THE SYSTEM RUNNING 
Major changes have occurred around the globe. What is working? 
What is not? How are regulators responding? Who has the 
incentive to upgrade and expand networks for the future? This 
panel will discuss reconciling regulation of transnational systems 
and markets as well as share experiences and explore new 
approaches. 

FORUM CHAIR: Dr. Rolf Bierhoff, President, EIJRELECTRIC 

James Hoecker, C'hairman, US.  Federal Energy Regulatory (Tommissron 
Sergio Garribba, Regulator, Italian Replatory Alrthorrty. for Electrici[y B 
Gas 
Gary Neale, Chairman, President & CEO, NiSource and Chairman of 
North American Electric Reliabiliy Council 
Andre Merlin, Executive Vice President, Electriciti de Frarzce 
Dr. Roger Urwin, Grozrp Director, Europe, National GridGroup 
Carlos Ocaiia, Principal Administrator, Office of Policy Analysis, 
hlternatiorzal Er~ergy Agency 

5:30 pm Depart for Albany, New York (ground transportation provided by Carey 
Limousine) 

7:00 pm Check in at Howard Johnson Hotel 
85 1 8" Avenue (between 5 1" St. and 8" Avenue) 

Manhattan, NY 
Tel: (212) 58 1-41 00 Fax: (2 12) 974-7502 

Wednesday, June 21,2000 

8:00 am Check out of hotel, Ground Transportation (with baggage) to meeting site 
(to be announced) 

8 :00-9:00 am Meeting at the World Trade Center 

9:30 am Tour of New York Stock Exchange 

11 :00 am Ground transportation to Allentown, PA 

1.00 pm Check in at Allentown Hilton 
904 Hamilton Mall 

Allentown, PA 18 10 1 
Tel: (610) 433-2221 Fax: (610) 433-1077 
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2:OO-5:00 pm Meetings with PPL 

Thursday, June 22,2000 

8:00 am check out of Allentown Hilton (check baggage into storage) 

9:00 am-12:OO pm Meetings with PPL (continued) 

12:OO-1:00 pm Lunch 

1:OO-5:00 pm Meetings with PPL (continued) 

5:00 pm Ground transportation to Washington, DC 

8:00 pm Check into J .  W. Marriott 
13 3 1 Pennsylvania Ave, W 

Washington, DC 20004 
Tel: (202) 393-200 Fax: (202) 626-6991 

Fridav, June 23,2000 

9:OO am Meeting to be announced (at USE4 office) 
Consumer Optiorls iri a Competitive Power Market 

1 1 :00 am U.S. Department of Energy (at USEA office) 

12:30-1:30pm Lunch 

1 :30-3:30 pm Federal Energy Regulatory Commission (at USEA office) 

3 :30-5:00 pm USAIDIUSEA Debriefing (at USEA office) 

Saturdav, June 24,2000 

12:OO pm Delegates check out the hotel, ground transportation to Reagan National Airport 

3:15 pm Delegates depart Washington for JFK on Delta flight 746 arriving 4:25 pm 

6:35 pm Delegates depart JFK for Moscow on Delta flight 30 

Sunday, June 25,2000 

11:50 am Delegates arrive at Moscow Sheremetyevo-1 Airport. 
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Issued 10/5/99 

United States Energy Association (USEA) 
Energy Industry Partnership Program 

Training Program on 

Commercialization: 
Accounting, Finance and Budgeting 

Sponsored by: 
U.S. Agency for International Development 

October 24-30, 1999 



Training Program on Commercialization: Finance and Financial Plannlng & Budgettng 

COMMERCIALIZATION: 
Accounting, Finance and Budgeting 

October 24-30,1999 
Participants 

1. Oleksandr Martseniuk, Deputy Chairman of the Board, Vinnitsyaoblenergo 
2. Yartoslav Kobelya, Chairman of the Board, Chernivtsioblenergo 
3 .  Serhiy Irkhin, Deputy Director on Finance, Khmehitskoblenergo 
4. 1-arisa Fedorchuk, Chief of the P1amir.g a d  Economic Department, Zaporizhiaoblenergo 
5 Aleksandr Korovkin, Depup Directnr on Finance Dnnetsknhlenergr, 
6. Olga Melnik, Chief of the Planning and Economic Department, Kyivoblenergo 
7. Tatiana Akhromkina, Chief of the Planning and Economic Department, Zhytomiroblenergo 
8. Oleksandr Aleshchenko, First Deputy Chairman of the Board, Cherkasyoblenergo 
9. Oleksand Bilets, Deputy Director on Finance. Volynoblenergo 
10. Liudrnila Marsko, Deputy Director on Economic Issues, Ternopiloblenergo 
1 1. Galina Dragan, Chief Accountant, hvneoblenergo 
12. Michail Koba, Deputy Chairman of the Board, Mykolaiyvoblenergo 
13. Sergei Snezhko, Secretary of the Board, Kharkivoblenergo 
14. Grigoriy Lazebniy. Deputy Director on Finance, Crimenergo 
15. Oleksiy Bespalov, Deputy Director on Finance, Lvivoblenergo 
16. Oleksandr Buben, Deputy Chairman of the Board, Prykarpatyaoblenergo 
17. Margarita Dubrovska, Lead Economist, Planning and Economic Department, Kievenergo 
18. Nelya Kravchenko, Deputy Chief of the Customer Service Department, Ukrenergo 
19. Mila Derevianchenko, Chief of the Energy Balance Sheets Department, Minenergo 
20. Volodymyr Motyka, Chief Accountant, Odesaoblenergo 
2 1. Yuriy Knurov, Consultant, US Energy Association 
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Agenda 
Training Program on Commercialization: 

Accounting, Finance and Budgeting 

Saturdav, October 23, 1999 

Depart by Train from Kiev to Gliwice @. p.m. 

Sunday, October 24,1999 

(Delegation) - Arrive in Gliwice 
Transportation to Gliwice Training Center 

Mondav, October 25,1999 

8:00 a.m. Breakfast 

9:00 a.m. Registration for attendees 

9:30 a.m. General overview of the Power Sector of Poland (tables, diagrams) 
Mr. Manfred Wawrzynosek 

10:30 a.m. Break 

10:45 a.m. General overview (continued) 

12:OO p.m. Lunch 

1:00 p.m. General overview of the GZE (history, organizational structure, privatization, 
achievements - tables, diagrams) 
Ms. Kamila Swillo - Bochenska 

3:00 p.m. Break 

3:15 p.m. Organizational structure of the Financial Department (tables, diagrams) 
Mr. Marek Bulwicki 
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Training Program on Commercialization: Finance and Financial Planning & Budgeting 

The organizational structure of the Financial Service 
Organizational structure of the Economy and Finance Departments 
Distribution of the responsibilities centers within a company 
Organizational structure of the energy sale 
Status and constituent document of the regional divisions 

5:00 p.m. Adjourn 

6:00 p.m. Dinner 

Tuesdav, October 26,1999 

8.00 a.m. Breakfast 

9:00 a.m. Visit to Accounting Department of GZE S.A. 

1200 p.m Lunch 

1.00 p.m. Accounting: The system of the main forms of reporting, Financial and accounting 
reporting. 
Ms. Jadwiga Kacperska 

3:30 p.m. Break 

3:45 p.m. Accounting: Accounting conversion 
Ms. Jadwiga Kacperska 

5:00 p.m. Adjourn 

6 0 0  p.m. Dinner 

Wednesdav, October 27,1999 

8:00 a.m. Breakfast 

9:00 a.m. Planning and Budgeting 
Mr. Antoni Galusek 

Expenses and profit budgeting 

The structure of the financial plan 

10:30 a.m. Break 
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Training Proflam on Commercialization: Finance and Financial Plann~ng & Budgeting 

10:45 a.m. Planning and Budgeting (Continued) 
• How to manage expenses in the distribution companies 
• Methods of the distribution of expenses by different voltage classes 

12:OO p.m. Lunch 
1.00 p.m. Tariffs 

"OBROT" 
• Design of the retail tariffs for electric and heat power 
• Mechanism of the design of tariffs for electric power purchased at the wholesale 

market of the electric power 

3:1@ p.m. Break 

3:45 p.m. Tariffs (Continued) 
• Component of the expenses included into the retail tariffs for the electric power for 

different categories of customers. How the distribution companies can influence 
those components of the expenses 

• Reflection of the losses in the tariffs 

5:00 p.m. Adjourn 

6:00 p.m. Dinner 

Thursday, October 28,1999 

8:00 a.m. Breakfast 

9:00 a.m. Visit to GZE Department dealing with shares and securities 

12:OO p.m. Lunch 

1:00 p.m. Shares and securities: 
Bank Slash - Katowice 
• How to deal with securities (bonds, promissory notes) 

Secondary emission of shares 
e Selling and buying shares 

3:30 a.m Break 

3:45 p.m. Taxation system: Taxation of the financial and commercial activities of the 
distribution companies 

-- 
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Training Program on Commercialization: Finance and FinanciaI Planning & Budgeting 

Mr.  Mnrek Bulwlcki 

5:00 p.m. Adjourn 

6:00 p.m. Dinner 

Fridav, October 29, 1999 

8:00 a.m. Breakfast 

9:00 a.m. Visit to Commercial Department of GZE 

10:30 a.m. Visiting Financial Dcpartrn~iz:~ ~f GEE 

12:OO p.m. Lunch 

1 :00 p.m. Commercial activities 
"OBROT " 

Losses of electric power 

Main technical, economic and cost indicators of the distribution companies and 
their formation (formation of the cost indicators with taking into account the 
existing benefits for the customers) 
Profitability of the distribution companies and the way to increase it 

a Commercial losses of the electric power 
Contracts for electric power consumption with residential customers and legal 
entities 
Settlements with the legal entities for the consumed electricity 

3:30 p.m. Break 

3:45 p.m. Financial Activities 
Mr. Murek Bulwicki 

Controlling system 
Using the profit 

• Control over the money spending 
Methods of managing the circulating assets of the distribution companies 
Methods of the distribution of money from the distribution account of the 
wholesale market of the electric power 

5:00 p.m. Adjourn 
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Training Program on Commercialization: Finance and Financral Planning & Budgeting 

6.00 p.m. Dinner 

Saturday, October 30, 1999 

8:00 a.m. Breakfast 

8:45 a.m. Excursion to Wroclaw 
Check in at Hotel (2  1 rooms for 1 night) 

Sunday, October 31,1999 
Depart Wroclaw to arrive in Kiev @ a.m. on November 1. 
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USEA w 
United States Energy Association 

DATE OF ISSUE: January 111,2000 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

PPdkE, Inc, l Centrenergo 
Corporate Finance Executive Exchange Visit 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR WTEWATIONAL DEVELOPMENT 

And 

UNIETFEE) STATES ENERGY ASSOCUTION 

Location: Allentown, PA 
Dates: October 24-November 6,1999 

Particigants 
Antonina Labuzova, Head of Planning Department of Zmiev TQP 

AlIa Kotlyarova, Head of Planning Department af Vuglt. TPP 
Yegor Klymenchenco, Deputy Director of Engineering Department, Centrenergo 

Mykola Garkavenko, Head of Planning Department, Centrenergo 
Vera Leonenko, Deputy Chief Accountant, Centrenergo 

Valentyna Kryatova, Chief Accountant of Vugi. TPP 
Halyna Avramenko, Interpreter 
Veronica Razuvaeva, Interpreter 



PP&L, Inc. / Centrenergo Executive Exchanpe Visit 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U. S, government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Inc. and the E~rr~npean Bank for Reconstruction & Development 
(EBRD) entered into a contract: for a twinning project between PP&L, Inc. And Centrenergo, one 
of the largest electric generating companies in Ukraine. The U.S. Energy Association (USEA), 
through its Energy Industry Partnership Program (EIPP) with the U.S. Agency for International 
Development, will supplement this contract by providing fbnding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management and fbel market 
operations (procurements). 

This exchange visit will be the fourth activity under the twinning project. A two week seminar on 
financial issues was conducted in September for senior financial representatives of Centrenergo. 
A delegation of these representatives will travel to the U. S. to continue the discussions initiated 
during the seminar. The discussions will be in greater detail and will give an opportunity for the 
participants to see first-hand how PP&L, inc. practices its financial functions. 

The objectives of this visit are as follows: 

1 )  To provide an opportunity for Centrenergo financial representatives to see first-hand how 
PP&L, Inc, operates its financial departments. 

2) To continue discussions intiated during the Finance Seminar conducted September 19-26 
at Centrenergo. 

3)  To determine fbture activities and deliverables. 

- 
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PP&L, Inc. / Centrenerpo Executive &chan~e Visit 

Corporate Finance Executive Exchange Visit 

Sundav, October 24,1999 

8: 15 am Depart Kyiv on Ukraine International flight #3825 for Frankhrt. 

10:05 am Arrive Frankfbrt. 

1:30 pm Depart Frankfbrt on United Flight #35 15 for Newark 

3 5 5  pm Arrive Newark Met at gate by Jerry Trexler (from PP&L, Inc.) Travel to 
Allentown Hilton Hotel - Approximately a 1 hour drive. 

6:00 pm Check into Allentown Hilton Hotel 

Hilton Hotel 
904 Hamilton Mall Road 
Allentown, PA 18 10 1 
Tel: 6 10-43 3 -222 1 

Mondav, October 25,1999 

9:00 am Meeting with representatives from United States Energy Association. 

- - Overview of USEA and WEC 
Energy Industry Partnership Program (EIPP) 

> Role in Centrenergo / PP&L, Inc. EBRD Twinning Program 

Review of Document 

Distribution of Per Diem Allowance 
% Signing of tax forms 

Program evaluation forms 
Objectives 

12:OO pm Lunch 

1.30 pm Overview of PP&L, Inc. 

Overview of the company - Vision, mission and strategy 
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PP&L, Znc. / Centrenerpo Executive Exchanne Visit 
Organizational structure 
Service territory 
Customers groups - 

e Generation, transmission and distribution 
History 

+ Board of Directors 
% Shareholders 

2:45 pm Break 

3:00 pm Overview of U.S. electric utility industry and regulations 

Deregulation trend in the U.S. 
Current situatior~ 111 the U.S .. 

Y. Cuiralit siiuaiio~~ ~ I I  PA 
b PP&L's role in the restructuring process 

5:00 pm Adjourn 

Tuesdav, October 26,1999 

9:00 am PP&L Finance Department 

Organizational Structure 
b Debt and equity 
% Role of shareholders 
> Board of Directors 
+ Annual Shareholders Meeting 

Voting rights 

10:30 am Break 

10:45 am PP&L Finance Department (Continued) 

Interest payments 
Dividends 

* Retained earnings 
Capital structure 

+ Examples 

12:00 pm Lunch 
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PP&L, Znc. / Centrenergo Executive Exchange Visit 
1:30 pm Sources of Financing 

Long-term debt 
> Preferred stocks . - Common stocks . - Short-term debt 
> Bond forms 

3:00 pm Break 

3:15 pm Coursework Exercise 

5:00 pm Adjourn 

Wednesdav, October 27, 1999 

9:00 am Financing Requirements, Laws and Regulations 

Construction forecast 
... Role of Board of Directors 

Regulatory approval 
Role of Investment Bankers 
Role of TrusteePaying Agent 

10:30 am Break 

10:45 am Financing Requirements, Laws and Regulations (Continued) 

12:OO pm Lunch 

1:30 pm Financing Requirements, Laws and Regulations (Continued) 

3:00 pm Break 

3:15 pm Coursework Exercise 

5:00 pm Adjourn 

Thursday, October 28,1999 

9:00 am Taxation Issues 
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PP&L, Inc. / Centrenerao Executive Exchange Visit 
Interaction tvitlt Tax authorities 

Names of organizations 
;.- Number of organizations 
;.- Reporting to tax authorities 
;i Responsibilities of the company and tax authorities 

10:45 am Break 

1 1 :00 am Taxation Issues (Continue) 

12:OO pm Lunch 

1:30 pm Taxation Issues (Continue) 

3:00 pm Break 

3:15 pm Coursework Exercise 

5:00 pm Adjourn 

Fridav, October 29, 1999 

9:00 am Investor Relations 

Investor Profile 
;.- Investor mix 

Interest payments 
Dividend payments 

;.- Retained earnings 

10:30 am Break 

10:45 am Investor Relations (Continued) 

Dividends 
> Common vs. Preferred 
;.- Payable dates 
> Current dividend rates 

Methods of payments to shareholders 

Annual Meeting 
Right to vote 
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PP&L, Inc. / Cerztrenerp.~ E,uecutive Exchange Visit 
Proxy statements 
Role of ADP in voting process 
Role of proxy solicitor 

Shareholder Publication 
Quarterly Reports 

+ Annual Reports 
+ Shareholder Handbook 
% Home Page on the World Wide Web 

12:OO pm Lunch 

1.30 prn Investor Relations (Continued) 

Shareholder Service 
Dividend reinvestment program 
Electronic direct deposit of dividends 
Toll-free telephone number 

S Stock transfer (using an agent vs. In-house record keeping) 
* Stock transfer and record keeping) 

Rating Agencies 
+ Range of rating 

PP&L7s rating 

Role of the Utility Stock Analyst 
* Overview of analyst presentations 
* Quarterly earnings estimates 
+ Discussion of analyst's ratings 
* Participation by PP&L in regional investor fairs 

3:15 prn Break 

3:30 pm Coursework Exercise 

5:00 pm Adjourn 

Saturday, October 30, 1999 

Free day. 

Sunday, October 31,1999 
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PP& L, Inc. / Centrenergo Executive Exchange Visit 
Free day. 

Monday. November 1,1999 

9:00 am Profitability Measures 

Why does someone start a business? 
Profitability Measures - Measuring the Business Success 

Total Earnings 
Earnings per share 
Return on shareowner equity 
Return on investment 

3j Bond covenants 

10:30 am Break 

10:45 am Profitability Measures (Continued) 

Profitability Measures - Measuring the Business Success --. 
r Return on investment 
3 Bond convenants 

12:OO pm Lunch 

1:30 pm Profitability Measures (Continued) 

What can be done to improve profitability? 

3:00 pm Break 

3:15 pm Profitability Measures (Continued) 

Economic Value Added Model (EVA) 
+ Business Operations Model 

5:00 pm Adjourn 

Tuesday, November 2,1999 

9:00 am Profitability Measures (Continued) 

Economic Value Added Model (EVA) 

- 
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PP&L, Inc. / Centrenergo - Executive Exchange Visit 
Business Operations Model 
Examples 

10:30 am Break 

10:45 am Business Decision Analysis 

Key steps to effective business decisions 
Discounted cash flow analysis - How it works and definition of Net 
Present value (NPV) 

* NPV tables 
Business decision analysis -- Examples 

12:00 pm Lunch 

1.30 pm Business Decision Analysis (Continued) 

* Business decision analysis -- Examples 

3:00 pm Break 

3:15 pm Business Decision Analysis (Continued) 

Risk management techniques of small projects 

5:00 pm Adjourn 

Wednesdav, November 3,1999 

9:00 am Business Decision Analysis (Continued) 

Examples of decision making in a competitive environment 
Successfbl business strategies 

10:30 am Break 

10:45 am Business Decision Analysis (Continued) 

+ Coursework Exercise 

12:OO prn Lunch 
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PP&L, Inc. / Centrenerpo Executive Exchange Visit 
1.30 pm Business Decision Analysis (Continued) 

Further Discussions 

3:00 pm Break 

3:15 pm Project Evaluation Model 

3L Overview 
> Project evaluation model using discounted cash flows 

Inputs for discounted cash flow model 

5:OO prn Adjourn 

Thursday, November 4,1999 

9:00 am Project Evaluation Model (Continued) 

How discounted cash flow model works 

10:30 am Break 

10:45 am Project Evaluation Model (Continued) 

How discounted cash flow model works (continued) 

12:OO pm Lunch 

1 :30 pm Project Evaluation Model (Continued) 

* Coursework Exercises 

3:00 pm Break 

3:15 pm Project Evaluation Model (Continued) 

* Coursework Exercises (Continued) 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenerao Executive Exchanae Visit 
Fridav, November 5,1999 

9:00 am Review and Feedback 

10:30 am Break 

10:45 am Review and Feedback (Continue) 

12:OO pm Adjourn 

Saturdav, November 6,1999 

2:00 pm Check out of Hilton Hotel. Depart by van for Newark Airport (approximately a 1 
54 hour drive. 

3:30 pm Check-in at airport 

5:50 pm Depart on United flight #35 14 to Frankhrt. 

Sundav, October 27,1999 

7:20 am Arrive Franwrt.  

9:45 am Depart Frankfurt on United Flight #3824 for Kyiv, Ukraine 

1:05 pm Arrive KyivEiorispol Airport. 
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USEA 
- 

United States Energy Association 

DATE OF ISSUE: January 11,2000 

AGENDA 

UNITED STATES ENERGY ASSOCIATION QUSEA) 
ENERGY INDUSTRY PAIR'FNEWSHIP IPROGMM 

* * * * * *  
HUMAN RESOURCE MANAGEMENT aBr 

CORPORATE COMMUNICATIONS 
SEMINAR 

Kentucky Utilities / Dniproenergo 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Zaporozhye, Ukraine 
Dates: October 31-November 6,1999 

I )  Joseph S. Moyers, Manager of Human Resources, Kentucky Utilities 
2) John N. Fryman, Manager of Employee Benefits, Kentucicy Utilities 
3) Martha S. Baker, Employee Communications Coordinator, Kentucky Utilities 
4) Roger D. Hickman, Regulatory Analyst, Kentucky Utilities 
5) Albert Doub, Senior Program Coordinator, USEA 



Human Resource Manizaement / Corjporate Communications Seminar 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

On July 9, 1996 Dniproenergo and Kentucky Utilities concluded an initial Executive Euchange 
Visit to Kentucky by signing a Cooperat~ve Partnership Agreement. Since that time a num'uer uf 
activities were organized under this partnership including executive exchange visits, advisory 
missions, internships and seminars. The major topics for those activities were utility management, 
utility financing, accounting principles, budgeting and procurement procedures. 

Dniproenergo has requested that the topics of human resource management and corporate 
communications be major focus areas for FY 2000. These topics have not been addressed in 
previous partnership activities. These issues are of increased importance to Dniproenergo as they 
continue in their progression to be hlly privatized. Improving the management of their personnel . 
in a more effective and cost efficient manner will make the company more attractive to investors. 

Improving communications, both within the organization and to the outside community, will also 
be essential in attracting potential investors. How Dniproenergo presents itself to the public as a 
competently managed company will play an integral role in how it is viewed by investors. 

This seminar will focus on the organizational structure of a U.S. human resource management 
department and its roles and responsibilities within the organization. Human resources 
discussions will focus on personnel policies, job descriptions and functions, salary requirements, 
hiring and firing procedures, and employee benefits. 

The objectives of this visit are as follows: 

1) To provide Dniproenergo with information on how a U.S. electric utility manages its 
human resources including employee benefits, job descriptions, salary structure, and hiring 
and firing procedures. 
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Human Resource Management / Corporate Communications Seminar 

2) To provide Dniproenergo with information on how a U.S. electric utility manages its 
corporate communications including internal employee communications, external public 
relations and customer relations, government relations and investor relations. 

3) To discuss any remaining financial issues that have been discussed in previous partnership 
activities in FY 1998 and FY 1999. 

4) To determine hture activities and deliverables for the remainder of FY 2000. 

PROGRAM 

The program of this activity will include a three day seminar with formal presentations by 
Kentucky Utilities on human resource management issues, employee benefits, arid co~porate 
communications. Meetings will also be held with senior Dniproenergo management to determine 
fhture partnership activities and possible deliverables. 
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Human Resource Manawment / Corporate Communications Seminar 

Human Resource Management and Corporate 
Communications Seminar 

Agenda 

Sundav, October 31,1999 

2:00 p.m. Albert Doub departs Washington, DC on Delta flight #I875 for Atlanta. 

2:40 p.m. Roger Hickman departs Louisville on Delta flight #507 for Atlanta. 

3 2 5  p.m. Martha Baker, John Fryman and Joseph Moyers depart Lexington on Delta Flight 
#627 for. Atianta. 

3:46 p.m. Albert Doub arrives Atlanta. 

4:05 p.m. Roger Hickman arrives Atlanta. 

4:45 p.m. Martha Baker, John Fryman and Joseph Moyers arrive Atlanta. 

5:50 p.m. Entire delegation departs Atlanta on Delta flight #2812 for Vienna. 

Mondav. November 1,1999 

9:20 a.m. Delegation arrives Vienna. 

10:25 a.m. Delegation departs Vienna on Austrian Air flight #607 for Dnepropetrovsk. a 

1 :45 p.m. Delegation arrives Dnepropetrovsk and is greeted by Dniproenergo. Depart by 
van for Zaporozhye. 

3 : 15 p.m. Arrive Zaporozhye and check into Ukraina Hotel. 

Ukraina Hotel 
62 Lenin Street 
Zaporozhye, Ukraine 
Tel: 01 1-380-6 12-346-673 
Fax: 01 1-380-612-332-558 

- 
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Human Resource Manapement / Corporate Communications Seminar 

Tuesday, November 2, 1999 

8:30 a.m. Depart for Dniproenergo headquarters. 

8:45 a.m. Seminar registration 

9:00 a.m. Opening remarks and introductions 
Vladimir Bondarenko, Chairman, Dniproenergo 

9: 10 a.m. Overview of USEA 
Albert Doub, Senior Program Coordinator, USE'4 

Energy Industry Partnership Program 
Partnership activities and objectives 

a Summary of previous activities 

9:30 a.m. Current situation in U.S. electric utility industry 
Roger Hickman, Regtilatory Analyst, Kentucky Utilities 

Deregulation 
Competition 
Kentucky Utilities and LG&E merger 

10:30 a.m. Break 

10:45 a.m. Discussion of previous Finance and Accounting activities between 
Dniproenergo and Kentucky Utilities 
Roger Hickman, Regulatoly Analyst, Kentucky Utilities 

Overview of activities 
Dniproenergo progress to date 
Remaining Q & A 
Deliverables 

12:OO p.m. Lunch 
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Human Resource Manapement / Corporate Communications Seminar 

1 :30 p m. Overview of KU Human Resources Department 
Joseph Moyers, Ma~lager, Human Resource Department, Kentucky i/lilities 

Organizational Structure 
Functions 1 responsibilities 

2:00 p.m. Staffing 1 Position Descriptions 
Joseph Moyers, Manager, Human Resource Department, Kentucky [Jtilities 

3:00 p.m. Break 

Titles 
Reporting Relationships 
Major Duties 
Responsibilities 
Positions Supervised 
Financial Authority 
Education Required 
Experience Needed 
Hiring and firing procedures 

3: 15 p.m. Compensation 1 Salaries 
Joseph Moyers, Manager, Human Resource Department, Kentucky Utilities 

Base Pay 
Cost Of Living 
Promotion Increases 
Merit Raises 
Incentives 
Industry Comparisons 

5:00 p.m. Adjourn 

Wednesdav, November 3,1999 

9:00 a.m. Employee Development 1 Training 
Joseph Moyers, Manager, Human Resource Department, Kentucky Utilities 

Orientation Programs 
On The Job Training 
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Human Resource Manapement / Corporate Communications Seminar 
Competency Testing 

a Seminars 
Conferences 

a Continuing Education 
Skills Enhancement 

10:OO a.m. Break 

10: 15 a.m. Employee Benefits 
John Fryman, Manager of Employee Benefits, Kentzrcky Utilitiss 

Overview of employee benefits department 
@ Roles and responsibilities 
o ?vltsdical Plans 

Retirement Program 
a Pension 
a Vacation 

Holidays 

12:00 p.m. Lunch 

1.30 p.m. Employee Benefits - Continued 
John Fryman, Manager of Employee Benefits, Kentucky Utilities 

Sick Leave Policy 
a Personal Time Off 

Savings Plans 
Tuition Reimbursement 
Life Insurance 

3:00 p.m. Break 

3 : 15 p.m. Employee Benefits - Continued 
John Fryman, Manager of Employee Benefits, Kentucky Utilities 

a Stock Investment Plans 
a Flex Time 

Disability Benefits 
Severance Programs 
Succession Planning 
Personal Counseling Services 
Maternity Leave 
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Human Resource Mannpement / Corporate Communications Seminar 

a Career Development 

5:00 p.m. Adjourn 

Thursday, November 4,1999 

9:00 a.m. Corporate Communications 
Martha Baker, Employee Communications Coordinator, Kentucky Utilities 

8 Overview of Communications Departments 
BL Roies and responsibilities 

9:30 a.m. Internal Employee Communications 
Martha Baker, Employee Commzinications Coordinator, Kentucky LYJtilities 

a Intranet 
Newsletters 

a Email 
Special publications 
Internal Promotions 
Issues Management 

10:30 a.m. Break 

10:45 a.m. Public Information and Community Relations 
Martha Baker, Employee Communications Coordinator, Kentucky Utilities 

a Media Relations 
Crisis Communications 
Customer Communications 

12:OO p.m. Lunch 

1:30 p.m. Financial Communications 
Martha Baker, Employee Communications Coordinator, Kentucky Utilities 

Communication of company performance & development strategy with 
shareholders 
Annual report preparation and distribution 
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Human Resource Mnnaaement / Corporate Communicntions Seminar 

2:30 p.m. Marketing Communications 
Martha Baker, Employee Commur~ications Coordinator, Kentucky Utilities 

a Brand Management 
a Advertising Campaigns 

Event Management 

LG&E Energy Foundation 
Martha Baker, Employee Communications Coordinator, Kentucky IJtilities 

a Purpose 
a Focus 

3:30 p.m. Break 

3:45 p.m. Open discussion 
All Speakers 

@ Remaining Questions and Answers 
Where do we go from here 1 fbture activities 

a Possible deliverables 

5:OOp.m. Adjourn 

Friday, November 5,1999 

Morning Free time 

1 1 :00 a.m. Check out of hotel and depart by van for Dnepropetrovsk airport 

2:45 p.m. Depart for Vienna on Austrian Air flight #618 

4:20 p.m. Arrive Vienna, Depart by taxi for hotel. 

5:00 p.m. Check into Top Kaiserin Elisabe Hotel 

Top Kaiserin Elisabe Hotel 
Weihburggasse 3 
A- 10 10 Vienna, Austria 
Tel: 0 1 5 15260 
Fax: 01 5 15267 
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Human Resource Management / Corporate Communications Seminar 

Saturday, November 6, 1999 

8:30 a.m. Check out of hotel and depart for Vienna Airport 

10:55 p.m. Depart on Delta flight #2811 for Atlanta 

3 :50 p.m. Arrive Atlanta 

5:20 p.m. Depart on Delta flight #I126 for Lexington, KY 

6:27 p.m. Arrive Lexington, KY 
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USEA 
United States Energy Association 

Draft: October 28. 1999 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * *  

METERING, BILLING, AND COLLECTIONS 
SEMINAR 

* * * * * *  

FIRST ENERGY CQRPORPbTION / 
KHlARKIVOBLENERGQ PARTNERSHIP 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

October 31 - November 6,1999 

Kharkiv, Ukraine 

Participants 

Mr. John A. Gill, Senior Vice President, FirstEnergy Corp. 
Jack A. Wine, Manager, T&D Technical Services, FirstEnergy Corp. 
Stephen E. Morgan, Regional President - Central, FirstEnergy Corp. 

Yelena Golbin, Deputy Program Manager, USEA 
Yuriy Knurov, Consultant, USEA 



First Energy~harkivoblenergo-Metering, Billing, and Collections Seminar 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U.S. Government assistance effort in the energy sector ofthe Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U. S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the NIS. Presently, the ETPP has establish fifteen 
U.S./NIS industry partnerships in seven of the eleven NIS republics. 

USEA's program is one of the oldest and the most active in Ukraine. It started in 1993 with a 
partnership program between the Kievenergo and PP&L. Since then USEA successfuliy expanded 
its activities in Ukraine with a total of six partnership programs currently established between 
Ukrainian and U. S. electric utilities and regulatory agencies. Given the current restructuring reform 
and privatization of the Ukrainian power industry, the benefits of the partnership program cannot be 
overestimated. USEA is continuously working on organizing new partnerships in order to enable 
more Ukrainian power companies to use the advantages of the direct information and experience 
exchange with U.S. utilities. 

Kharvivoblenergo was identified by USEA as a potential candidate for participation in the partnership 
program. Kharkivoblenergo is a state joint stock company involved in marketing and distribution of 
electric power in the Kharkiv region. Kharkivoblenergo currently does not have any generating 
capacities but are planning to get them in future. Kharkivoblenergo's 6,204 employees service 
1,148,504 customers. The annual electricity sale is 48,344 million kilowatt hours.The state owns 
25% of the company plus one share, legal entities own 3 1%, and private individuals own 9%. The 
remaining 3 5% of the shares are planned to publicly offered this year. 

The Initial Partnership Exchange Visit for the Kharkivoblenergo management was organized in 
September 1999. The main objectives of this visit were to: give Kharkivoblenergo's upper 
management an opportunity to learn more about Energy Industry Partnership Program of USEA; 
visit the FirstEnergy Corporation in order to obtain first hand information about utility operations 
in market conditions; sign a Cooperative Agreement and Memorandum of Understanding between 
FirstEnergy, Kharkivoblenergo and U.S. Energy Association. 

The purpose of the upcoming visit is to allow the prospective partners to learn more about each 
other, to give the FirstEnergy delegation an opportunity to visit Kharkivoblenergo's facilities, and 
to strengthen personal ties between the company's upper managers. 

United States Energy Association-Energy Industty Partnership Program 
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First Enera&harkivoblenergo-Metering, Billing, and Collections Seminar 

THE PROGRAM 

The program of this activity will include: meeting with USAID Mission/'Kyiv, formal presentations 
by both FirstEnergy and Kharkivoblenergo on their structure, operations, and major issues; tour of 
Kharkivoblenergo facilities; two day seminar on Metering, Billing, and Collections; and development 
of a FY2000 workplan. 

United States Energy Association--Energy Industry Partnership PTograrn 
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First Energy/Kharkivoblenergo-Metering, Billing, and Collections Seminar 

Agenda - Metering, Billing, and Collections Seminar 

Sunday, October 31,1999 

2:40 p.m. Depart from Cleveland Hopkins Airport to Washington/Dulles, United. Flight # 
7336 
Delegation: John A. Gill, Jack Kline, Stephen E. Morgan 

4: 10 p.m. Arrive in Washington,Dulles - Meet with Yelena Golbin, USEA 

5:25 p.m. Depart from WashingtodDulles to Frankhrt, United, Flight # 9 16 

Monday, November 1,1999 

7: 10 a.m. Arrive in Frankfitrt 

9:45 a.m. Depart from Frankhrt to KyivA3orispol Airport, United, Flight # 3824 

1 : 10 p.m. Arrive in KyivA3orispol Airport - Greeted by Yuriy Knurov, USEA 
Transport to Rus Hotel 

Rus Hotel 
4 Gospitalnaya Street 
Kyiv, Ukraine 252023 
Tel.: 01 1 380 44 220 4255 
Fax: 01 1 380 44 220 4396 

5:00 p.m. Meeting with USAID MissionKyiv 

Tuesdav, November 2,1999 

6:00 a.m. Depart Kyiv to Kharkiv (by car) e 
12:OO p.m. Arrive in Kharkiv - Greeted by Kharkivoblenergo 

Check in at Kievskiy Hotel 

Kievskiy Hotel 
Kultury Street, 4 
Kharkiv 

United States Energy Association-Energy Industry Partnership Program 
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First EnergyKharkivoblenergo-Metering, Billing, and Collections Seminar 

Tel.: 01 1 380 572 43 90 31 
Fax: 011 380 572 1431 00 

l.OOp.m. Lunch 

2:30 p.m. Meeting with Kharkivoblenergo Management - FirstEnergy, 
Kharkivoblenergo & USEA 

Overview of the agenda 
Tour the facilities 

Wednesday, November 3, 1999 

9:00 a.m. VV"lcsune and Introduction -. 'W. ,Y~ivitsty, Clllairm,zr2, Kha~.kivohlcr:cu,no 

9: 15 a.m. Overview of USEA - Yelerru Golbin, Depug Program Manager, USEA 
U. S. Energy Association Overview 
World Energy Council 
U. S. Agency for International Development 
Energy Industry Partnership Program 
Partnership Activities and Objectives 

9: 3 0 a.m. Overview of FirstEnergy Corp. - John A. Gill, Senior Vice President; 
FirstEnergy Corp. 

Corporate Overview - Vision, Mission and Strategy 
Organizational Structure 
Service Area 
History 
Board of Directors 
Shareholders 

10:30 a.m. Break 

10:45 a.m. Metering - Jack A. Kline, Manager, T&D Technical Services, FirstEnergv 
Meter Support & Testing 
Meter Data Collection & Management 
Meter Repair & Calibration 
Diagnostic Testing 

12:00 p.m. Lunch 

United States Energy Association-Energy Industry Partnership Program 
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First Energy/Kharkivoblenergo-Metering, Billing, and Collections Seminar 

1 :30 p.m. Metering (Cont.) 
a Meter Installations & Configurations 
* Meter Reading Process 

Metering Metrics 

3:00 p.m. Break 

3 : 15 p.m. Customer Service Overview- Stephen E. Morgan, Regional President - Central, 
FirstEnergy 

Customer Service Organization 
Customer Rights and Responsibilities 
Personal Communication with Customers 
Establishing New Accounts 

5:OOp.m. Adjourn 

Thursday, November 4,1999 

9:00 a.m. Community Affairs - Jack A. Kline, Manager, T&D Technical Services, 
FirstEnergy 

Public Relations 
Assistant Programs 
Community Atfairs 
Economic Development 

10:30 a.m. Break 

10:45 a.m. Meter Reading, Billing and Collections - Stephen E. Morgan, Regional 
President - Centml, FirstEnergy 

Monthly Billing Cycles 
Types of Bills 
Processing the Payment 
Establishing and Operating a Computerized Customer Information System 
Customer Records 

12:OOp.m. Lunch 

1:30 p.m. Meter Reading, Billing and Collections (Cont'd)- Stephen E. Morgan, 
Regional President - Central, FirstEnergy 

Collections Process 

United States Energy Association-Energy Industry Partnership Program 
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First EnergylKharkivoblenergo-Metering, Billing, and Collections Seminar 

Negotiations 
Problem Collections through Collection Agencies 
Legal Action 
Credit Bureau 

* Disconnect Process 
Final Bill Collection 

3:30 p.m. Break 

3 :45 p.m. Question and Answer Session 

5:OOp.m. Adjourn 

Friday, November 5,1999 

9:00 a.m. Debriefing Meeting with Kharkivoblenergo 
* Program Evaluation 

Future Plans 
Identification of Milestones and Deliverables 

10:OO a.m. Tour the Facilities 
Sales Department 
Customer Service Center 

12:OO p.m. Lunch 

1 :30 p.m. Tour the Facilities (Cont'd) 
Dispatch Center 

* Substation 

4:30 p.m. Depart to Kharkiv Airport 

5:50 p.m. Depart from Kharkiv to Kyiv/Borispol Airport 

7:30 p.m. Arrive in Kyiv/Zhulyany Airport 

8:00 p.m. Check in at the Rus Hotel 

Rus Hotel 
4 Gospitalnaya Street 

United States Energy Association-Energy Industry Partnership Program 
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Kyiv, Ukraine 252023 
Tel.: 01 1 380 44 220 4255 

Saturday, November 6,1999 

7:50 a.m. Depart from KyiviBorispol to Frankfbrt, Ukraine International, Flight # 401 

9:30 a.m. Arrive to FrankfUrt 

1 :  10 p.m. Depart from FrankfUrt to Washington/Dulles, United, Flight # 917 

4:05 p.m. Arrive to Washington/Dulles 

5:20 p.m. Depart from Washin@on9:;l!e~ to Cleveland Hopkins Airport, United, Flight # 
7337 

7:00 p.m. Arrive to Cleveland Hopkins Airport 

United States Energy Association--Energy Industry Partnership Program 
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HanarkivoblenesgolFirstEnergy Metering, Billing and Collection Seminar in 
Kharkiv, Ukraine October 31 - November 6, 1999 

The main goal of the KharkivoblenergolFirstEnergy Metering, Billing and Collection 
Seminar in Kharkiv was to provide Kharkivoblenergo with detailed information about 
the organization of Metering, Billing and Collection in FirstEnergy Corporation, to 
share experience with the Ukrainian partners and to answer their questions in order to 
improve Metering, Billing and Collection in Kharkivoblenergo by means of using 
FirstEnergy experience. 

Mr. Krivitskiy, Chairman of the Board of Kharkivoblenergo, opened the seminar on 
November 3, 1999. Mr. Krivitskiy said that Metering, Billing and Collection were the 
most important issues for Kharkivoblenergo operations. Therefore at the request of 
the Ukrainian side, the first activity in Ukraine in the framework of the 
~arkivoblene~go1FlrstEwrgy Partnership Program was devoted to those particular 
issues. Kharkivoblenergo i s  now in the process of improving Metering, Billing and 
Collection and therefore the seminar is very timely and important for the Ukrainian 
Utility. The seminar will give Kharkivoblenergo an opportunity to become 
familiarized with American methods of organizing the metering. billing and collection 
process. 

120 attendees of the seminar represent all the local grid enterprises of 
Kharkivoblenergo. Among them there are Directors, Deputy Directors, Heads of the 
Departments of local grid enterprises of Kharkivoblenergo responsible for Metering, 
Billing and Collection. In addition among the participants were representatives of the 
Executive Board of Kharkivoblenergo including Top Management - Chairman of the 
Board, Deputies Chairmen of the Board, Heads of the Departments of the Executive 
Board responsible for metering, billing and collection, namely: Vladimir Krivitskiy, 
Chairman of the Board; Anatoliy Krivtsov, First Deputy Chairman of the Board; 
Anatoliy Blizno, Deputy Chairman of the Board on Human Resources; Sergei E(lrik, 
Deputy Chairman on Energy Sale; Yevgeniy Aleksakhin, Executive Director; Sergey 
Snezhko, Secretary of the Board and others. 

After brief overviews of USEA made by Yelena Golbin, Deputy Program Manager, 
USEA EIPP, of Kharkivoblenergo, made by Sergei Kirik, Deputy Chairman on 
Energy Sale, Kharkivoblenergo and of FirstEnergy Corporation made by John Gill, 
Senior Vice President, FirstEnergy Corp., the floor was given to Jack Kline, Manager, 
T&D Technical Services, FirstEnergy for the presentation on metering. The attendees 
asked the following questions on the topic: 

1. What types of meters are used in FirstEnergy? 
2. What is the cost of a regular electronic meter used by FirstEnergy? 
3.  What devices do meter-readers use for meter reading? 
4. Where are meters usually installed in the residential customers' houses? 
5. How many meter readers are there in the FirstEnergy? 
6. How often do meter readers do meter reading for different categories of 

customers? 
7. What is the average salary of a meter reader? 



8. Whom the meters belong to - customers or the company? 
9. How often and due to what reasons meters can be replaced? 

The speaker properly answered all the questions. 
Then the floor was given to Stephen Morgan, Regional President - Central, 
FirstEnergy for the customer service overview (the materials of the presentation are 
enclosed). The attendees asked the following questions on the topic: 

1. What is the organizational structure of the customer service? 
2. How many customers are there in the FirstEnergy? 
3. What kind of new accounts are being established in the FirstEnergy? 
4. What are the ways of personal communications with the customers? 
5. What are the rights and responsibilities of the customers? 

The speaker properly answered all the questions. 

On November 4 in the morning the floor was given to Jack Wine, Manager, T&I) 
'Technical Services, birstknergy, who presented materials on Comrnunity ATairs 

Jack1 Kline was followed by Stephen Morgan, Regional President - Central, 
FirstEnergy who spoke about meter reading, billing and collection. The presentations 
were followed by a question and answer session that took place at the end of the day. 

The attendees asked the following questions on the topics discussed: 

1. What types of bills do you use in your company? 
2. What are the monthly billing cycles'? 
3. Will you please tell in detail about the methods of payments processing in 

FirstEnergy? 
4. What Customer Information system do you use in FirstEnergy? 
5. What is the percentage of cash collection in your company? 
6. In what cases can you disconnect the customers? 
7. Will you describe in detail problem collection process through Collection 

Agencies? 

The speakers properly answered all the questions. 

On November 5 in the morning there was a site tour. Members of the American 
delegation visited Balakleya Regional Grid Enterprise. Tatiana Shapovalova, Director 
of Balakleya Regional Grid Enterprise overviewed in brief the Enterprise's activities, 
spoke on the achievements and problems. Balakleya R e ~ o n a l  Grid Enterprise is 
considered to be one of the best in Kharkivoblenergo. The percentage of cash 
collection in the Enterprise is as follows: residential customers - 52%, industrial and 
commercial customers - 38%. Staff of the Enterprise - 48 persons including 14 
engineers, area of service 1968 sq. km, number of towns and villages - 65, number of 
customers - 95 000. The Enterprise is engaged in metering, billing and collection 
within its service territoly as a division of Kharkivoblenergo. 

After lunch there was a debriefing meeting of FirstEnergy with Kharkivoblenergo for 
program evaluation, future plans discussion and identification of milestones and 



deliverables. The following people were present at the meeting: on the part of 
Kharkivoblenergo - Vladimir Krivitskiy, Chairman of the Board; Anatoliy Knvtsov, 
First Deputy Chairman of the Board; Anatoliy Blimo, Deputy Chairman of the Board 
on Human Resources and Sergei K~rik, Deputy Chairman on Energy Sale; on the part 
of FirstEnergy - all the members of the American delegation; on the part of USEA - 
Yelena Golbin, Deputy Program Manager, Yuriy Knurov, Consultant. 

In his closing remarks, Mr. Knvitskiy said that the seminar was successful because 
the attendees acquired a lot of new and interesting information about the American 
experience of metering, billing and collection. Of course it is quite impossible to 
apply 100% of what we heard during the seminar in Kharkivoblenergo due to the 
differences in the level of economic development, amount of funds available, low 
level of cash collection, etc. But nevertheless there a lot of things that can be applied 
in the near future, for example, starting billing the customers, replacement of the old 
meters for the modem ones, changing the very philosophy of dealing with the 
customers. developing marketing approaches, etc. 

At the conclus~on of the sermnar, Mr. kivitsluy proposed the topic for the next 
activity: a seminar at FirstEnergy on Information Systems and Corporate 
Management. The participants of the meeting approved this topic. 
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UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PR0GRA.M 

PP&E, Floe. / Cenfrenergo 
Corporate Accounting Executive lExchange Visit I 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Washington, DC & Allentown, PA 
Dates: November 6 - 20,1999 

Participants 

Ganna Kostelnyuk, Deputy Chief Accountant, Centrenergo 
Hryna Tsvelikh, Chief Accountant, Centrenenesga 

Lyobov Konovalova, Chief Accountant of Zmiev TPB, Centrenergo 
Eyudmyla Storozhuk, Deputy Chief Accountant TRIP, Centrenergo 
Lyubov Gradovska, Manager of Credit Department, Centrenergo 

Oleksandr Solovyov, Deputy Finance Director, Centrenergo 
Viktoria Kostereva, Engineer, Centrenergo 

Oleksandr Perevoznyy, Deputy Economics Director, Centrenergo 
Halyna Avramenko, Interpreter 
Veronica Razuvaeva, Interpreter 
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PP&L, Inc. / Centrenergo Accounting Executive Exchanae Visit 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States @IS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Inc. and the European Bank for Reconstruction & Development 
(EBRD) entered into a contract for a twinning project between PP&L, Inc. and Centrenergo, one 
of the largest electric generating companies in Ukraine. The U.S. Energy Association (USkA), 
through its Energy Industry Partnership Program (EIPP) with the U.S. Agency for International 
Development, will supplement this contract by providing funding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management, and fuel market 
operations (procurements). 

Through the preliminary studies, PP&L concluded that their efforts in this twinning project should 
provide Centrenergo with guidance, training and development, and exposure to current practices 
in the following five disciplines: (1) accounting; (2) finance; (3) commercialization; (4) strategic 
and business planning; and (5) technical, environmental and safety. 

This exchange visit will be the fourth activity under the twinning project. A two week seminar on 
accounting issues was conducted in September for senior accounting representatives of 
Centrenergo. A delegation of these representatives will travel to the U.S. to continue the 
discussions initiated during the seminar. The discussions will be in greater detail and will give an 
opportunity for the participants to see first-hand how PP&L, Inc. practices its accounting 
fhnctions and also to learn about the U.S. electric utility accounting process. This exchange visit 
will enable Centrenergo to work towards improvements in their accounting procedures. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To discuss U.S. electric utility accounting procedures. 

2) To discuss the budgeting process, basic accounting (e.g., debits and credits, income 
statements, balance sheets, and cash flow concepts, Etc.), Pennsylvania Public Utility 
Commission accounting requirements, FERC accounting methods and requirements, 
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PP&L, Inc. / Centrenergo Accounting - Executive Exchange Visit 
management of accounting function (e.g., centrally or in the field departments), and 
review and feedback issues. 

3)  To continue discussions initiated during the Accounting Seminar conducted September 
19-26 at Centrenergo. 

4) To determine hture activities and deliverables. 

PROGRAM 

The program will consist of various meetings on accounting at PP&L in Allentown, PA and at 
USEA in Washington, DC. The delegation will also take two field trips to New York to visit 
Morgan Stanley Dean Witter and to Philadelphia to visit PNC Bank. 
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PP& L, Znc. / Centrenergo Accounting Executive Exchanae Visit 

Agenda for Corporate Accounting Executive Exchange Visit 
a 

Saturday, November 6, 1999 

7:50 am Depart KyivlBorispol to Frankhrt on Ukraine Int'l, Flight # 401 

9:30 am Arrive Frankhrt. 

1:10 pm Depart Frankkrt to WashingtodDulles on United, Flight # 9 17 

4:05 pm Arrive WashingtodDulles. Met at gate by Jerry Trexler (from PP&L, Inc ) and 
the two interpreters. Travel to Club Quarters hotel. 

6:CD pm Check into Club Quarters Hotel 

Club Quarters Hotel 
839 17th St., NW 
Washington, DC 20006 
Tel: 202-463-6400 
Fax: 202-463-6401 

Sunday, November 7,1999 

Full Day Free time to become acclimated and to see Washington, DC. You will be 
a 

accompanied by PP&L, Inc. representatives throughout the day. 

Monday, November 8,1999 

8:15 am Check out of hotel. You can store your bags with the hotel bellman. 

8:45 am Travel by taxi to USEA Ofice 

9:00 am Meeting with representatives from United States Energy Association. 

* Overview of USEA and WEC 
3 Energy Industry Partnership Program (EIPP) 

Role in Centrenergo / PP&L, Inc. EBRD Twinning Program 

Review of Document 

* Distribution of Per Diem Allowance 
+ Signing of tax forms 

Program evaluation forms 
* Objectives 
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PP&L. Inc. / Centrenerpo Accounting Executive Exchange Visit 

10:OO a.m. Meeting with USAID 

12:00 pm Lunch 

1:30 pm Depart by minibus for Allentown, PA (RMA Chauffeured Transportation; 
confirmation # 13 74 12) 

6:30 pm Arrive Allentown, PA. 
Check into Hilton Hotel. 

Hilton Hotel 
904 Hamilton Mall Road 
Allentown, PA 18101 
Tel: 6 10-,433-222 1 

Tuesdav, November 9, 1999 

9:00 am Overview of PP&L, Inc. 

Overview of the company - Vision, mission and strategy 
Organizational structure 
Service territory 
Customers groups 
Generation, transmission and distribution 
History 
Board of Directors 
Shareholders 

10:45 am Break 

11:OO am Overview of U.S. electric utility industry and regulations 

Deregulation trend in the U.S. 
r;z Current situation in the U.S. 

Current situation in PA 
> PP&LYs role in the restructuring process 

12:00 pm Lunch 

1 :30 pm PP&L's Accounting Department 

Organizational structure 
h Staff 
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PP&L, Znc. / Centrenergo Accountina Executive Exchanae Visit 
Reporting 

a 
3:00 pm Break 

3:15 pm PP&L, Inc. Information Systems 

Intranet system 
% SCADA applications 
+ Database operations 
% Internal communications 

5:00 pm Adjourn 

Wednesdav, November 10,1999 

9:OO am Budgeting Process 

Expenses 
Timetable 
Who does the various budgets 

+ Approval process 
s- Consolidation 
"i. Reality check 
> Examples 

10:30am Break 

10:45 am Budgeting Process (Continue) 

Construction Budget 
Request process 

x=- Justification criteria 
> Approval process 

Examples 

12:OO prn Lunch 

1:30 pm Budgeting Process (Continue) 

Revenues 
Kilowatt hours - who and how is this prepared 

S Pricing 
Fuel cost and fuel cost recoveries 
Examples 
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PP&L, Inc. / Centrenerpo Accountina Ejcecutive Exchanpe Visit 
3:30 pm Coursework Exercise 

5:00 pm Adjourn 

Thursday, November 11, 1999 

9:00 am Accounts Payable 

> Authorization process - - Accounting assignments 

Impress funds 
Expense Reports 

> Voucher checks 

1 ~ : 3 i ,  am Break 

10:45 am Accounts Payable (Continue) 

> Authorization process 
> Accounting assignments 

Impress funds 
s- Expense Reports 

Voucher checks 

12:00 pm Lunch 

1.30 pm Fuel Accounting 

Types of fuel 
* Plant loading patters 
> Costing of he1 
> Purchasing vs. generating 
% Budgeting vs, actual procedures 

2:30 pm Break 

2:45 pm Other Budgeting Issues 

Financial forecasting 
> Development of financial reports 

Annual budgets 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenergo Accountinz Executive Exchanne Visit 
Friday, November 12, 1999 

All Day - Field Visit to New York to meet with Morgan Stanley Dean Witter 

Saturday, November 13,1999 

Free day 

Sundav, November 14,1999 

Free Day 

Mondav, November 15,1999 

A11 Day - Field Visit La Philade'rjpliia iir ineet with BNC & Tour the Bank Ccnter 
Operations 

Tuesday, November 16,1999 

9:OO am Basic Accounting 

General Definitions 
How balance sheets are constructed 
How income statements are constructed 

10:30am Break 

10:45 am Basic Accounting (Continued) 

% Cash flow statements 
Examples of all statements 

% Statements of shareholders equity 
Examples of basic financial statements 

12:OO pm Lunch 

1:30 pm Basic Accounting (Continued) 

Consolidated statements - development of this document 
% Examples of Consolidated statements 

Source of hnds 
Questions 

3:00 pm Break 
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PP&L, Inc. / Centrenerno Accounting Executive Exchange Visit 
3:15 pm Coursework Exercise 

5:00 pm Adjourn 
Wednesdav, November 17,1999 

9:00 am Basic Accounting (Continued) 

Operating plans 
> Forecasts 

Auditing 
Tax Department operations 
Interest Rates 
Time Value of Money 

10:30am Break 

10:45 am Basic Accounting (Continued) 

Month and year-end reporting process 
;3C Monthly closing procedures 
L- Journal entries at month end 
* Accruals for storms, deferred taxes, and others 
> Amortization schedules 

12: 00 pm Lunch 

1:30 pm Pennsylvania Public Utility Accounting Requirements 

* General definitions 
> Balance sheet requirements 

Income statement requirements 

3:00 pm Break 

3:15 pm Coursework Exercise 

5:00 pm Adjourn 

Thursday, November 18,1999 

9:00 am Pennsylvania Public Utility Accounting Requirements (Continued) 

;z Statement of Shareowners Equity requirements 
3=. Examples of Basic Financial Statements 
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PP&L, Inc. / Centrenerao Accounting Executive Exchange Visit 
10:30 am Break 

10:45 am Pennsylvania Public Utility Accounting Requirements (continued) 

* Cash flow statement requirements 
Examples of all statements 
Questions 

12:OO pm Lunch 

1:30 pm FERC Accounting Methods and Requirements 

- 
H General definitions 
-- Balance sheet requ~reirients 

i Ir~corr~e siale111t~11 I G ~ U ~ I  c111eiktb 

3:00 pm Break 

3:15 pm Coursework Exercise 

5:00 pm Adjourn 

Friday, November 19,1999 

9:00 am FERC Accounting Methods and Requirements (Continued) 

+ Cash flow statement requirements 
Statement of Shareowners Equity requirements 

* Examples of Basic Financial Statements 
Examples of all statements 

> Questions 

10:30 am Break 

1 :30 pm Communication between the Departments 

How the various departments work together in the overall accounting 
* Process 
+ Consolidating the various accounts from the field offices 

12:OO pm Lunch 

1 :30 pm Review and Feedback 
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P M L ,  Inc. / Centrenerpo Accountinp Executive Exchanpe Visit 
2:45 pm Break 

3:00 pm Review and Feedback (continued) 

Saturday, November 20,1999 

6:00 pm Depart Newark to Frankfurt on United, Flight # 35 14 

Sunday, November 21,1999 

7:20 am Arrive Frankhrt 

9 4 5  am Depart Frankhrt to KyivllBlorispol on United, Flight # 3824 

i : I O  pm Arrive KyivtBurispoi 
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United States Energy Association 

DRAFT: October 1.1999 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PAWNERSIHIP BWOGMM 

* * * t * *  

INSURANCE-BASED RISK N~ANAGEIMIENT 11 

SEMINAR II 
KYIVENERGO/BENNSYLVANIA BOWER & LIGHT 

' I 
Sponsored by I1 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

November 7 - 12, I999 

Kyiv, Ukraine 

Participants 

Joseph J. Mezlo, Int'l Director-Business Development, Bower Service Solutions (PB&L) 
John N. Diacogiannis, Senior Analyst - Corporate Risk and Insurance, BP&L 

Y u r j  Knurov, Consultant, U. S. Energy Association 
Janja Lupse, Program Coordinator, U. S. Energy Association 



PP&:Wgyivenergo-Insurance-Based Risk Management Seminar 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative agreement with 
the United States Energy Association in a series of definitional missions to determine the scope of U.S. 
Government assistance efforts in the energy sector of the Newly Independent States (NIS) of the former 
Soviet Union. To administer this task, USEA and USAID jointly developed the Energy Industry 
Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish long-term cooperative 
relationships between U.S. and NIS energy enterprises that provide a mechanism for the U.S. energy 
industry to transfer its experience in market-based energy production, transmission, and distribution to its 
counterparts in the NIS. Presently, the EIPP has established sixteen U.S./NIS industry partnerships in 
seven of the eleven NIS republics. 

On December 10, 1993, Pennsylvania Power and Light (PP&L) and Kyivenergo concluded an Initial 
Executive Evchange Visit culminating with the signing of a Cooperative Partnership Agreement. Since that 
time twentv-one act~vities have been organized under this partnership including executive exchange visits, 
advisory missions, internships, and seminars. The major topics for those activities were utility management, 
utility financing, operations safety, accounting principles, shareholder and investor relations, organization 
structure, and human resource development. 

Kyivenergo has indicated insurance-based risk management as one of the major focuses for FY 2000. The 
consequences of technological and economic developments. and an increased complexity of labor relations 
in Ukraine has lead to increased production-related risks and consequently a need to set up an insurance 
mechanism to be able to compensate for those losses. Kyivenergo has already participated in the 
establishment of the Kyivenergo Non-Governmental Pension Fund which is organized as a closed joint- 
stock company. In addition, Kyivenergo plans to establish their own insurance company in the near future. 
They have requested assistance with this from PP&L, Inc. m s  seminar will enable Kyivenergo to learn 
more about insurance-based risk management as it is utilized by U.S. electric utilities. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To study the U.S. insurance market, its current status, future prospective of the market. and 
discuss legislative regulations of the insurance market. 

2 )  To learn about interactions between the U.S. power utilities and the insurance companies during 
the initial risk analysis stage, the contract execution stage and throughout the insurance contract. 

3) To learn about the approaches to the provisions of the social services offered to the power utility 
employees as accident insurance, health insurance, and additional retirement benefits provided 
through the non-government pension funds. 

4) To learn about the risk management mechanism utilized by U.S. power utilities and discuss its 
organizational structure, sources of funding with regards to these programs, and the development 
of the financial and economic feasibility study in support of implementation of insurance programs. 
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5 )  To identify insurance-based risk management that could be implemented in Kyivenergo 

5 )  Discuss plans for future activities related to this topic. 

THE PROGRAM 

The program for this activity will include: a meeting with USAID & USEA discussing the purpose of the 
seminar and expectations; and a series of meetings, discussions, and presentations at Kyivenergo on 
subjects of U.S. utility insurance-based risk management. Included will be topics such as: types of 
insurances, current status of the insurance market, legislative regulations of the insurance market, different 
stages through the insurance contract, employee accident insurance, employee health insurance, employee 
retirement benefits, risk management mechanism. insurance against foreign economic activities risks. 
insurance on major construction projects, utility-insurance broker relationships, and other issues. 
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Agenda - Insurance-Based Risk Management Seminar 

Sundav, November 7, 1999 

6:00 p.m. Depart Newark to Frankfurt, United, Flight # 35 14 
Delegates traveling: Mr. Joe Mezlo, Int ' I  Director-Business Development, Power e 
Senlice Solutions ( P P U )  and Mr. John Diacogiannis, Senior Analyst - Corporate 
Risk and Insurance, PP&L 

Monday, November 8, 1999 

7.20 a.m. rk I ive to Frankfurt 

9:45 a.m. Depart Frankfurt to Kyiv/Borispol, United, Flight 8 3824 - Greeted by Ms. Janja 
Lupse from USEA 

1: 10 p.m. Arrive to Kyiv/Borispol - Greeted by Interpreters and escorted to the Rus Hotel 

Rus Hotel 
4 Gospitalnaya Street 
Kyiv, Ukraine 252023 
Tel.: 011 380442204255 
Fax: 01 1 380 44 220 4396 

Tuesdav, November 9 , 1999 

9:30 a.m. Welcome and Introduction 
Mr. Jaschenko, General Director of Kyivenergo 

10:OO a.m. Presentation: An Overview of Risk Management 
Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 

Introduction to Risk Management 
Effective Risk Management 

1 1 : 00 a.m. Break 

- 

11: 15 a.m. Presentation: An Overview of Risk Management (Continued) - 

Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 
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rn Effective Risk Management (Continued) 
rn Analyzing Exposures 

12:00 p m. Lunch 

1:30 p.m. Presentation: An Overview of Risk Management (Continued) 
Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 

a Alternative Risk Management Techniques 
Risk Financing Techniques 

2:45 p.m. Break 

3:OO p.m. Presentation: An O v ~ w i e w  nf Risk Management (Continued) 
Mr. John Diacogiannis, Seilior Analyst - Corporate Risk and Insurance, P P U  

a Selecting and Implementing the Right Technique 
rn Principle Factors Affecting the Choice of a Program 

Monitoring the Risk Management Program 

5 :00 p.m. Adjourn - Depart to the Rus Hotel 

Wednesday, November 10,1999 

9:00 a.m. Presentation: An Overview of the Insurance Programs 
Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 

w Insurance Procurement Method 
Insurance Bidding Process 

10:30 a.m. Break 

10:45 a.m. Presentation: An Overview of the Insurance Programs (Continued) 
Mr. John Diacogianhis, Senior Analyst - Corporate Risk and Insurance, PP&L 

a Contract Reviews 
Claims Handling 

12:OO noon Lunch 

1 :30 p.m. Presentation: An Overview of the Insurance Programs (Continued) 
Mr. John Diacogannis, Senior Analyst - Corporate Risk and Insurance, PP&L 
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a Insurance Programs at U. S. Power Utilities 
I Captive Insurance Companies 

Insurance for Construction Projects 

2:45 p.m. Break 

3:00 p.m. Presentation: An Overview of the Insurance Programs (Continued) 
Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 

Overview of the U. S . Insurance Market 

5 :00 p.m. Adjourn Depart to the Rus Hotel 

Thursday, November 11,1999 

9:00 a.m. Presentation: Miscellaneous Insurance-Related Topics 
Mr. John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L 

a Miscellaneous Topics such as Political Risk Insurance and Insurer/Broker 
Relationships 

10:45 a.m. Break 

1 1  :00 a.m. Program Evaluation and Question & Answer Session 
Kyivenergo, PP&L and USEA 
I Seminar Evaluation Forms 

12:OOp.m. Lunch 

1.30 p.m. Leave to USAID 

2:00 p.m. Meeting with USAIDIKyiv 
Andrei Parinov, Energy Advisor 

Lessons Learned 
I Discussions of Future Activities 

Deliverables 

Friday, November 12,1999 

6:45 a.m. Depart Kyiv/Borispol to Frankhrt, Ukraine Int'l, Flight # 403 
Applies only to Mr. Mezlo 
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9:30 a.m. Arrive to Frankhrt 
Applies only to Mr. Mezlo 

1.20 p.m. Depart Frankhrt to Newark, United, Flight # 3515 
Applies only to Mr. Mezlo 

2: 10 p.m. Depart KyivA3orispol to Frankhrt, United, Flight # 3825 
Applies to Mr. Diacogiannis and Ms. Lupse 

4:00 p.m. Arrive to Frankfirt 
Applies to Mr. Diacogiannis and Ms. Lupse 

4:05 p.m. Arrive to  Newark 
Applies only to Mr. Mezlo 

Saturday, November 13,1999 

1.20 p.m. Depart Frankfirt to Newark, United, Flight # 35 15 
Applies only to Mr. Diacigzannis 

4:05 p.m. Arrive to Newark 
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United States E ~ e r g y  Association 
Energy Industry Partnership Program 

TRIP REPORT 

Kyivenergo/PP&L 
Insurance-Based Risk Management Seminar 

November 7-12, 1999 
Kyiv, Ukraine 

Sponsored By: 
United States Agency for International Development 

Prepared By: 
Janja Lupse, USEA Program Coordinator 



KyivenergoPPdiL Insurance-Based Risk Management Seminar - Trip Report 

I participated in and staffed the Kyivenergo/PP&L Insurance-Based Risk Management Seminar 
conducted in Kyiv, Ukraine, November 9- 12, 1999. An agenda for the Seminar including a 
complete set of the presentations is included as an attachment to this report. 

LIST OF PARTICIPANTS 

1.  Anatoliy E. Ivantsiv 
2 Sergey I Bondarev 

3 .  Svetlana P, Dyachuk 
4. Helen Berezovskaya 
5. Helen Galdetskaya 
6. Igor Drozdov 

7. Joe Mezlo 

8. John Diacogiannis 

9.Yuri Knurov 
10. Janja Lupse 

Secretary of the Board, Kyivenergo 
Co-Chairman of the Board of Labor Union Committees, 
Kyivenergo 
Economist, Kyivenergo 
Engineer, Kyivenergo 
Engineer, Kyivenergo 
Director of Law Department, Kyivenergo 

PP&L, Inc. 

International Director - Business Development, Power Service 
Solutions, PP&L, Inc. 
Senior Analyst - Corporate Risk and Insurance, PP&L 

United States Enerw Association 

Consultant, Energy Industry Partnership Program 
Program Coordinator, Energy Industry Partnership Program 

OBJECTIVES 

Kyivenergo has indicated insurance-based risk management as one of the major focuses for FY 
2000. The consequences of technoIogical and economic developments, and an increased 
complexity of labor relations in Ukraine has led to increased production-related risks and 
consequently a need to set up an insurance mechanism to be able to compensate for those losses. 
Kyivenergo has already participated in the establishment of the Kyivenergo Non-Governmental 
Pension Fund which is organized as a closed joint-stock company. In addition, Kyivenergo plans 
to establish its own insurance company in the near future. They have requested assistance with 
this from PP&L, Inc. This seminar will enable Kyivenergo to learn more about insurance-based 
risk management as it is utilized by U.S. electric utilities. 
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The objectives of the seminar were: 

1) To study the U.S. insurance market, its current status, hture prospective of the market, 
and discuss legislative regulations of the insurance market. 

2)  To learn about the interaction between U.S. power utilities and insurance companies 
during the initial risk analysis stage, the contract execution stage and throughout the 
insurance contract. 

3) To learn about approaches to the provisions of social services offered to power utility 
employees such as accident insu:ar,ce, health insurance, and additional retirement benefits 
provided through mon-governmental pension funds. 

4) To learn about the risk management mechanism utilized by U.S. power utilities and 
discuss its organizational structure, sources of hnding with regards to these programs, 
and the development of the financial and economic feasibility study in support of the 
implementation of insurance programs. 

5) To identify insurance-based risk management that could be implemented in Kyivenergo. 

6 )  Discuss plans for future activities related to this topic. 

Monday, November 8,1999 

The U.S. delegation arrived to Kyiv in the afternoon and checked into the Rus Hotel. 

Tuesday, November 9,1999 

The seminar was held at the Kyivenergo Training Facility. First, Mr. Gomanay, Deputy of the 
General Director - International and Public Relations, Kyivenergo, greeted everyone and briefly 
talked about the long-term relationship between PP&L and Kyivenergo and why Kyivenergo 
requested insurance-based risk management as the topic of this seminar. Kyivenergo has been 
awarded a $ 200 million loan from the World Bank to refurbish old power plants and build new 
ones. As part of this project, the World Bank required Kyivenergo to set up an insurance plan to 
cover losses during and after the construction of the plants. Currently, Kyivenergo has hired 
Marsh, an international New York-based insurance company, to write a report on how they could 
go about getting insurance or establish their own captive insurance company under Ukrainian 
regulations and laws. He then introduced the Kyivenergo staff participating in the seminar. 

After Mr. Gomany completed his brief introduction, Mr. Mezlo from PP&L gave a speech 
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describing his experience with this partnership. He acknowledged Kyivenergo's accomplishments 
in the last five years and mentioned that Kyivenergo is ahead of the rest of Ukraine's power 
sector. In the past, Kyivenergo surprised everyone in requesting this topic. But as Mr. Gomanay 
mentioned in his introduction, it made sense to have this seminar put in place right now. Mr. 
Mezlo then introduced Mr. Diacogiannis from PP&L, who was going to lead the seminar. 

Mr. Diacogiannis started by introducing himself and explaining his role as the Corporate Risk and 
Insurance Senior Analyst for PP&L. He started by saying that he expected this seminar to be a 
round-table to share his knowledge with the participants while fielding questions from them. 

Risk management has been around for the last 50 years in the U.S. Mr. Diacogiannis has 
followed risk management industry in the U.S. for the last 25 years. During this period many 
changes have occurred in the risk management industry but almost always one had to come back 
to the basics of risk management. There are two types of risks, Pure Risk and Speculative Risk 
(this topic is not that critical for this seminar and thus was not discussed). Pure risk is the most 
common, which only has two possible outcomes -- a loss or no loss - and no opportunity for 
gain. Risk management is defined as "A process that uses physical and human resources to 
accomplish certain objectives concerning most pure loss exposures." Mr. Diacogiannis continued 
his presentation by covering the following issues: (1) the objectives of risk management (post-loss 
and pre-loss); (2) effective risk management and the four costs of risk management accidents; (3) 
decision making aspects of risk management such as identifLing and analyzing exposures to 
accidental loss; (4) analysis of loss exposure and offering of effective safety training to employees 
to prevent loss exposures; (5) examples of methods to identify risk exposures; (6) alternative 
techniques of risk treatment under which loss prevention and loss reduction are the most critical; 
(7) risk financing techniques - retention and transfer -- and when to choose which; (8) principle 
factors affecting the choice of a program - financial and operational factors; and (9) how to 
monitor the program once it is put in place. 

During this session the participants asked some very interesting questions. Some of the questions 
were: 

What is the maximum risk in the company? 

What is the approach taken by PP&L in medical insurance? 
Where does money come from for coal miners with Black Lung Disease? 

What about the taxation burden in the U.S. when forming a group captive? 
Why is Bermuda such an attractive place for the formation of group captives, such as one 
of yours? 
Does each state in the U.S. regulate in-state insurance policies? 

What is the major regulatory organization regulating insurance? 

Where does PP&L invest its money? 
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Wednesdav, November 10, 1999 

Mr. Diacogiannis started the day with a presentation on the Corporate Risk & Insurance 
Department, explaining its mission and giving reasons on how to accomplish this mission. He 
pointed out that "Accomplishment of Mission" (see attachments) is a non-static document, which 
constantly needs changes. PP&LYs risk management program mission is to protect the Company 
and its subsidiaries and affiliated companies against the adverse financial impact of potential loss 
exposures caused by accidents and natural disasters. To better understand PP&L's risk 
management program in the company, Mr. Diacogiannis drew an organizational chart, which has 
not changed since 1920, but is now undergoing a transformation to be complete by July 2000. He 
explained in greater detail the responsibilities and educational backgi,ounds of the risk 
rnariagerrient program departr~ierzt siaR iiiei!i;er,s. 

He continued his presentation by covering the Insurance Procurement Objectives, some of which 
are: (1) to protect corporate assets from the financial impacts of a loss exposure; (2) coverages 
which are mandated by law (e.g., workers compensation, nuclear insurance, oil & pressure 
insurance, and elevator insurance); (3) engineering services (liability insurance); (4) claims 
investigation services; and (5) defense services (helps PP&L defend themselves against claims). 
Among the marketing strategies used by PP&L during the procurement process are: (1) the 
placement of coverages directly with insurers and underwriters; (2) the use of insurance brokers 
for placement of coverage with the U.S. andtor international insurers and reinsurers; and (3) the 
participation in electric utility-owned association type captive. Through risk analysis, it may be 
determined that the appropriate risk management technique is the procurement of insurance. Mr. 
Diacogiannis explained this process to us, which has many steps. First, one needs to select the 
top ten or twelve brokers from which top three bidding brokers are selected. A broker pre- 
selection process letter is sent to these three brokers. The brokers select the insurance company 
and propose their offering. Mr. Diacogiannis reviews the proposals and decides by looking at 
various criteria to make a final decision on who to choose. 

Following the discussion on insurance procurement, Mr. Mezlo gave a presentation on PP&L's 
employee benefits; in particular, he discussed the medical insurance policy, which raised a lot of 
interest among participants. Ukraine uses a socialist health system, under which medical costs are 
covered by the government and not by the people. 

Some of the questions that were raised during this session were the following: 

m Why is PP&L undergoing restructuring of its organizational chart? 
rn Could you please explain the deregulation process in the U.S.? 
m What are the reasons to select a certain broker? 
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Thursday, November 11, 1999 

Mr. Diacogiannis opened the morning by giving participants an opportunity to ask any questions 
that they had regarding the topics discussed the day before. Afterwards, he explained the 
Contract Review Procedure and the steps to take before and after the contract gets issued. To 
make things easier for the participants, he used an example on how PP&L used Surety Co. 
(insurance company that issues bonds) as the issuer of the bonds bought by the contractor on 
behalf of PP&L when they decided to construct three new gas combine power plants, one in 
Arizona, one in Colorado and one in Pennsylvania. This bond assures that the contractor will 
finish its job on time and pay all its subcontractors on time. In addition, during construction, 
PP&L also needed to have a builder risk contractor equipment policy, which covers physical 
damages during construction, liability irlsuri~nte, and workers compensation insurance (see 
attachments for more information). 

Mr. Diacogiannis briefly covered the Claim Handling Procedure and then continued with the topic 
Captive Insurance Companies. This last topic was of high interest to the participants since they 
are intending to establish their own captive insurance. PP&L is also part of a group captive in the 
Bahamas. Some of the reasons for forming this group captive were: (1) buying insurance from 
the commercial insurance companies was too expensive and they thought that they could 
underwrite this insurance; (2) involving other utilities in the group captive added a benefit to 
capitalize the captive much easier; (3) the cost and the risk of the captive was spread among the 
participating utilities; and (4) forming a captive in the Bahamas would avoid high U.S. taxes. This 
lead into a vital discussion in which the participants were trying to find a way to make this work 
for them in Ukraine, however, Ukraine has different regulations and the insurance industry has 
only started in the last five years. In addition, one needs to have a lot of capital to establish a 
captive, which depends on the monetary value of ones policy. It seemed that Kyivenergo would 
most likely get capitalization from EnergoBank and the Pension Bank, but it is unknown how 
much. Currently, Marsh (a New York-based insurance company) was hired by Kyivenergo to 
investigate possibilities for establishing a captive in Ukraine. Based on this report and the 
knowledge that Kyivenergo gained from PP&L, they will be able to make some decisions on what 
to do next to establish a captive insurance company. 

It was concluded that it would be helphl to set up another exchange visit in Allentown, OH to 
continue these discussions and to learn through hands-on experience from PP&L. In addition, 
when Marsh completes its report for Kyivenergo, it would be helphl if Mr. Diacogiannis could 
review the report and give Kyivenergo advice based on Marsh's conclusion. Getting two different 
opinions might make their decision easier. 

The scheduled meeting with USAID was canceled due to the observance of Veteran's Holiday. 

Kyivenergo hosted a dinner at their facility which was attended by the following people: Mr. 
Terpilo, First Deputy of the General Director, Mr. Gomanay, Deputy of the General Director - 
International and Public Relations, Mr. Potapenko, Chief of the Department of International 
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Relations, Mr. Chepurnoy, Deputy of the Director of the Heating Nets, Mr. Krygniy, Deputy of 
the Head Engineer of the Heating Nets, Anatoliy E. Ivantsiv, Secretary of the Board, Sergey. I. 
Bondarev, Co-Chairman of the Board of Labor Union Committees, Svetlana P. Dyachuk, 
Economist, Helen Berezovskaya, Engineer, Helen Galdetskaya, Engineer, Igor Drozdov, Director 
of Law Department, Joe Mezlo, International Director - Business Development, Power Service 
Solutions, PP&L, Inc., John Diacogiannis, Senior Analyst - Corporate Risk and Insurance, PP&L, 
and Janja Lupse, Program Coordinator, Energy Industry Partnership Program. At the dinner, 
there were many speeches in which appreciation and thanks were extended to USAID, PP&L, and 
USEA for making this seminar such a success. 

Friday, November 12, 1999 
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UNITED STATES ENERGY ASSOCIATION (USEA) 
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* * * * * a  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

November 16-1 8,1999 

Lviv, Ukraine 



Metering, Billing & Collections Seminar 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U. S. Government assistance effort in the energy sector of the Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U.S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the NIS. Presently, the EIPP has establish fifteen 
U.S./NIS industry partnerships in seven of the eleven NIS republics. 

Since the restructuring of the Ukraine energy sector, the electric distribution companies have been 
experiencing difficuities in payment collection. Industrial and residential customers were accustomed 
to substantial subsidies from the government and are delinquent in meeting the new requirements to 
pay in fill for electricity. The government is reluctant to reduce the number of subsidized customers 
and to grant termination authority to the distribution companies. Dealing with this non-payment 
problem is now one of the highest priority problems facing the distribution companies. 

This conference will give an opportunity to Lvivoblenergo to share their knowledge and experience 
acquired as a result of participation in the Energy Industry Partnership Program with other Ukrainian 
utilities. In addition, Gliwice Distribution Company, which during the last several years hosted several 
activities organized by USEA for representatives ofUkrainian power sector, will actively participate 
in the conference and share their experience in restructuring and commercialization of the Polish 
power industry. 

We anticipate about 80 people from different distribution companies to attend this conference. 
Representatives from Otter Tail Power, long term U.S. utility partners to Lvivoblenergo and 
Crimenergo, will provide a western perspective to make this an international meeting. 

OBJECTIVES 

The objectives of this Seminar are as follows: 

1. To learn how U.S. electric utilities address metering, billing and collections issues 
2. To learn how electric distribution companies in Poland have addressed metering 

billing and collections issues 
3.  To learn how electric distribution companies in the Ukraine who have participated in 

the Energy Industry Partnership Program have improved their metering, billing and 
collection. 
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Agenda 
Metering, Billing & Collections Seminar 

Sunday, November 14 1999 

Johnson & Wasberg: Depart Fargo, ND @ 10:35 a.m., on Air United, Flight 7838 to Chicago. 
(Seat 4A, 4B) Arrive at Chicago @ 12: 14 p.m. 
Depart Chicago @ 1:14 p.m., on Air United, Flight 474. 
(Seat 26G, 27G) Arrive at Dulles @ 4:06 p.m. 

Johnson, Wasberg, (Doub, Seat 1 bFj & (Goibin, Seat 15A): Depart Dulles @ 5 4 0  p.m., on Air 
United Flight 950 to Brussels. 

Monday, November 15,1999 

(Johnson, Wasberg, Doub & Golbin): Arrive at Brussels @ 7: 10 a.m. 
Depart Brussels @ 8:05 a.m., on Air Lot, Flight 232 to Warsaw. 
Arrive at Warsaw @ 10:05 a.m. 
Depart Warsaw a t  12:15 p.m., on Air Lot, Flight 765 to Lviv, 
Arrive at Lviv @ 2:25 p.m. Greeted by Lvivoblenergo 

Check-in at the Lion's Castle Hotel 
7, Glinki Str. 
Lviv, Ukraine 2900 12 
Phone: (0322) 97-15-63 or 35-1 1-00 
Fax: (0322) 35-1 1-02 

Tuesday, November 16,1999 

Osinska & Kopinski: Depart Warsaw, Poland @ 8:20 a.m., on Air Lot, Flight 765 to Lviv. 
Arrive at Lviv @ 10:30 a.m. 

8:30 a.m. Registration for attendees 

9:00 a.m. Introductions - I? Gladkykh, Lviv Oblast Administration, V. Darchuk, Deputy 
Minister of Energy of Ukraine, Yaroslav Shpak, General Director, Lvivoblenergo 

9: 15 a.m. Overview of USEA - Yelena Golbin, Deputy Program Manager, USEA 
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Energy Industry Partnership Program 
Partnership activities and objectives 

o Summary of previous activities 

Presentation of P.Wasberg amd T.Jonson, OTP, USA 

Establishment of meter routeshooks 
History of meter reading approaches 
Frequency of meter reading 

8 Responsibilities of meter readers 
4~ Meter reading traifiing 

10:45 a.m. Break 

11:OO a.m. Metering Equipment and Testing in the U.S. 

Metering equipment for all customer groups 
Calibration 
Change out 
Data collection for large energy users 
Audit process 

12:OO noon Lunch 

1 :30 p.m. Billing in the U.S. 

Relationship between meter reading & billing 
How bills are calculated 
Frequency of billing 
Billing format 
Billing inquiries /complaints 
Billing due dates 
Billing rights and responsibilities 
Billing penalties 
Bill inserts 

3 :00 p.m. Break 

3 : 15 p.m. Collections in the U.S. 
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What starts collection activities 
Collection communicates 
Who collects and what approach 
Collection organization 
Payment options 
Regulatory requirements 
Shut-offs and re-connections 
Payment planslnegotiations 
Collection agency 1 third party assistance 
Record keeping 1 analysis / reporting 

5:00 p.m. Adjourn 

Wednesdav November 17 1999 - _  -.---- (1 .._- .. ... .... ..- -- 

9:00 a.m. Review of the Ukrainian Utility Companies Activities on Customer Service 

@ Legal Aspects 
Utility Companies Activities Analysis 
Problems and prospects 

9:20 a.m. Current Situation at the Utility Companies 
Y. Shpak, Chairman of the Board 

Customer Service 
Organizational structure 

0 Problems and prospects 

9:40 a.m. Approaches to Bower Marketing at Lvivoblenergo 
B. Kozovii, Director for Power Supply and Supervision 

Actual situation 
Strategy for the future 

10:OO a.m. Customer Service at the District Power Network Level 
M. Khaman, Deputy Director, Lviv Power Networks 

Main stages 
Metering 
Billing/collections 
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10.40 a.m. Metering 
Y. Marushchak, Head, Metrology and Meter Repair Shop 

Types of Meters 
Calibration 
Metering 
Control 

11:OO a.m. Break 

1 1: 15 a.m. Information Systems, Communication and Telemechnics Systems 
hi Pa~~lizrk, Head of [.he ~dep~rtment of Telemecanics and Informatics 

11:30 a.m. Power Consumption Forecasts 
0. Danilyuk, Representative of Lviv State Polytechnical University 

11:45 a.m. Relations of Lvivoblenergo with Energy Market, tariffs design, legal aspects 
S.Rizenko, Director on Economic Issues of Lvivoblenergo 

12:OO p.m. Lunch 

1 :00 p.m. Exhibition of meters 

3:00 p.m. Break 

3: 15 p.m. Improving the amount of cashcollected from residential customers 
T. Osinsku, Manager, Zbut Warketing Program) 

Power Engineering in Poland 
Structure of Capital Group GZE Company 
Total sales of Electric Energy 
Average power region in GZE 
Customer sewice division - billing, work organization 
My goals - my employees goals 
Great meaning of planning 

4:00 p.m. Collections - experience in Poland 
Y. Sokha, Chairman of the Board - Director 

Metering 
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Metering, Billing & Collections Seminar 

Billing 
e Collection 

4:30 p.m. Answers to the questions 

5:30 p.m. Adjourn 

Thursdav, November 18,1999 

9:00 a.m. Metering, Billing, Collections and Customer Service at Kharkivoblenergo 
S.Kirik, DeputyChairman of the Board 

8 Changes implemented by Kharkivoblenergo since EIPP activities with First 
Energy Power 

@ Improvements in meter reading techniques / schedules 
Improvements in collection organization 
Improvement in payment options 
New payment plans/negotiations 

0 Improvement in record keeping / analysis / reporting 

9:30 a.m. Metering, Billing, Collections and Customer Service at Donetskoblenergo 
Chairman of the Board 

8 Changes implemented by Donetskoblenergo since EIPP activities with Otter 
Tail Power 
Improvements in meter reading techniques / schedules 
Improvements in collection organization 
Improvement in payment options 
New payment plans/negotiations 
Improvement in record keeping / analysis / reporting 

10:OO a.m. Metering, Billing, Collections and Customer Service at Crimenergo 
A.  Litvinov, Chairman of the Board - Director 

0 Changes implemented by Crimenergo since EIPP activities with Otter Tail 
Power 
Improvements in meter reading techniques / schedules 
Improvements in collection organization 
Improvement in payment options 
New payment plans/negotiations 
Improvement in record keeping / analysis / reporting 

!0:30 a.m. Open discussion 
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Metering, Billing & Collections Seminar 

12:OO noon Lunch 

1 :00 p.m. Open discussion 

2:00 p.m. Round Table Discussion, Summary and Conclusions 
Participants: Regional Utility Companies (Oblenergo's) of Ukraine, Otter Tail 
Power (USA), CZE S. A., ZKE S. A. 

- 

Issues and concerns raised during program 
What can be done to increase collections today? 
What can't be done and why? 
Where do we go from here? 

3:00 p.m. Break 

3 : 15 p.m. Round Table Discussion, Summary and Conclusions (Continuation) 

5:00 p.m. Adjourn 

Friday, November 19,1999 

7:00 a.m. Transportation to the airport 

(Osinska & Kopinski): 
Depart Lviv @ 3:25 p.m., Air Lot, Flight 766 to Warsaw, Poland. 
Arrive in Warsaw @ 3:40 p.m. 

(Johnson, Wasberg, Doub & Golbin): 
Depart Lviv @ 8:30 a.m., on Air Ukraine, Flight 403 to Frankfurt. 
Arrive in Frankhrt @ 9:30 a.m. 

(Johnson & Wasberg, Seat 35A, 3 5B): 
Depart Frankfurt @ 2:10 p.m., Air United, Flight 941 to Chicago. 
Arrive Chicago @ 4:30 p.m. 
(Seat 2 4  2B) Depart Chicago @ 6:00 p.m., Northwest, Flight 143 to Fargo. 
Arrive at Fargo @ 9:43 p.m. 

(Doub, Seat 33A & Golbin, Seat 25A): 
Depart Frankfurt @ 1:10 p.m., Air United, Flight 917 to Dulles. 
Arrive Dulles @ 4:05 p.m. 
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a PUCO / UNERC Executive Exchanae Visit 
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United States Energy Association 

DATE OF ISSUE: January 11,2000 

a 
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I 

United States Energy Association 
Energy Industry Partnership Program 

Exccuti.;~ Exchange on 

Energy Regulatory Issues 

Sportsored by: 
U.S. Agency for Interaational Development 

Ohio PubIic Utilities Commission 
and 

Ukranian National Energy Regulatory Commission 

November 28-December 4,1999 

Barticiaants: 

?. Sergei Wyshynskiy - NERC, Director of Market Monitoring 
2. Wadym hytvyn - Chief Consultant to the Committee of the Parliament in the 

matters of Fuel and Energy Sector, Nuclear Policy and Nuclear 
Safety 

3, Alexander Kryvytskiy - Chairman, Kharkivsblenergo 



PUCO / UNERC Executive Exchange Visit 

BACKGROUND: 

As a result of the restructuring reform of the Ukrainian energy sector in 1996, the eight vertically 
integrated electric utilities were split into separate power generation, dispatch, transmission, and 
distribution enterprises. The power industry now consists of four thermal power generating 
companies, a nuclear power generating company, two hydroelectric power generating 
enterprises, a power pool operator, a high voltage transmission enterprise, twenty-seven local 
electric companies, over 100 independent power suppliers, and the previously existing distribution 
networks. 

Under the new system, wholesale electricity is bought and sold through a competitive pool. The 
thermal generating companies compete to sell electricity to the pool by submitting day-ahead bids 
for hourly pric,es, while the hydroelectric generating enterprises and the nuclear power company 
sell to the pool at contract prices (hydro - at substantiaily below maritet and nuclear - ar sligntly 
beluw unlai kc[ 1 ales). The pool is opcraicd by ike Cn~ergon~arlict State Enterprise, s piiit:~i-s~iip sf  
the generating and supply organizations. In March 1996, twenty-seven regional energy 
companies, five nuclear plants, and two hydroelectric companies signed the Charter on the Energy 
Market (Energomarket). The operations of Energomarket are subject to the Energomarket 
Members Agreement which was hlly adopted by its members in November 1996. 

The power industry is regulated by the National Energy Regulatory Commission (NERC), an 
independent regulatory body headed by five commissioners appointed by the President of Ukraine. 
One of commissioners is appointed Chairman (currently Commissioner Svetelick). NERC's 
primary role is to issue licenses to all power sector organizations and to oversee the operation of 
the market to ensure that license provisions are met (especially regarding market competition and 
consumer protection). NERC has also been provided with exclusive authority to regulate 
wholesale and retail electric and gas prices. The thermal generating companies receive prices 
determined solely by competition between them to sell to the pool, plus an Availability price that 
provides an incentive to generate additional power at times of low reserve margins during the 
peak demand. The transmission and distribution companies, as natural monopolies, are subject to 
cost based price regulation by NERC. 

To assist the NERC in establishing its operations and in development and improvement of its 
policies and procedures, USEA has initiated a partnership program between the NERC and the 
Ohio Public Service Commission. The formal partnership agreements were signed on January 2 1, 
1999. This will be the third activity under this partnership program. 

This exchange visit is intended to provide the NERC delegation with an opportunity to examine in 
detail the Ohio Public Service Commission. The delegation will learn first-hand how a U.S. state 
regulatory commission is organized and structured and its roles and responsibilities. The . 

delegation will also have an opportunity to meet with electric and gas utilities regulated by the 
Ohio Commission. In addition, the delegation will meet with the Federal Energy Regulatory 
Commission (FERC) to gain an overall understanding of the U.S. energy regulatory process. 
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PUCO / UNERC Executive Exchange Visit 

0 B JECTIVES 

The objectives of this exchange visit are: 

1 )  To exchange information on the organization and administration of a U.S. state public 
utilities commission including its roles and responsibilities. 

2) To understand how a state public utilities commission works with the electric and gas 
organizations it regulates. 

3 )  To learn about the Federal Energy Regulatory Commission and its roles and 
responsibilities. 

PROGRAM 

The program of this activity will include meetings with electric and gas organizations within the 
state of Ohio; three days of meetings with various departments within the Ohio Public Utilities 
Commission (PUCO) and meetings in Washington, DC with the Federal Energy Regulatory 
Commission (FERC) and USAID. 
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PUCO / UNERC Executive Exchange Visit 

Agenda - Energy Regulatory Issues Executive Exchange Visit 

Sunday, November 28,1999 

2: 10 p.m. Depart from Kiev to Frankhrt, United Flight # 3825 

4:00 p.m. Arrive in Frankfurt 

5: 10 p.m. Depart from FrankfUrt to Washington, DC, United Flight # 977 

8:05 p.m. Arrive in Washington, DC -- greeted by USEA representative 

9:30 p.m. Depart from Washington, DC to Columbus, OH, United Flight # 7720 

10:50 p.m. Arrive in Columbus, OH 

1 1 :20 p.m. Check in at Adam's Mark Hotel 
Contact: CaEvin 
Phone: 614-228-5050 
Fax: 614-228-2525 
Address: 50 North Third Street 

Columbus, Ohio 432 15 

Monday, November 29,1999 

9:00 a.m. Breakfast at hotel. 

9:30 a.m. Transportation to Columbia Gas Company 

Columbia Gas Company 
200 Civic Center Drive 
Columbus, OH 432 15 

10:OO a.m. Overview of Columbia Gas Company - James R. Lee, Executive Vice-President 

Overview of the company - Vision, mission and strategy 
@ Organizational structure 

Service territory 
Customers groups 
Pipeline distribution 

- 
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PUCO / UNERC Executive Exchnnpe Visit 

1 1 :00 a.m. Interaction with PUCO 

Organizational structure of regulatory department 
0 Determining the optimum time for rate increases 
@ Rate case procedures 
a Reporting requirements to PUCO 
a Licensing issues 

11 :30 a.m. Interaction with Federal Energy Regulatory Department 
a Reporting requirements to FERC 
a FERC's jurisdiction 

12.00 p m. Lunch 

1:00 p.m. Billing and Collections 

Overview of billing procedures 
Customer information system 

o Cut-off 1 non-payment procedures 
o Customer assistance procedures 

2:00 p.m. Meter Reading Policies 

Meter routes 
Types of meters 

a Responsibilities of meter readers 
Audit process 

3:00 p.m. Adjourn 

Tuesday, November 30,1999 

8:45 a.m. Walk to Ohio Public Utilities Commission 

Ohio Public Utilities Commission 
180 East Broad Street 
Columbus, Ohio 4321 5-3793 

9:00 a.m. Overview of Ohio Public Utilities Commission - Craig Glazer,Chairmnn 
o PUCO organization 
o Commissioner AppointmentITerms 
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PUCO / UNERC Executive Exchanpe Visit 
a Responsibilities of Commissioners and Staff 
• Departmental Functions and Responsibilities 
a Legal Structure and Authority 

10:30 a.m. Break 

10:45 a.m. Overview of Ukraine Power Sector and NERC Responsibilities - NERC 
delegation 
(Presentation to Commissioners and Staff) 

a Ukraine Power Sector Organization 
a Energomarket 
rn NERC Responsibilities 
a Current Issues 

12:OO p.m. Lunch on your own 

1 .OO p.m. Electric Restructuring and Competition 

Gencos 
I ISO's and Transcos 
a Market Power and anti-trust 
I Overview of Ohio Restructuring 

2:00 p.m. Tariff and Policy Issues (Continued) 

Transmission Pricing 
a Role of Regulators 
I Tariff Components 

Commissioners Role in the tariff setting process 

3:15 p.m. Break 

3:30 p.m. Tariff and Policy Issues (Continued) 

a Rate Design 
Special Rates 

a Cost of Service 
a Rate Change Application 

Approval Process 
a Documentation 

4:30 p.m. Adjourn 

a 
United States Energy Association Energy Industry Partnership Program 



PUCO / UNERC Executive Exchanpe Visit 

Wednesday, December 1, 1999 

8:45 a.m. Walk to PUCO Offices 

9:00 a.m. Y2k Issues / Preparation 
Commissioner Mason 

9:30 a.m. Depart by van for Emergency Management Operations Center 

10:OO a.m. Tour of Emergency Management Operations Center 

12:OO p.m. Lunch - hosted by PUCO 

1 :30 p.m. Overview of Natural Gas Service 

Distribution, Capacity, Transmission 
@ Tariff and Price Policy (Tariff components, transmission losses) 

Types of licences 
Gas market brokers 
Metering and billing 

2:45 p.m. Break 

3:00 p.m. Natural Gas Services, Rates and Tariffs 

a Natural Gas Distribution Tariffs 
Customer Education 

a Gas Transportation Programs 
@ Long-term Infrastructure Investments 

4:00 p.m. Tour of Statehouse 

5:00 p.m. Adjourn 

Evening Shopping / Free time 

Thursday, December 2,1999 

8:45 a.m. Walk to PUCO offices 
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PUCO / UNERC Executive Exchnnae Visit 

9:00 a.m. Public Hearing Process 

Hearing Initiation 
Paper Work 
Confidentiality 
Announcement 
Role of Staff and Commissioners in Hearing Process 
Public Participation 
Hearing Notices 
Advanced Public Information 

10:45 a.m. Consumer Services Department 

Consumer Bill of Rights 
a Utility Expectations 
a Dispute Resolution Process 

Consumer Outreach 
Connection/Disconnection Policies and Procedures 
Customer Assistance Programs 

• Public Interest Center 

12:30 p.m. Lunch - on your own 
0 

1:30 p.m. Program Evaluation and Work plan Development - Ohio PUC, NERC, and 
i /SEA 

Lessons learned 
• Discussion of hture activities 

FY 2000 Work plan finalization 

2:30 p.m. Adjourn 

3:00 p.m. Transportation to the airport 

5:30 p.m. Depart from Columbus, OH to Washington, D.C., United Flight # 7576 a 

7:30 p.m. Check in at the Club Quarters Hotel 
Contact: Melissa 
Phone: 202-463-6400 
Address: 839 17th Street, N.W. 

Washington, D.C. 20006 

- 
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PUCO / UNERC Executive Exchange Visit 

Fridav, December 3, 1999 

9:00 a.m. Walk to USEA Ofices 

USEA 
13 00 Pennsylvania, Ave 
Suite 550 
Washington, D.C. 20004 
Tel: 202-3 12- 1230 
Fax: 202-628- 1826 

10:OO a.m. Meeting with USEA and USAID 
• L,esson!: I. earned 
• Future Activities 

12:OO p.m Lunch (provided by USEA) 

1 : 15 p.m. Transportation to Federal Energy Regulatory Commission (FERC) 

Federal Energy Regulatory Commission 
888 First Street, N.W. 
Washington, DC 2000 1 
Tel: 202-208-0593 
Fax: 202-208-2 106 
Contact: Margie Passerini 

2:00 p.m. Overview of FERC 
m Organization/Administration 

FERC Organization 
Responsibilities of Staff and Commissioner 
Departmental Functions Responsibilities 

4:30 p.m. Transportation back to hotel 

Saturdav, December 4, 1999 

Free Day 

Sundav, December 5,1999 

12:OO p.m. Check out of hotel - store luggage with bellman. 
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PUCO / UNERC Executive Exchnnpe Visit 
3:00 p.m. Depart for Washington Dulles airport for return flights to Ukraine 

5:25 p.m. Depart from Washington, D.C. to Frankfbrt, United, Flight # 916 

Monday, December 6,1999 

7: 10 a.m. Arrive in Frankfirt 

9:45 a.m. Depart from Frankfbrt to Kiev, United, Flight # 3824 

1 : 10 p.m. Arrive in Kiev, Borispol airport 
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United States Energy Association 

DATE OF ISSUE: May 23,2000 

United States Energy Association 
Energy Industry Partnership Program 

Exec~tive Exchange Visit to participate in: 

Public Utility Research Center's 
7"' International Training Program on 

Utility Regulation & Strategy 

Sponsored by: 
U.S. Agency for In teraational Develop~nen t 

Gainesville, Florida 
January 10-21,2000 

Participants: 

I. Olga Molchan - Senior Legal Advisor, NERC 
2. Anastasiya Matora - Key Specialist, NERC 



PUCO /PURC International Training Program on Utilih, Regulation & Stratem 

BACKGROUND: 

As a result of the restructuring reform of the Ukrainian energy sector in 1996, the eight vertically 
integrated electric utilities were split into separate power generation, dispatch, transmission, and 
distribution enterprises. The power industry now consists of four thermal power generating 
companies, a nuclear power generating company, two hydroelectric power generating 
enterprises, a power pool operator, a high voltage transmission enterprise, twenty-seven local 
electric companies, over 100 independent power suppliers, and the previously existing distribution 
networks. 

Under the new system, wholesale electricity is bought and sold through a competitive pool. The 
thermal generating companies compete to sell electricity to the pool by submitting day-ahead bids 
for hourly prices, while the hydroelectric generating enterprises and the nuclear power company 
sell to the pool at contract prices (hydro - at substantially below market and nuclear - at slightly 
below market raeesj. The pool is operateu by tile Energornarket State Enterprise, a panriersiiip uf 
the generating and supply organizations. In March 1996, twenty-seven regional energy 
companies, five nuclear plants, and two hydroelectric companies signed the Charter on the Energy 
Market (Energomarket). The operations of Energomarket are subject to the Energomarket 
Members Agreement which was filly adopted by its members in November 1996. 

The power industry is regulated by the National Energy Regulatory Commission (NERC), an 
independent regulatory body headed by five commissioners appointed by the President of  Ukraine. 
One of commissioners is appointed Chairman. NERC's primary role is to issue licenses to all 
power sector organizations and to oversee the operation of the market to ensure that license 
provisions are met (especially regarding market competition and consumer protection). .NERC has 
also been provided with exclusive authority to regulate wholesale and retail electric and gas 
prices. The thermal generating companies receive prices determined solely by competition 
between them to sell to the pool, plus an Availability price that provides an incentive to generate 
additional power at times of low reserve margins during the peak demand. The transmission and 
distribution companies, as natural monopolies, are subject to cost based price regulation by 
NERC. 

Participation in this training program is intended to provide the NERC delegation with an 
opportunity to examine the current structure of U.S. electric utility regulatory system and to learn 
what strategies U.S. electric regulatory commissions are implementing to keep up with all of the 
recent changes in the industry. The program will also provide an opportunity for the participants 
to interact and learn from colleagues from over 50 counties around the world. 
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PUCO /PURC f International Trainina Frozram on Utilie Regulation & Strntepv -. 

Agenda - NERC / PURC 7th International Training Program on 
Utility Regulation and Strategy 

Saturdav, January 8, 1999 

7:40 a.m. Depart from Kiev to Brussels on Ukraine International Flight # 901 

10:OO a.m. Arrive in Brussels 

11:30 a.m. Depart from Brussels to Atlanta, GA on Delta Flight #125 

3:25 p.m. Arrive in Atlanta, GA -- greeted by [ISLA representative 

5:20 p.m. Depart from Atlanta, GA to Gainesville, FL on Delta flight #4153 

6:45 p.m. Arrive in Gainesville, FL 

7: 15 p.m. Check in at Holiday Inn University Hotel 
Contact: Mnrk 
Phone: 352-376-1661 
Fax: 352-336-8717 
Address: 1250 West University Ave. 
Gainesville, FL 3 260 1 

Sundav, January 10,2000 

9:30 a.m. Meet Albert Doub in hotel lobby for Breakfast meeting. Breakfast will be provided 
by USEA. 

Review of Dcoument 

Visitor's Information 
o Distribution of Per Diem Allowance 

Completion of tax forms 
Program objectives 
Evaluation forms 
Identification of milestones and deliverables 
Contact with USEA during program via E-mail 

11 :00 a.m. Orientation to area nad location of training course. 
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PUCO / PURC Th International Training Program on Utiliq Rezulation & Strnteav 

2:00 p.m. Pre-Course Workshop - Basic Economic Training (discussion ofkey terms in English) 

6:00 p.m. Welcoming Reception 

Monday, Januarv 10,2000 through 
Friday, Januarv 21,2000 

Participation in PURC 7' International Training Program on Utility Regulation and Strategy. Please 
see attached training course schedule. 

Saturday, Januarv 22,2000 

12:OO p.m. Check out of hotel Meet transportation in hotel lobby for transfer to airport 

3:20 p.m. Depart from Gainesville, FL to Atlanta, GA on Delta flight if4664 

4:40 p.m. Arrive Atlanta, GA 

5:55 p.m. Depart Atlanta, GA for Frankhrt on Delta flight #20 

Sunday, January 23.2000 

8:45 a.m. Arrive in Frankfirt 

9:45 a.m. Depart from Frankfbrt to Kyiv on LuRhansa flight #3372 

1 : 10 p.m. Arrive in Kyiv, Borispol Airport. 
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DRAFT 
January 18,2000 

c 
United States Energy Association 

l 
I UNITED STATES ENERGY ASSOCIATION (USEA) 

ENERGY INDUSTRY PARTNERSHIP PROGRAM 
* * * * A *  I 

I 

U.S. BOWER MA TS 8r FUNDAMENTfiS OF BULK 1 
POWER PURCISASE AGmEhIENTS / 

1 
EXECUTIVE EXrClir?hNGE VISIT 

* * * * * *  
OTTER TAIL BOWEWIGRIMENERGO/E,Vl[VOBLENEWGO 

PARTNERSHIP 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

January 20 - 29,2000 
Washington, D.C. & Fergus Falls, MN 

Participants 

VITALIY GEMBARS'KY, Deputy Director of Marketing and Energy Market, Crimenergo 
IRYNA TOSHCHAKOVA, Chef Lawyer, Crimenergo 

VOLODYMYR MALYSHEV. Chief of Production-Technical Service, Crimenergo 

ANDRIY MAYOROV, Financial Director, Lvivoblenergo 
YELENA GOLBIN, Deputy Program Manager, Energy Industry Partnership Program, USEA 

JANJA LUPSE, Program Coordinator, Energy Industry Partnership Program, USEA 



Ofter Tail Power/Crimenergo/Lvivoblenergo-U.S. Ponper Markets & F~rndnmenrals o f  Brrlk Power Purchase ;igreeme~rts Exclrnnge 12rt 

BACKGROUND - CRIMENERGO 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to 
determine the scope of U. S. Government assistance effort in the energy sector of the Newly 
Independent States (NIS) of the former Soviet Union. To administer this task, USEA and USAID 
jointly developed Energy Industry Partnership Program (EPP) for the NIS. The objective of the 
EIPP is to establish long-term cooperative relationships between U.S. and NIS energy enterprises 
that provide a mechanism for the U.S. energy industry to transfer its experience in market-based 
energy production, transmission, and distribution to its counterparts in the NIS. Presently, the 
EIPP has established fifteen U.S./NIS industry partnerships in seven of the eleven NIS republics 

On October 26, 1995, Crirnenergo and Oitz~ Tail Power Company concluded an Executive 
Exchange Visit in Sirflferopol by signing a C~operative Agreement and by developing a work plan 
for fiscal year 1996. Since that time, nurnber of activities were organized under this partnership, 
including the executive exchange visits, seminars, energy efficiency tours, and internship 
programs. The major topics for those activities were utility management, utility financing, 
metering, billing, and collections, accounting, customer service, human resources, and information 
systems. 

Last August, Crimenergo visited Otter Tail Power in Fergus Falls to continue an activity on the 
topics of financial planning management and forecasting. Topics that were discussed there were 
the following: budgeting procedures of a U.S. investor owned electric utility, discussions of 
different aspects of budgeting, including revenue, expense, and consolidated budgeting 
procedures. 

This upcoming activity, which is a new activity for both partners, was requested by Crimenergo 
and Lvivoblenergo due to the ongoing privatization and developments of power pool markets in 
Ukraine. 

The visit will provide Crimenergo employees with an opportunity to learn how issues listed above 
are typically resolved in the United States. During the visit, they will discuss systems operations 
such as dispatching, computerized energy management system (EMS) and its operations, 
wholesale (bulk) marketing, Mid-continent Area Power Pool operations and relationship with 
Otter Tail in the market power pool business, wholesale/retail gas marketing, and bilateral 
contracts. The newly acquired knowledge gained from this visit, will enable Crimenergo to 
understand in greater detail how power markets work in the U.S. and how this can knowledge can 
be transferred to Ukraine. 

BACKGROUND - LVIVOBLENERGO 

In 1992, the United States Agency for International Development entered into a cooperative 

-- - -- - -- - - 
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agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U S. Government assistance effort in the energy sector of the Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U.S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the NIS. Presently, the EIPP has establish fifteen 
U.S./NIS industry partnerships in seven of the eleven NIS republics. 

On July 22, 1998 Lvivoblenergo and Otter Tail Power Company concluded an Executive Exchange 
Visit in Lviv by signing a Cooperative Agreement and by developing a work plan for fiscal year 1999. 
Lvivoblenergo was privatized recently. The company managers need to learn about U.S. power 
market structure, fundamentals ofbulk power purchase agreements. bi-lateral contracts, trading floor 
process, settlen~ent process, and the relationships between the utilities and the power pool entities 

Last August, Lvivoblenergo visited Otter Tail Power in Fergus Falls to continue an activity on the 
topics of financial planning management and forecasting. Topics that were discussed there were the 
following: budgeting procedures of a U.S. investor owned electric utility, discussions of different 
aspects of budgeting, including revenue, expense, and consolidated budgeting procedures. 

This upcoming activity, which is a new activity for both partners, was requested by Crimenergo and 
Lvivoblenergo due to the ongoing privatization and developments of power pool markets in Ukraine. 

The visit will provide Lvivoblenergo employees with an opportunity to learn how issues listed above 
are typically resolved in the United States. During the visit, they will discuss systems operations such 
as dispatching, computerized energy management system (EMS) and its operations, wholesale (bulk) 
marketing, Mid-continent Area Power Pool operations and relationship with Otter Tail in the market 
power pool business, wholesale/retail gas marketing, and bilateral contracts. The newly acquired 
knowledge gained from this visit, will enable Lvivoblenergo to understand in greater detail how 
power markets work in the U.S. and how this can knowledge can be transferred to Ukraine. 

OBJECTIVES 

The objectives of this Exchange Visit are as follows: 

1 .  To learn about the U.S. power market structure, hndamentals of wholesale (bulk) 
marketing, and bilateral contracts. 

2. To learn about system operations at Otter Tail Power (e.g., dispatching, scheduling, 
storm management, construction coordination, system metering, and OTP-MAPP 
relationship). 
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3 .  To learn about Mid-Continent Area Power Pool (MAPP) and how it operates. 

4. To identify items which can be implemented by Crimenergo and Lvivoblenergo in 
their operations. 

5. To discuss future activities. 

THE PROGRAM 

The program ofthis activity will include: an orientation meeting at U.S. Energy Association covering 
an overview of the partnership program and objectives ofthis exchange visit, and a series of meetings, 
discussior~s, and presentations at Otter 'Tail Power Company on subjects of U.S. power markets and 
Funcidsr~entais ofbulk power purchase agrzcmcnts. The delegates wil! also have a chance to visit the: 
Mid-Cor.tinet?t P ~ e a  Pcwcr Pool (h/rAPP) in Mitlncl.apnlis. 
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Agenda 
U.S. Power Markets & Fundamentals of Bulk Bower Purchase 

Agreements Exchange Visit 

Thursday, January 20,2000 

2: 10 p.m. Depart from Kiev to Frankfurt, United, Flight # 3825 

4:00 p.m. Arrive in Frankhrt 

5: 10 p.m. Depart from Frankfkrt to Washington, D.C., United, Flight # 977 

8:05 p.m. Arrive in Washington, D C., Dulles Airport -- greeted by Interpreter 
Transportation: NvIA 
Phone: 301-23 1-6555 
Conf, # : 145223 

9:30 p.m. Check in at the Club Quarters Hotel 
Contact: Me Eissa 
Phone: 202-463 -6400 
Address: 839 17th Street, N.W. 

Washington, D.C. 20006 

Fridav, Januarv 21,2000 

9:30 a.m. Orientation Program - Yelena Golbin, Deputy Program Manager, USEA 
Energy Industry Partnership Program 

@ Partnership Activities and Objectives 
rn Agenda, topics, and deliverables 

10:OO a.m. Meeting with USAID 
w Status of Privatization in Ukraine 
a Current USAID Initiatives 

11 :00 a.m. Lvivoblenergo Presentation 
Interaction with Energorynok 
Transit Accounts 
Current Issues at Lvivoblenergo 

1 1:30 a.m. Crimenergo Presentation 
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Interaction with Energorynok 
Transit Accounts 
Current Issues at Crimenergo 

12:30 p.m. Lunch 

2:00 p.m. Review of Documents - Program Coordinator, USEA 
Visitors' Information 

w AED Insurance 
Distribution of Per Diem Allowance 
Signing of Tax Forms - Participants 

3:00 p.m. Adjourn 

FREE DAY 

Sunday, January 23,2000 

10:30 a.m. Check out from the hotel (Store luggage at the hotel) 

12:30 a.m. Transportation to Reagan National Airport 
Transportation: RMA 
Phone: 301-23 1-6555 
Conf. # : 145224 

2:20 p.m. Depart from WashingtonReagan to Chicago, North West, Flight # 195 

3:57 p.m. Arrive in MinneapolisISt. Paul 

4:50 p.m. Depart from MinneapolisISt. Paul to Fargo, North West., Flight # 735 -- greeted by 
Kirby Anderson, Otter Tail Power 

5:54 p.m. Arrive in Fargo e 

6:30 p.m. Check-in at Best Western 
1-94 & HWY 210 W. 
Contact: Michelle 
Phone: (2 18) 739-22 1 1 
Fax: (2 18) 736-2533 

United States Energy Association Energy Industry Partnership Program 



Otter Tail Power/Crime~ter~o/L,dvoblenergo-U.S. Power ibfarkers & Fltnrhmentals o f  Brrlk Power htrcl~ase Agreemetrts Exc/tatlge 1 bif 

Mondav, January 24.2000 

9:00 a.m. Welcome at Otter Tail Power (at officer staff meeting) 

9: 15 a.m. System Operations 
e Dispatching 

Scheduling 

10: 15 a.m. Break 

10.30 a.m. System Operations - Continued 
@ Construction Coordination 
a Storm Mana.gement 

1 : 15 p.m. System Operations - Continued 
System Metering 
Relationship with Mid-continent Area Power Pool (MAPP) 

3:00 p.m. Break 

3 : 15 p.m. System Operations - Continued 
o Relationship with other Suppliers/Customers 

4:15p.m. Adjourn 

6:00 p.m. Dinner with Otter Tail Power 

Tuesdav, January 25,2000 

9:00 a.m. Wholesale (Bulk) Marketing 
e FERC Policies 

Short-term Forecasting 
Longer-term Forecasting 
Wholesale and Retail Load Sales 

@ Power Purchase Agreements 
Types of Contracts 

10:30 p.m. Break 
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10:45 p.m. Wholesale (Bulk) Marketing - Continued 
I Bilateral Contracts (Pros/Cons) 
I Competitors 

Pricing 
I Risk Management 

12:OO p.m. Lunch 

1 : 15 p.m. More on Power Marketing 
e Competition Impact on Electric Energy Costs 

Seasonality and Price Variability 

2.30 a.m. Break 

.I -4 c 
A. t~ & . i l l .  %lore on Power blarkcting - Crtntinsrcd 

U. S. Power Market Development Directions 
Deregulation 

4: 15 p.m. Adjourn 

6:00 p.m. Dinner with Otter Tail Power 

Wednesday, January 26,2000 

9:00 a.m. Computerized Energy Management System (EMS) 
e Computer Facility Tour 
I Demonstration of how the system works 

10:15a.m. Break 

10:30 a.m. Computerized Energy Management System (EMS) - Continued 
New EMS System Proposal 

I Other EMS Systems 

12:00 p.m. Lunch 

1 : 15 p.m. Otter Tail Energy Services 
I Other Energy-Related Revenues 

Competitors 
I Pricing e 
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3:00 p.m. Break 

3: 15 p.m. Otter Tail Energy Services - Continued 
a Risk Management 

Future of Other Energy-Related Sales 
a Deregulation and the Retail Market 

4 3 0  p.m. Adjourn 

6:00 p.m. Dinner on own 

Thursdav, Januarv 27,2000 

9:00 a.m. Visit to Mid-continent Area Power Pool (MAPP) - Minneapolis 
I Operations Review 

Relations with Utilities 
a Economic Dispatch Versus Merit Bid 

10: 15 a.m. Break 

10:30 a.m. Visit to Mid-continent Area Power Pool (MAPP) - Continued 
@ Congestion Management 

Ancillary Services 

12:OO p.m. Lunch 

1 :30 p.m. Visit to Mid-continent Area Power Pool (MAPB) - Continued 
a Load Management 
a Billing Procedures 

Dispatcher Training 

3:00 p.m. Break 

3: 15 p.m. Question & Answer Session 

4:30 p.m. Adjourn 

5:00 p.m. Dinner in Minneapolis on own - Drive back to Fergus Falls 

10.00 p.m. Return to Fergus Falls 
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Friday, Januarv 28,2000 

9:00 a.m. Tour of the Distribution Facilities in Fergus Falls 
Substations 
SCADA Equipment 

I Metering 

12:OO p.m. Lunch 

1.30 p.m. Final Question & Answer Session 

2:00 p.m. Meeting with Doug Kjellerup, Vice President, Otter Tail Power 
s Program Evaluation 
Q Lessons Learned 
o Future Activities 
I Identification of Milestones and Deliverables 

3:00 p.m. Adjourn - Shopping and Dinner on Own 

Saturday, Januaw 29,2000 

8:00 a.m. Check-out from the hotel 

8: 15 a.m. Transportation to the airport (provided by Otter Tail Power) 

10:35 a.m. Depart from Fargo to ChicagolOhare, United Exp., Flight # 7838 

12: 14 p.m. Arrive in ChicagolOhare 

2:45 p.m. Depart from ChicagolOhare to Frankfurt, United, Flight # 944 

Sunday, Januaw 30,2000 

6:00 a.m. Arrive in Frankfurt 

9:45 a.m. Depart from Frankfurt to Kiev/Borispol, United, Flight # 3824 

1 : 10 p.m. Arrive in Kiev/Borispol 
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USEA 
I 
United States Energy Association 

Draft: Jan. 12.2000 

1 UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * *  

It INSUMNCE-BASED RISK MANAGEMENT 
11 ExEcu T1b7E ExCIL42CE vxsU ! 

KYIVENERGORENNSYLVALNIA BOWER & LIGHT 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCHATB[ON 

February 3 - 12,2000 

Washington, DC 
Allentown, PA 

Participants 

Anatoliy Ivantsiv: Kyivenergo, Secretary of the Board 

Sergiy Bondaryev: Kyivenergo, Chairman of the Trade Unions Council 

Igor Drozdov: Kyivenergo, Director Legal Department 

Liliya Mamchiy: Minenergo, Head of the Main Department of Personnel, 
Social Policies 

Labor and 



PPLeLXyivenergo-Insurance-Based Risk Management Executive Exchange Visit 

BACKGROUND 

In 1992. the United States Agency for International Development entered into a cooperative agreement with 
the United States Energy Association in a series of definitional missions to determine the scope of U.S. 
Government assistance efforts in the energy sector of the Newly Independent States (NIS) of the former 
Soviet Union. To administer this task, USEA and USAID jointly developed the Energy Industry 
Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish long-term cooperative 
relationships between U.S. and NIS energy enterprises that provide a mechanism for the U.S. energy 
industry to transfer its experience in market-based energy production. transmission, and distribution to its 
counterparts in the NIS. Presently, the EIPP has established sixteen U. S ./NIS industry partnerships in 
seven of the eleven NIS republics. 

C?c Dcccmke: 19, !?a?, Pennsjrlvania Pov:er 2nd Light snd K,yi\len~r,n~ concluded an Initia! E ~ e r l l t ! ~ ~  
Exchange Visit culminating with the signing of a Cooperative Partnership Agreement. Since that time 
twenty-two activities have been organized under this partnership including executive exchange visits, 
advisory missions, internships, and seminars. The major topics for those activities were utility management, 
utility financing, operations safety, accounting principles, shareholder and investor relations, organization 
structure, and human resource development. 

Kyivenergo has been awarded a $ 2 0 0  million loan from the World Bank t o  rehrbish old power 
plants and build new ones. As part of this project, the World Bank required Kyivenergo t o  set up 
an insurance plan t o  cover losses during and after the construction of the plants. Currently, 
Kyivenergo has hired Marsh, an international New York-based insurance company, to  write a 
report on how they could go about getting insurance o r  establish their own captive insurance 
company under Ukrainian regulations and laws. 

A consistent transition to a market economy objectively presumes an increased need for an insurance 
protection plan. Determining compensation for losses caused by natural disasters (e.g., earthquakes, fires, 
floods. or droughts) or, by human actions, or failure to act, are becoming more frequent. The goal of 
attaining stability and of ensuring sufficient economic capabilities to support compensation for losses can 
be achieved through the development of an effective insurance coverage mechanism. Kyivenergo has 
participated in the establishment of the Kyivenergo Non-Governmental Pension Fund organized as a closed 
joint-stock company. Plans for the fbture include the establishment of an insurance company. 

This exchange visit will be a follow-up activity to a seminar held last November in Kyiv. Kyivenergo 
executives responsible for the implementation of insurance programs will travel to PP&L, Inc, to learn in 
more detail about the insurance and risk management operations of a U.S. electric utility. 

OBJECTIVES 
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PP&WKyivenergo-Insurance-Based Risk Management Executive Exchange Visit 

The objectives of this visit are as follows: 

1 )  To study the U.S. insurance market, its current status, future prospective of the market, and 
discuss legislative regulations of the insurance market. 

2) To learn about interactions between the U.S. power utilities and the insurance companies during 
the initial risk analysis stage, the contract execution stage and throughout the insurance contract. 

3) To learn about employee benefits including accident insurance, health insurance, and additional 
retirement benefits provided through non-government pension funds. 

4) To learn about the risk rnar~agzn~ent rr~echanism utilized by U.S. power utilities and discuss its 
organlsati~na! stn!ce.~re. sources of firnding, and the development of financial and economic 
feasibility studies in support of implementing insurance programs. 

5 )  To identify insurance-based risk management procedures that could be implemented by 
Kyivenergo. 

THE PROGRAM 

The program for this activity will include: introductory meetings with USAID & USEA to discuss the 
purpose of the exchange visit and the expectations; and a series of meetings, discussions, and presentations 
at PP&L, Inc. on the subjects of U.S. utility insurance-based risk management. Included will be topics 
such as: types of insurances, current status of the insurance market, legislative regulations of the insurance 
market, different stages through the insurance contract, employee accident insurance, employee health 
insurance, employee retirement benefits, insurance against foreign economic activities risks, insurance on 
major construction projects, utility-insurance broker relationships, and other issues. 
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PP&L/Kyivenergo-Insurance-Based Risk Management Ejcecutive Exchange Visit 

Agenda - Insurance-Based Risk Management Executive 

Exchange Visit 

Thursdav, Februarv 3,2000 - 

2: 10 prn Depart Kyiv,4?arispol to Frankfi-1r-t on United, Flight # 3825 

4:00 pm Arrive Frankfurt. 

5: 10 pm Depart Frankfurt to WashingtodDulles on United, Flight # 977 

8:05 pm Arrive WashingtodDulles. Met at gate by USEA representative. Travel to Club Quarters 
hotel. 

9:00 pm Check into Club Quarters Hotel 

Club Quarters Hotel 

839 17th St., NW 

Washington, DC 20006 

Tel: 202-463-6400 

Fax: 202-463-640 1 

Fridav, Februarv 4,2000 

9:30 am Meet USEA representative in hotel lobby. Travel to USEA Office. 
' 

10:OO am Meeting with representatives from United States Energy Association. 

Overview of USEA and WEC 

Energy Industry Partnership Program (EIPP) 

Review of Document 
. .- Distribution of Per Diem Allowance 

Signing of tax forms 
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PP&L/Ziyivenergo-Insurance-Based Risk Management Executive Exchange Visit 

1 1:00 a.m. Break 

1 1 : 15 a.m. Continue meetings with USEA 

.* Program evaluation forms 
-. -- Objectives 

Determination of deliverables and future activities 

12:30 p.m. Lunch 

2:00 p.m. Adjourn 

Saturday, Februarv 5,2808 

Free Day 

Sundav, Februarv 6,2000 

1 1 :45 a.m. Check out of hotel. 

12:OO p.m. Depart by van for Allentown, PA 

6 0 0  p.m. Arrive Allentown, PA.. Check into Hilton Hotel. 

Hilton Hotel 

904 Hamilton Mall Road 

Allentown, PA 18 10 1 

Tel: 6 10-433-222 1 

Mondav, Februarv 7,2000 

8:45 a.m. Meet PP&L, Inc. representative in hotel lobby. 

9:00 a.m. Welcome and Introductions 

9:30 a.m. Overview of PP&L, Inc. 

'* Overview of the company - Vision, mission and strategy 

Organizational structure 

Service territory 
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PP&L/Ryivenergo-Insurance-Based Risk Management Executive Exchange Visit 

% Customers groups 

r, Generation, transmission and distribution 

'i- History 

w Board of Directors 
- 
.lrr Shareholders 

11 :00 a.m. Overview of U.S. electric utility industry and regulations 
-, 
.lrr Deregulation trend in the U.S. 

3;. Current situation in the U.S. 

> Current situation in PA 

b PP&L's role in l k c  rcstructurir,g process 

12:OO p.m. Lunch 

1:30 p.m. Follow-up Q&A on issues raised during November seminar. 

Issue clarification to further determine exact schedule for rest of week 

General Q&A 

5:00 p.m. Adjourn 

Tuesdav, Februarv 8,2000 

Note: Delegation will split into two groups. One group will work with Corporate Risk Management 
department and other group will work with Employee Benefits department. 

Risk Management Group: 

9:00 a.m. Full day meeting with Corporate Risk Management department 

Objectives of risk management (post-loss and pre-loss) 
Department mission objectives 

Effective risk management and the four costs of risk management accidents 

Decision making aspects 

% Effective safety training 
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- r Methods to identify risk exposures 

Alternative techniques of risk treatment 
+ h s k  financing techniques - retention and transfer -- and when to choose which 
.. - Principle factors affecting the choice of a program - fmancial and operational 

factors 
... 
.c Monitor risk program effectiveness 

Employee Benefits Group: 

9:00 a.m. Full day meeting with Employee Benefits department 

- P Overview of employec bcncfits department 

Roles and responsibilities 
+ Medical Plans 

"i- Retirement Program 
- 
F Pension Plans 

Wednesday, February 9,2000 

Risk Management Group: 

Full Day Insurance Procurement Objectives 

Protection of corporate assets from the financial impacts of loss exposure 

;i- Coverages which are mandated by law (e.g., workers compensation, nuclear 
insurance, oil & pressure insurance, and elevator insurance) 

Engineering services (liability insurance) 

% Claims investigation services 

Defense services (helps PP&L defend themselves against claims) 

Employee Benefits Group: 

Full Day: Overview of benefits 1 policies (Continued) 

> Vacation 

% Holidays 

i Sick Leave Policy 
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PP&LLKvivenergo-Insurance-Based Risk Management Executive kchattge Visit 

* Personal Time Off 
... Savings Plans . 
r Tuition Reimbursement - r Life Insurance 

Thursdav, Februarv 10,2000 

Risk Management Group: 

9:00 a.m. Marketing Strategies for Risk Management 
-P Placement of coaferagrs directly with i.ns1.1sers and underwriters 

!zsutar,cc b:ckz:r, f i r  21xezent of coverage with the LJ. S . mdlor intemxtinm! 
insurers and reinsurers 

+ Participation in electric utility-owned association type captives 

12:OO p.m. Lunch 

1 :30 p.m. Contract Review Procedure and the steps to take before and after the contract gets 
issued. 

2:30 p.m. Claim Handling Procedures 

4:00 p.m. Captive Insurance Companies 

Employee Benefits Group: 

9:00 a.m. Employee Benefits Programs (Continued) 

> Stock Investment Plans 

> Flex Time 

6- Disability Benefits 

6- Severance Programs 

6- Succession Planning 

+ Personal Counseling Services 

Maternity Leave 

Friday, Februarv 11,2000 
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Note: Groups will be together for full day. 

9:00 a.m. Joint follow-up Q&A session 

1 1 :00 a.m. Program Evaluation - PP&L, Inc., Kyivenergo 
- 
r Exchange visit evaluation 

> Deliverables 

Improvements as a result of partnership activities 

+ Future activities 

12:30 p.m. Lunch 

2:00 p.m. Site visit - To be determined 

Saturdav, February 12,2000 

2:00 p.m. Check out of hotel. Depart by van for Newark Airport 

5 5 0  p.m. Depart Newark to Frankhrt on United, Flight # 35 14 

Sunday, February 13,2000 

7:20 a.m Arrive Frankfurt 

9:45 a.m. Depart Frankfurt to Kyiv/Borispol on United, Flight # 3824 

1:10 p.m. Arrive Kyiv/Borispol 
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Sponsored by the 
Energy Industry Partnership Program for Eurasia 

and the 
Electricity Management Development Institute for 

Central and Eastern Europe 

programs ofthe 
United States Agency for International Development 
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Warsaw, Poland 

February 15-17,2000 
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Elements qf Competitive Power Markets 

ELEMENTS OF COMPETITIVE POWER MARKETS 

OVERVIEW 

The success of market reform and privatization depends on the use of proper market structure 
mechanisms. The goal is to create an investment climate that supports capital expansion and top 
quality management. The mechanisms necessary to do this will be discussed in detail. Experts from 
Europe and North America will present on these topics. A viable market structure should provide (1) 
independent corporate governance and regulation, (2) a robust physical market for power, (3)  
financial (forward) markets fbr trading, and (4) investment for needed facilities. 'The ultimate results 
of a well-designed electric market are robust, competitive trading and a deep liquid cash market to 
support power iilidilstry expansion. 

Februarv 15,2000 

7:30 pm Welcoming Dinner Sponsored by the United States Energy Association 

Februarv 16,2000 -- Electric Market Structure: Views on What and Why 

8:30 am Introductions 
Welcoming remarks and overview of conference objectives 

Barry K. Worthington 
Executive Director, United States Energy Association 

Tom Broderick 
Energy Director for Ukraine, United States Agency for International Development 

9:00 am Keynote Address 
Jan Buczkowski, Undersecretary of State, Ministry of Treasury 

9:40 am Market Structure Overview and Terms 
Based on work in the North America, Europe, Asia, and Australia, the speaker 
will introduce the major concepts and depne terms for use throughout the 
conference, including market structures, generation scheduling fiilateral and 
spot markets for energy), ancillary services Cfrequency control and reserve 
capacity), congestion management, and physical versus financial markets. 

Eric Woychik 
President, Strategy Integration Inc. and Member of the Board of Directors of the 
California Independent System Operator 
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10:30 am Break 

1 1 :00 am What Elements in Market Structure Are Needed? 
A panel of speakers will discztss the elements of market structure - the "whats " -- in 
drfferent wholesale markets in North America and Europe. This will include 1,) the 
design philosophy andevolution of the wholesale market, 2) what bilateral contract 
and spot market mechanisms are used for trading, 3) what the intended role of the 
Jystem operator is expected to be, and 4) what settlement procedures are used. 

Knut Fossdal 
OM Technology Energy Systems AS 

John Gdowik, 
Customer Relations and Training Department, PJM Interconnection, LLC 

Ziad Alaywan 
Director of Market Operation, California Independent System Operator 

Craig Kazin 
Customer Services and Training Departmet, IS0  New England, Inc. 

12:30 pm Luncheon 
Miroslaw Duda, Chief Advisor, Polish Energy Regulatory Authority 

2:00 pm Conditions for Competitive Power Markets and for Privatization 
This panel will address how dvferent wholesale markets approach competition and 
privatization needs. Each panelist will discuss their perspective on the .conditions for 
competitive power markets and for privatization. The panel Chair will summarize 
these viewpoints in terms the degree to which market mechanisms ensure competition 
and meet conditions for privatization. 

Richard O'Neill 
Federal Energy Regulatory Commission 

Tom Broderick 
Energy Director for Ukraine, United States Agency for International Development 

William Dale 
Chief Information Oficer, AMDAX.com 
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Curtis Kebler 
Reliant Energy 

3:30 pm Coffee Break 

4:00 pm How Competitive Elements Work - Concepts in Practice 
The con~petitive market strzlctzire elements are explained, to show how these concepts 
work in practice. Specific topics are bilateral trading, arbitrage between markets, 
use of spot markets, trading or transmission contracts, congestion prices, and 
ancillary services. Panelists will explain how preferred market concepts send price 
sigmls, allocate szipply, ration demand, and trigger investment. 

Knut Fossdal 
OM Technology Energy Systems AS 

John Gdowik, 
Customer Relations and Training Department, PJM Interconnection, LLC 

Ziad Alaywan 
Director of Market Operation, California Independent System Operator 

Craig Kazin 
Customer Services and Training Departmet, IS0  New England, Inc. 

William Dale 
Chief Information Officer, AMDAX.com 

5:30 pm Day One Summary and Adjourn 

7:00 pm Reception Sponsored by the United States Energy Association Immediately 
Following Adjourn 

United States Energy Association 
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Februarv 17,2000 -- Market Operations and Privatization Conditions 

8:30 am How Specific Market Mechanisms Work - Details Reveal Lessons 
The spec~fic market mechanisms are explained in more detail, to show how these 
concepts work in practice. Mechanisms for spot trading, congestion pricing, 
ancillary services, and transmission contracts are defined in more detail. Market 
operations and lessons learned are emphasized The Chair will summarize these 
market mechanisms and related lessons learned 

Knut Fossdal 
OM Technology Energy Systems AS 

John Gdowik, 
Customer Relations and Tra~ning Department, PJM Interconnection, LLC 

Ziad Alaywan 
Director of Market Operation, California Independent System Operator 

Craig Kazin 
Customer Services and Training Departmet, IS0  New England, Inc. 

10: 00 am Break 

10:30 am The Need for Independence in Market Operations and In Governance 
The speaker will disctlss the importance of a self-governing structure for wholesale 
market operations and billing, as well as the appropriate interaction with regulators 
and policy makers in establishing market rules. An important component is the 
importance of an independent settlement procedure. 

Speaker: Richard O'Neill Federal Energy Regulatory Commission 
Counterpoint: Curtis Kebler, Reliant Energy 

11:30 am Unbundling Wholesale Sewices 
The dvferences between market structures are defined in terms of wholesale services 
that are unbundled. Dffererrces in perspective are explored with respect to the need 
to disaggregate spec@ whoksale services, including ( I )  plant dispatchflexabiliiy, 
(2) ancillary services, (3) spot markets for power, (4) congestion prices, and (5) 
transmission services. 

United States Energy Association 
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Elements o f  Competitise Power Markets 

Knut Fossdal 
OM Technology Energy Systems AS 

Ziad Alaywan 
Director of Market Operation, California Independent System Operator 

Craig Kazin 
Customer Services and Training Departmet, IS0 New England, Inc 

Curtis Kebler 
Reliant Energy 

12:GO prn Luncheon Speaker -- Invited 
Krysztof Zmijewski, President & CEO Polish Power Grid Company 

1.30 pm Restructuring, Privatisation and the Establishment of a Competitive 
Electricity Market: Lessons from the UK 
Phillip Davies, Enron Europe 

2:00 pm Investor Views on the Application of Privatization Conditions to Specific 
Market Mechanisms 
Investors in power systems present their views of the application of conditions for 
privatization to the specrfic market mechanisms that have been described. The 
correlation of the privatization conditions, market mechanisms, and wholesale 
unbundling will be discussed. The Chair will facilitate this by use of a matrix of 
privatization corzditions and market mechanisms. Market transaction costs and 
independence in market operations and settlements will also be addressed. 

Independent Power Investor 

Curtis Kebler 
Reliant Energy 

2:30 pm Coffee Break 

3:00 pm Perspectives on Future Electricity Markets 

Yaroslav Schpak 
General Director, Lvivoblenergo 

Edward Najgebauer, President Belchatow Power Plant Company 

United States Energy Association 
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Elements of Competitive Power Markets 

Piotr Kukurba, Upper Silesia Power Distribution Company 

4:00 pm Round-Table Discussion of Views on the Application of Privatization Conditions 
to Specific Market Mechanisms 
Other views aid comparison of perspectives is encouraged regarding the correlation 
of the privatization conditions, market mechanisms, and wholesale unbundling. The 
Chair will ask for points of agreement and provide a summary of common 
perspectives on each of the conditions and market mechanisms disczissed. 

4:45 pm Summary and Contrast of Market Models 
Eric Woychik, Member Board of Directors, California Independent System Operator 

S : I 5  pm Adjourn 

United States Energy Association 
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February 29,2000 
DRAFT 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * A * *  

TE MANAGEMENT AND INFOR 
SYSTEMS 

EXECUTIVE EXCHANGE VISIT 
* * * * * *  

FIRST ENERGY CORPORATION / 
MWARKIVOBLENERG0 PARTNERSHIP 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

March 2-11,2000 

Cleveland, OH 
Washington, DC 

Particinants 
ANATOLIY KRIVTSOV, Acting Chairman of the Board of Kharkivobelnergo 

GENNADIY NAYMARK, Esecutive Director of General Affairs 
VICTOR GUTENEV, First Deputy Director of Kharkiv Regional Electric Networks 
VOLODYMYR GODUN, Chief Engineer of Kharkiv Regional Electric Network 

VALENTYNA BURKO, Cliief of Co~ltrol and Auditing Department of Kharkivoblenergo 
YELENA GOLBIN, Deputy Program Manager, USEA 

JANJA LUPSE, Program Coordinator. USEA 



First Energy/Kharkivoblenergo-Corporate Management and In$ormation Systems Executive Exchange Visit 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U.S. Government assistance effort in the energy sector ofthe Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U.S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the MS.  Presently, the EIPP has establish fifteen 
U.S./NIS industry partnerships in seven of the eleven NIS republics. 

On September 15, 1999, Kharkivoblenergo and FirstEnergy (FE) concluded an Initial Executive 
Exchange Visit in Akron, OH by signing a Cooperative Agreement and by developing a work plan 
for fiscal year 2000. Since that time, one more activity on metering, billing and collections was 
organized in Kharkiv, Ukraine on November 1-6, 1999. 

The purpose of the next upcoming Kharkivoblenergo visit on Corporate Management and 
Information Systems is to learn more about FirstEnergy7s management concepts and their operations, 
International Accounting Standards (IAS), structure ofthe Dispatch Service Manual, and Information 
Systems softwarelhardware used by ~ i r s t ~ n e r ~ ~ .  

The Ukrainian energy sector, including Kharkivoblenergo, is currently going through the process of 
developing new corporate structures to put itself on a more commercial basis. The successful 
operation of the restructured energy companies depends heavily on their ability to operate as 
commercially viable, corporate entities. Because of the severe account receivables problem facing 
Kharkivoblenergo, central to the efficient operation of the company is a reliable accounting system 
which accurately calculates all costs and revenues, tracks customer payments and non-payments, and 
clearly identifies problematic account receivables. Adopting a western accounting and management 
information system that provides the company management with timely and accurate financial 
information on accounts payable and receivables, can improve the cash flow of the company, increase 
its attractiveness to outside investors, and by extend improve the overall utility system. 

According to the Cabinet of Ministers of Ukraine, all the companies will have to convert their 
accounting to the International Accounting Standards (IAS) in the next year. Kharkivoblenergo is 
planning to introduce new accounting codes by June 2000. This visit will enable them to look at 
FirstEnergy7s IAS to make their conversion process to IAS smoother and easier. 

Kharkivoblenergo is also in process of changing the organization of the Regional Dispatch Services 
in order to speed up and improve the quality of data exchange and the management decisions that 
require systematic automation and control. Kharkivoblenergo is planning to update their Dispatch 
Services Manual by using FirstEnergy7s Manual as a guide to make the necessary changes needed. 

United States Energy Association--Energy Industry Partnership Program 
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Utilization of all capabilities of modern hardware and software may significantly improve 
Kharkivoblenergo's operation and its management. The company is planning to procure Information 
Systems (IS) Software in the near future as it is becoming a vital component for the company to stay 
eficient and competitive. This visit will enable them to look at FirstEnergy's Automated Mapping 
(AM) and Facilities Management (FM) functionality, applications, and project costs and schedule 
overview. In addition, FirstEnergy will present to them the procurement process which will help 
them in their own IS procurement which they are planning to do very soon. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To learn about FirstEnergy's regional dispatch organization. In particular, reiliew 
Firstlinergy"~ 01spatch Service Mar~ual in greater detail in order to help Kharkivoblenergo 
updale ~lleir ui+ik Manual. 

2 )  To discuss FirstEnergy' s Information System (IS) software/hardware and identi@ IS software 
for Kharkivoblenergo to procure. 

3)  To get Kharkivoblenergo familiarized with the International Accounting Standards (IAS) and 
main theories behind IAS as used by FirstEnergy. Kharkivoblenergo is planning to introduce 
IAS by June 2000. 

4) Discuss areas of future activities. 

THE PROGRAM 

The program of this activity will include: an orientation meeting at U.S. Energy Association in 
Washington, DC covering an overview of the partnership program and objectives of this exchange 
visit and a meeting with the Ukraine Ambassador to the United States to discuss the partnership 
program and future U. S.-Ukraine Initiatives; and a series of meetings, discussions and presentations 
by FirstEnergy Corp. on various topics as mentioned above. Most of the meetings will be held in 
Cleveland, OH at FirstEnergy's Northern Region Headquarters and other FirstEnergy locations. 

United States Energy Association--Energy Industry Partnership Program 
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Agenda 
Corporate Management & Information Systems 

Executive Exchange Visit 

Thursdav, March 2,2000 

7:50 a.m. Depart from Kyiv Borispol to Franbr t ,  Ukraine Air, Flight # 401 

9:30 a.m. Arrive in Frankfurt 

1:  10 p.m. Depart from Frankfurt to Washington Dulles, United, Flight # 917 

4:05 p.m. Arrive to Washington/Dulles - Greeted by Interpreters 
Transportation from the airport - RMA Confirmation # 149409 
Tel.: 301 231 6555 

6:00 p.m. Check in at the Club Quarters 
839 1 7Ih Street, NW 
Washington, DC 
Tel.: 202 463 6400 

Friday, March 3,2000 

9:30 a.m. Review of documents - Program Coordinator, USEA 

Visitors' Information 
AED Insurance 
Distribution of Per Diem Allowance 

a Signing of Tax Forms - Participants 

10:OO a.m. Meeting with USAID 

Status of Privatization in Ukraine 
Current USAID Initiatives 

1 1 :00 a.m. Kharkivoblenergo Presentations - Speaker 

Corporate Overview 
• Current situation at Kharkivoblenergo 

United States Energy Association-Energy Industry Partnership hogram 
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a Collections 
Privatization 

a Prospective Projects 
0 Future Activities 

12:00 p.m. Lunch 

1 :00 p.m. Orientation Program - Yelena Golbin, Deputy P r o p ?  Mmager, IISEA 

• U. S. Energy Association Overview 
a World Energy Council 
a U. S. Agency for International Development 
• Energy Industry Partnership Program 
0 Partnership Activities and Objectives 
@ Agenda, topics, anil deliverables 

2:00 p.m. Leave for a meeting with Ukrainian Embassy 

2:30 p.m. Meeting with Ukrainian Embassy 

o New U.S.-Ukraine Initiatives 

Saturday, March 4,2000 

FREE DAY 

Sunday, March 5,2000 

3:20 p.m. Pick-up from Club Quarters to go to Washington/Dulles Airport 
RMA Confirmation # 14941 1 
Tel.: 301 231 6555 

5:20 p.m. Depart from Washington/Dulles to Cleveland, United, Flight # 7168 

7:00 p.m. Arrive at Cleveland Hopkins Airport 
Transport to Renaissance Cleveland 
Contact: Mr. John Davis 
Tel. : 216 623 1300 (main number) 
Tel.: 21 6 902 4035 
Fax: 216 696 0432 
24 Public Sq. 
Cleveland, OH 44 1 13 

United States Energy Association-Energy Industry Partnership Program 
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Mondav, March 6,2000 

9:00 a.m. Welcome -- FirstEnergy Executive -- Anthony J. Alexander, President, 
FirstEnergy Corp. 

9:30 a.m. Regional Dispatch Organization, Northern Region Headquarters 

0 Transmission vs. Distribution -- Gwendolyn K. Luciano, Manager, 
Transmission Bzisiness Services 
- Transmission Systems Overview 
- Pricing and Regulation 
- American Transmission Systems, Inc. (ATSI) 
- Future Direction of FirstEnergy Transmission 

JJ Eeiriona! Disuztchinz Opzraiions - Robert J. Austiiz, S k l j d ~ ? i S ' ~ ~ i ' ,  

L)i.spntching, Northern Region Dispatch Services/Karl J. Fickey, 
Supervisor, Dispatching, Eastern Operations Services 
- Organization and OEce Responsibility Overview 

10:45 a.m. Break 

1 1 :00 a.m. Regional Dispatch Organization, Northern Region Headquarters (continued) 

Regional Dispatching; Ouerations -- Austin/Fickey (continued) 
- Performance Measurements 

12:OO p.m. Lunch (Catered) 

1 : 15 p.m. Regional Dispatch Organization, Northern Region Headquarters (continued) 

a Facilitv Tour of Northern Region Dispatch Office -- Bradley S. Ewing, 
Regional Director, Operations, and Robert C. Austin, General Supervisor, 
Northern Region Dispatch Operations 

2:00 p.m. Regional Dispatch Organization, Northern Region Headquarters (continued) 

Svstem Automation at FirstEnerm C o r ~ .  -- Richard J. 0 'Callaghan, 
Director, Transmission & Substation Engineering, T&D Technical 
Services 

2:45 p.m. Break 

United States Energy Association--Energy Industry Partnership Program 
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3 :00 p m. Regional Dispatch Organization, Northern Region Headquarters (continued) 

0 Voice & Data Communications at FirstEnerav Corp. -- William J. Kolosi, 
Mnlmager, Administrative Services Department, and Steven F. Lux, 
Director, Telecommzinicatiorrs Engineering 

4:30 p.m. Adjourn 

Tuesdav, March 7,2000 

9:00 a.m. Information Technology Systems at FirstEnergy Corp., ISOC 

Information Services Overview -- David L. Nernrth, Manager, In$ormation 
,Sewices 

o Auto~nated hla~rjilig aiid FaziLiies h i ~ n ~ ~ e i i l ~ i l i  ir"IPvWlvl) iiiid GYul h 
Management Systems Inte~ration - Stephen P. Osvath, Director, 
Management Systems, and Kevin W. Miller, Coordinator, M / F M  & 
Geospatial Systems 

10:30 a.m. Break 

10:45 a.m. Information Technology Systems at FirstEnergy Corp., ISOC (continued) 

AMRM Svstem Demonstration -- Stephen P. Osvath, Director, 
Management Systems 

a AMDM Crews (Work Management) 

FirstEnernv (Outage Management) System 
- Finance & Accounting System Interfaces 

12:OO noon Lunch (Whiteys) 

1 :00 p.m. Open Discussion and other activities (TBD) 

5:00 p.m. Adjourn 

Wednesdav, March 8,2000 

9:00 a.m. Emergency Planning & System Condition Assessment, Employee Training 
Development Center (ETDC) 

United States Energy Association--Energy Industry Partnership Frogram 
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ETDC Overview -- John E. Skoty, Manager, Worvorce Development 

a 
Fault Locatinn Technolo~ies -- John C. Stephens, Director, Transmission 
Planning arzd Protection 

Eouiament Diagnostic Testing at FirstEnergy -. -- RichardJ. O 'Callaghan, 
Director, Trnnsmission & Substation Engineering, T& Tech~lical 
Services 

10:30 a.m. Break 

10:45 a.m. Emergency Planning & System Condition Assessment, ETDC (continued) 

Northern Region Underground Network Cable Service - David. I. 
kirrafa, Szipervisor, llrzderpuund Network Cable Service 

12:00 Noon Lunch (Catered) 

1 :30 p.m. Emergency Planning & System Condition Assessment, ETDC (continued) 

Emeraencv Ooerations Manual Review -- Timothy M. Richard, Regional 
Director, Operations, Operations Services 

Storm Restoration -- Mutual Assistance from Other Utilities -- Craig K 
Hotchkiss, Director, T&D Operations Services 

3:00 p.m. Break 

3 : 15 p.m. Emergency Planning & System Condition Assessment, ETDC (continued) @ 

Emergency Stock -- Kimberly F. Litwinowicz, Director, Technical 
Support Services 

FirstEnerav Maintenance Programs - KimberZy F. Litwinowicz, Director, 
Technical Support Services 

5:OOp.m. Adjourn 

Thursdav, March 9,2000 a 
9:00 a.m. Capital Project Prioritization & Management for 

Transmission & Distribution (T & D), Northern Region Headquarters 

United States Energy Association--Energy Industry Partnership Program • 
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Transmission Planning -- John C: Stephens, Director, Transmission 
Planning and Protection 

a Distribution Feeder Planning - Process and Programs - Paul M. Severyn, 
,5'14pervisor, Engineering Services, Central Region Operations Services, 
and John K. Piersol, Engineer, Central Region Operations Services 

10:15a.m. Break 

10:30 a.m. Capital Broject Prioritization & Management for T&D, Northern Region 
Hendqunrters (continued) 

@ Shareholder Value Added - A Method for Proiect Evaluation - David J. 
Blake. Supervisor, Engineering Services 

12:OO p.m. Lunch (Catered) 

1 :30 p.m. Capital Project Prioritization & Management for T&D, Northern Region 
Henrlquarters (continued) 

Maior ~quipment Initiatives -- Roger L. Savako, Director, T&D 
Procztrement 
- Vendor Partnerships 
- "Total Solutions" 
- e-Procurement 

2:45 p.m. Break 

3:00 p.m. Capital Project Prioritization & Management for T&D, Northerrz Region 
Headquarters (continued) 

a Modular Design & Procurement at FirstEnergy - RichardJ. 
0 'Callaghan, Director, Transmission & Substation Engineering, T@ 
Technical Services 

a Capital Pro-iect Approval Process at FirstEnergy - Richard J. 
0 'Callaghan, Director, Transmission & Substation Engineering, T&D 
Technical Services 

a T&D Equipment Standards Initiatives at FirstEnerr~v - Craig W. 
Hotchkiss, Director, T&D Operations Services 

United States Energy Association--Energy Industry Partnership Program 
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5:00 p.m. Adjourn 

Friday, March 10,2000 

9:00 a.m. Finance & Accounting, Rennissnnce Hotel 
• Credit & Collections -- Briar? E. Lowe, Regional Supervisor, Credit 

Services, Customer Services 

Financial Resources -- Nancy C. Ashcom, Corporate Secretary 

• Financial Communitv Relations - Kurt E. Turosky, Manager, h~vestor 
Relations 

@ Debt Financing - Ti~omtrs ('. ~Yavin, Treusur.er 

10:30 a.m. Break 

10:45 a.m. Finance & Accounting, Renaissance Hotel (continued) 

• Tax Planning and Compliance -Joseph A. Gier, Director, Tax Planning 
& Compliance 

• Emplovment Process for Management and Professional Positions - James . 
A. Bowers, Manager, Human Resources 

Components of Total Compensation -- James A. Bowers, Manager, 
Humar~ Resources 

12:OO p.m. Lunch 

2:00 p.m. Question & Answer Session 

4:00 p.m. Adjourn 

Saturday, March 11,2000 

1 :20 p.m. Depart for Cleveland Hopkins Airport to Washington/Dulles, United, Flight # 7334 

2:42 p.m. Arrive in WashingtodDulles 

5:25 p.m. Depart WashingtodDulles to Frankfurt, United, Flight # 916 

Sunday, March 12,2000 

- 
United States Energy Association--Energy Industry Partnership Program 
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7 :  10 a.m Arrive in Frankkrt 

9:45 a.m. Depart Frankhrt to Kyiv/Borispol, United, Flight # 3824 

1 : 10 p.m. Arrive in Kyiv/Borispol 

United States Energy Association--Energy Industry Partnership Program 
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United States Energy Association 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

and 

UNITED STATES ENERGY ASSOCIATION 

March 19-25, 2000 
Washington, DC; Lexington, Kentucky 

Particioants 

1. Chebotar, Valeriy Mikhailovich: Member of the Board, Director, Krivorozhskaya 
Thermal Power Plant 

2. Kovpak, Andriy Ivanovich Member of the Board, Director, Pridneprovskaya Thermal 
Power Plant 

3 .  Gordeeva, Ganna Anatolievna Head, Department of Long-Term Planning, 
Dniproenergo 

4. Byelyanina, Svitlana Head, Department of Labor and Wages, 
Dniproenergo 

5. Albert Doub Senior Program Coordinator, USEA 
6 Natalie Jigalova Interpreter 
7 Valerie Yegorov Interpreter 



Kentucky Utilities / Dniproencrgo - Organizational Management / Cbrporute Communications Exchungr I.?sit 

BACKGROUND 

In 1992. the United States Agency for International Development entered into a cooperative agreement with 
the United States Energy Association in a series of definitional missions to determ~ne the scope of U S.  
Government assistance efforts in the energy sector of the Newly Independent States (NIS) of the former 
Soviet Union. To administer this task, USEA and USAID jointly developed the Energy Industry 
Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish long-term cooperative 
relationships between U.S. and NIS energy enterprises that provide a mechanism for the U.S. energy 
industry to transfer its experience in market-based energy production, transmission, and distribution to its 
counterparts in the NIS. Presently. the EIPP has established sixteen U.S./NIS industry partnerships in 
seven of the eleven NIS republics. 

On July 19, 1996 Dniproenergo and Kentucky Utilities concluded an initial Executive Exchange Visit to 
Kentucky by signing a Cooperative Partnership Agreement. Since that time a number of activities were 
organized under this partnership including executive exchange visits, advisory missions, internships and 
seminars. The major topics for those activities were utility management. utility financing, accounting 
principles. procurement procedures, corporate communications and organizational management. 

Dniproenergo has requested that the topics of organizational management and corporate communications 
be major focus areas for FY 2000. These issues are of increased importance to Dniproenergo as they 
continue in their progression to be a fully privatized utility. Improving the management of their personnel 
in a more effective and cost efficient manner will make the company more attractive to investors. 
Improving communications, both within the organization and to the outside community, and how 
Dniproenergo presents itself to the public as a competently managed company will play an integral role in 
how it is viewed by investors. 

Senior representatives from Kentucky Utilities conducted an introductory seminar on Organizational 
Management and Corporate Communications for Dniproenergo last November in Zaporozhye, Ukraine. 
Over sixty managers from most of the departments within the company were in attendance. This was the 
first activity to cover these subjects under the partnership and served as a general introduction to how these 
functions were organized and operated by a U.S. electric utility. 

This exchange visit is designed to allow senior executives and managers involved in corporate 
communications and personnel issues to see first hand how these h c t i o n s  operate in a U.S. electric utility. 
Topics to be discussed include staffing requirements, internal and external recruiting, payroll functions and 
operations. employee benefits, employee development, and how a U S ,  utility is typically organized into 
departments. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To provide Dniproenergo with information on how a U.S. electric utility manages its human 
resources including employee benefits, job descriptions, salary structure, and hiring and firing 
procedures. 

2 )  To discuss the various organizational structures of U.S. electric utilities and how they work 
together as one company. 

3) To discuss employee benefit programs and their development and implementation. 

United States Energy Association--Energy Industry Purtnership Program 
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Sunday, March 28,1999 

9:25 a.m. Arrive Frankfi~rt 

10:35 a.m. Depart Frankhrt for Kyiv on Ukraine International on Delta Flight #2785 

1:35 p.m. Arrive Kyiv 

United States Energy Association--Energy Industry Pnrtnership Program 
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4) To provide detail as to how the various management levels work together and the various levels of 
accountability. 

5 )  To provide Dniproenergo with information on how a U.S.  electric utility manages its corporate 
cornmiu~~ications including internal employee communications, external public relations and 
customer relations. government relations and investor relations. 

6) To determine future activities and deliverables for the remainder of FY 2000. 

THE PROGRAM 

The program of this activity will include: a series of meetings, discussions, and presentations at Kentucky 
Utilities Company on the subjects of organizational management and project management and procurement. 
Meeting will also be held at the conclusion of the activity to discuss possible deliverables and actions that 
can be ta3tci1 as a result of the visit. 

United States Energy Association--Energy Industry Partnership Program 
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Agenda - Procurement / Project Management Exchange Visit 

Saturdav, March 18,2000 

Note: Delegation travels to Lexington one day earlier than normal practice to take advantage of 
substantial air travel savings. 

7:50 a.m. Depart from Kiev on Ukraine International Flight #401 to Frankfurt 

9:30 a.m. Arrive in Frankfurt 

1 1: 15 a.m. Depart from Frankfurt on Delta Flight #15 to Atlanta, GA 

3:40 p.m. Arrive in Atlanta 

5:10 p.m. Depart Atlanta on Delta Flight #I126 to Lexington, KY 

6:20 p.m. Arrive Lexington, KY. Greeted by USEA / KU representatives. 

7: 15 p.m. Check-in at the Gatz Park Hotel 
120 West Second Street 
Lexington, Kentucky 40507 
Phone: (606) 231-1777 Fax: (606) 233-7593 

Sunday, March 19,2000 

Free day to get acclimated to Lexington area. Possible local excursion with KU representatives. 

Monday, March 20,2000 

8:30 a.m. Meet Albert Doub in hotel lobby and travel to Kentucky Utilities Headquarters 

Kentucky Utilities 
One Quality Street 
Lexington, KY 40507-1462 
Point-of-Contact: Mr. Jim Call 
Tel: 606-367-1 162: Fax: 606-367-5782 

9:00 a.m. Introductions by Kentucky Utilities 

a Overview of Kentucky Utilities 
a Organizational Structure 
t Ongoing merger with LG&E 
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10:00 a.m. Status of Dniproenergo Reform & Privatization 

Current Situation at Dniproenergo 
Changes in the Energy Sector of Ukraine 
Exchange Visit Expectation 

11.15a.m. Break 

1 1:30 a.m. Overview of agenda 

Addtions, subtractions and lor changes 

12:00 noon Lunch 

1:00 p.m. Overview of KU Human Resources Department 

I Organizational Structure 
Functions I responsibilities 
Job descriptions 

e Power plant stafl'ing requirements 
Employee qualifications 

3.00 p.m. Break 

3: 15 p.m. Tour of KU Human Resource Department 

4:15 p.m. Adjourn 

Tuesdav, March 21,2000 

9:00 a.m. Salaries, Wages & Benefits 

Base Pay 
Cost Of Living 
Promotion Increases 
Merit Raises 
Incentives 

10:30 a.m. Break 

10:45 a.m. Salaries, Wages and Benefits (Cont.) 

Industry Comparisons 
Compensation requirements for different categories of employees 
Tenure and salary 
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12:00 noon Lunch 

1:30 p.m. Labor Union Agreements 

Negotiation procedures 
* Preparation of offers 

What to do if agreements cannot be reached 

3:00 p.m. Break 

3: 15 p.m. Labor Union Agreements (Cont.) 

4:30 p.m. Adjourn 

Wednesdav, March 24,1999 -- 

9:00 a.m. Employee Development I Training 

Orientation Programs 
On The Job Training 
Competency Testing 
Seminars 
Conferences 

e Continuing Education 
Skills Enhancement 

12:OO p.m. Lunch 

1 :00pm Employee Development I Training (Continued) 

3:00 p.m. Possible Site Visit? - Tour of Claiborne Horse Farm? 

Thursdav, March 25,1999 

8:30 a.m. Depart for local Thermal Power Plant 

9:00 a.m. General overview of plant 
Speakers to be determined 

10:OO a.m. Break 

10: 15 a.m. Overview of employee roles & responsibilities 

Staffing requirements 
e Functional Requirements 

Shifts 
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Training 

12:OO noon Lunch - return to KU headquarters 

1:30 p m. Employee Benefits 

Overview of employee benefits department 
Roles and responsibilities 
Medical Plans 
Retirement Program 

• Pension 
• Vacation 
• Holidays 

3:00 p.m. Break 

3.15 p.m. Employee Benefits ICont.) 

Sick Leave Policy 
Personal Time Off 
Savings Plans 
Tuition Reimbursement 
Life Insurance 
Stock Investment Plans 
Flex Time 
Disability Benefits 
Severance Programs 
Succession Planning 
Personal Counseling Services 
Maternity Leave 
Career Development 

5:00 p.m. Adjourn 

Fridav, March 26,1999 

9:00 a.m. Corporate Communications 

• Overview of Communications Departments 
Roles and responsibilities 

9:30 a.m. Internal Employee Communications 

• Intranet 
Newsletters 

• Email 
Special publications 
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Internal Promotions 

10.00 a.m. Public Information and Community Relations 

Media Relations 
Crisis Communications 
Customer Communications 

10:30 a.m. Break 

10:45 a.m. Financial Communications 

o Communication of company performance & development strategy with 
shareholders 
Annua.1 report preparation and distribution 

(I Brand Management 
e Advertising Campaigns 
e Event Management 

12:OOam Lunch 

1:30 p.m. Questions & Answer Session 

3:00 p.m. Program evaluation 

Exchange Visit evaluation 
Deliverables 
Improvements as a result of Partnership activities 

o Future Activities 

4:30 p.m. Adjourn 

Saturdav, March 27,1999 

1:45 p.m. Late check out from hotel 

2:00 p.m. Pick-up at hotel and travel to airport 

3:25 p.m. Depart Lexington on Delta Flight #627 to Atlanta, GA 

4:44 p.m. Amve Atlanta 

5:45 p.m. Depart Atlanta on Delta Flight #20 to Frankfurt 
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United States Energy Association 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

PP&L, Tnc. / Centrenergo 

Fossil Fuel Procurement 
Executive Exchange Visit 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCUTION 

Location: Allentown, PA 
Dates: March 18-31,2000 

Participants 
Salymon Mykhaylo, Deputy Director 
Mykhola Dikhtyar, Deputy Director om Genesall Issues 
Petro Kravets, Head of the Fuel Supply Department 
Anatoliy Vodolazhskyy, Deputy Head of the Fuel Supply Department 
Qleksandr Dolgvy, Deputy Head of Commercial Department 
AIla Kachurovska, Head of Legal Department 
Halyna Avramenko, Interpreter 
Veronica Rnzuvaeva, Interpreter 



PP&L, Inc. / Centrenerpo Executive Exchanne Visit 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Inc. and the European Rank for R.econstnrction & Development 
(EBKI9j entered into a contract for a twinning project between PPdzL, Inc. And Cenrrenergu. orlz 
oCtlit: la~gevi clzcirii. generating coinpanies iri U'nraiiie. TI15 'U'. S.  Ellei-gy Assoc=iai;rjil (USKX), 
through its Energy Industry Partnership Program (EIPP) with the U.S. Agency for International 
Development, will supplement this contract by providing knding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management and fuel market 
operations (procurements). 

This exchange visit will be the sixth activity under the twinning project. A two week seminar on 
Fossil Fuel Procurement issues was conducted in Ukraine, in September for senior representatives. 
of Centrenergo. A delegation of these representatives will travel to the U.S. to continue the 
discussions initiated during the seminar. The discussions will be in greater detail and the visit will 
provide an opportunity to see first-hand how PP&L, inc. practices its fuel procurement functions. 

Topics to be discussed during the ten day program include the organization of PP&L, Inc.'s kel  
procurement departments including the positions and responsibilities; the identification, 
classification, and qualifications of fuel suppliers; types of contracts; the solicitation process; the 
evaluation process; pricing; the delivery process and the determination of the quality of the fuel. 
In addition, there will be several site visits including trips to coal and gas power plants; oillgas 
pipelines; oil refineries; and the New York Mercantile Exchange. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To provide an opportunity for Centrenergo commercial representatives to see first-hand 
how PP&L, Inc. operates its fuel procurement departments. 
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2) To examine in detail PP&L, Inc.'s procedures for developing, analyzing and implementing 
fuel procurement contracts 

3) To continue discussions initiated during the Fossil Fuel Procurement Seminar conducted 
September 26-October 1, 1999 at Centrenergo. 

4) To determine future activities and deliverables. 

Program: 

The program will include meetings and site visits with PP&L, Inc, in their Allentown, PA 
headquarters. Site visits will also be scheduled with the Interstate Energy Company to discuss oil 
pipeline operations; the Marcus Hook oil receiving facilities to discuss off-loading, storage. and 
blending of oil and the pumping equipment that is utilized; the New York Mercantile Exchange; as 
well as several of PP&L's largest power plants. 
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a 
Saturdav, March IS, 2000 

7:50 am Depart Kyiv on Ukraine International flight #40 1 for FrankfUrt. 

9:30 am Arrive Frankfurt. @ 

1:20 pm Depart Frankfbrt on United Flight #35 15 for Newark 

4:05 pm Arrive Newark Met at gate by Jerry Trexler (from PP&L, Inc.) Travel to 
Allentown Hilton Hotel - Approximately a 1 hour drive. 

6:00 pm Check into Allentown Hilton Hotel 

Hilton Hotel 
904 Hamilton Mall Road 
Allentown, PA 18 10 1 
Tel: 6 10-433-222 1 

Sundav, March 19,2000 
a 

Full Day Opportunity to get acclimated to Allentown, PA area. Site visit with PP&L, Inc. 
representatives - to be determined. 

Mondav, March 20,2000 

9:00 am Meeting with representative from United States Energy Association. a 

e Overview of USEA and WEC 
Energy Industry Partnership Program (EIPP) 
Role in Centrenergo / PP&L, Inc. EBRD Twinning program 

Review of Document 

Distribution of Per Diem Allowance 
Signing of tax forms 
Program evaluation forms 
Objectives 
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10:OO am Overview of PP&L, Inc. 

Overview of the company - Vision, mission and strategy 
Organizational structure 
Service territory 
Customers groups 
Generation, transmission and distribution 
History 
Board of Directors 
Shareholders 

1 1 : O O  am Break 

I 1. I5 am Overview of agenda. Discussion of possible additions, sub~ractions and 
changes to proposed schedule. 

12:00 pm Lunch 

1:00 pm Orientation to PP&L, Inc.'s Power Production and Fossil Fuels Division, 
with an emphasis on generation and fuel mix. 

Position responsibilities 
a Delegation of authority 
a Management Control 

Time-line emphasizing the changes since the 1970's and today's current 
strategies 

3:00 p.m. Overview of PP&L, Inc.'s oil/gas pipeline operations 

Where do they get their oil/gas? 
What are the steps in the process? 
What do they do with the oil once they get it? 

5:00 pm Adjourn 

Tuesdav, March 21,2000 

8:30 am Depart Hilton hotel for Interstate Energy Company 
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9:30 am Meeting with Interstate Energy Company to discuss oil/gas pipeline 
operations and to tour the facility. 

12:OO pm Lunch 

1:30 pm Travel to Marcus Hook oil receiving facilities 

2:00 pm Tour of the facilities 

Viewing of off-loading, storage, blending and pumping equipment 

5:00 pm Return to hotel. 

Wednesdav, March 22,2000 

9:00 am General overview of contracting process 

Types of contracts 
Solicitations 
Evaluation 
Term contract negotiations 

10:30 am Break 

10:45 am Solicitations 

Purchase agreement (spot) solicitations 
Term contract solicitations 
Term contract solicitation handling 
Further handling 

12:OO pm Lunch 

1 :30 pm Evaluation 

Evaluation of spot bids 
Responses to bid solicitation 
Convert $/ton to centslmmbtu 
Add transportation cost 
Add sulphur adjustment 
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a Add Nox adjustment 
a Total adjusted cost 
a Present value calculations 
a Present value table 

Calculate present value of adjusted costs 

3:00 pm Break 

3:15 pm Overview of ?P&L, Inc.'s non-fuel procurement procedures 

a Acquisition of material, tools & services 
a Storage of material & tools 
a Job order filling 

Delivery services 
a Tools services 
a Various contract provisions 

5:00 pm Adjourn 

Thursday, March 23,2000 

8:30 am Depart Hilton hotel for a full day of site visits to the following facilities 

Martin's Creek oil/gas/coal fired Power Plant 
Tank Farm at termination of Interstate Energy Corporation pipeline 

0 Proposed site of hture Mount Bethel gas-fired power plant 

4:00 pm Return to Hilton hotel 

Friday, March 24,2000 

9:00 am Tour of PP&L's Energy Marketing Center 

10:30 am Break 

10:45 am Fuel Strategy Development 

* Determining the optimum he1 mix 
Different he1 strategies 
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Detailed fie1 strategy examples currently in use. 

12: 00 pm Lunch 

1:30 pm Fuel Strategy Development (Continued) 

3:00 pm Break 

3:15 pm Review of week's discussions 1 next week's planned discussions 

4:30 pm Adjourn 

Saturday,IWarch ZS,aP_9 

Free day. 

Sunday, March 26,2000 

Free day. 

Monday, March 27,2000 

9:00 am Depart Hilton hotel for site visit to Montour Power Plant ( baseload coal fire 
power plant) 

1 1 :00 am Full day tour of Montour Power Plant with a focus on the fuel operations 

3:00 pm Depart plant 

5:00 pm Arrive Hilton Hotel 

Tuesday, March 28,2000 

9:00 am Meeting with representative from the U.S. Department of Energy - Energy Policy 
Department 

Overview of the U. S. energy policy 
a Overview of the U. S. energy policy with regard to the electricity industry 

Future plans and the effect on the industry 

10:30 am Break 
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10:45 am Meeting with representative from the U.S. Department of Energy - Energy Policy 
Department (Continued) 

12:OO pm Lunch 

1:30 pm PP&L, Inc.'s environmental activities 

Overview of environmental department 
* Roles & Responsibilities of key personnel 

Federal requirements 
State Requirements 

3:00 pm PP&L, Incm9s environmental activities 

Methods of Compliance 
Public perception and company image 
Costs 

5:00 pm Adjourn 

Wednesday, March 29,2000 

8:30 am Depart Hilton hotel for Sun Co. Oil refinery 

10:30 am General tour of facilities 

1 1.30 am Overview of operations 

@ Roles & responsibilities of key personnel 
* How the refinery works with different power plants and utilities 

12:OO Lunch 

1:00 pm Travel to PJM Interconnection (Tentative) 

2:00 pm Site visit of PJM Interconnection (Tentative) 

Overview of operations 
Electricity competition in the U.S. 

6:00 pm Return to Hilton Hotel 
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Thursdav, March 30,2000 

7:30 am Check out of hotel 

7:45 am Depart hotel for New York City 

9:30 am Tour of New York Mercantile Exchange 

Overview of operations 

12:OO pm Lunch 

1:30 pm Depart for Newark Airport 

2:30 pm Arrive Newark Airport - check in for flights to Ukraine 

4:45 pm Depart on United flight #35 14 to Frankhrt. 

Saturday, April 1,2000 

7:20 am Arrive Frankfurt. 

1 1 : 10 am Depart Frankfirt on Ukraine International Flight #402 for Kyiv, Ukraine 

2:45 pm Arrive KyivE3orispol Airport. 

10 
- 
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United States Energy Association 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PWOGWM 

PP&L, Inc. I Centrenergo 
Environmental, Health & Safety Seminar 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Zmieskya Power Plant, near Kharkiv, Ukraine 
Dates: April 1-April 15,2000 

Participants 

1. Patrick Renshaw, Sr. Engineer, Regulatory Compliance, PP&L, Inc. 
2. Paul Barilla, Manager, Environmental Compliance, PP&L, Inc. 
3. John Drabic, Manager, Safety Operations, PP&L, Inc. 



PP& L, Inc. / Centrenerpo Environment, Sa few & Health Seminar 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Inc. and the European Bank for Reconstruction & Development 
(EBRD) entered into a contract tor a twinning project between PP&L, Inc. And Centrenergo, one 
of the largest electric generating companies in Ukraine. The U.S. Energy Association (USEA), 
through its Energy Industry Partnership Program (EIPP) with the U.S. Agency for International 
Development, will supplement this contract by providing finding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management and he1 market 
operations (procurement). 

This activity will consist of discussions on two major topics: environmental compliance and safety 
and health practices. Environmental compliance discussions will focus on the role of the federal, 
state and local government regulatory agencies involved in the environment; the policies and laws 
imposed by these agencies including the clean' Air Act, the Resource Conservation & Recovery 
Act; laws on air quality control; solid waste management; oil pollution etc. In addition, PP&L, 
Inc. will address how they comply with these policies. 

Safety and Health discussions will focus on the role of the Occupational Safety & Health 
Administration (OSHA); its rules and policies; and how a U.S. electric utility complies with these 
policies; the state and local government regulatory agency policies on safety & health and how a 
U. S. utility complies with them. In addition PP&L, Inc. will discuss the corporate.safety and 
health programs they implement including training programs, job safety analysis, accident 
investigation , hazard recognition and self inspection. 
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OBJECTIVES 

The objectives of this visit are as follows: 

1) To learn about the U.S. Federal, State and local government environmental regulatory 
agencies and policies and how a U.S. electric utility complies with all of the environmental 
regulations. 

2 )  To learn about the U.S. Federal, State and local government safety and health agencies 
and policies and how a U.S. electric utility complies with these policies. 

3 )  To continue the development of a workplan of activities for the remainder of the twinning 
project 

Program: 

The program will consist of daily discussions at the Zmieskya thermal power plant of 
Centrenergo, located approximately 40 miles outside of Kharkiv, on the topics of environmental 
regulation and compliance and safety & health regulation and compliance. 
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Friday, March 31, 2000 

4:45 pm Patrick Renshaw and John Drabic Depart Newark Airport on United flight #35 14 
to Frankhrt 

Saturday, April 1, 1999 

7:20 am Arrive Frankhrt . 

1 1 : 10 am Depart Frankfirt on Ukraine International flight #402 for Kyiv. 

2:45 pm Arrive Kyiv Borispol Airport Greeted at gate by Tatiana Iourina (interpreter) and 
escorted to RIJS Hotel 0 

CPrzck-ill at llre Wus licitel 
Address: 4 Gospitalnaya Street 
Kyiv, Ukraine 252023 
Phone: 0 1 1-3 8-044-220-42-5 5 

Sunday, April 2,2000 

Free day (no domestic flights from Kyiv to Kharkiv are available.) 

Monday, April 3,2000 

Early a.m. Flight from Kyiv to Kharkiv (exact flight time to be determined because the new 
Spring flight schedule is not yet available) 

12:OO pm Lunch at Zmieskya Thermal Power Plant @ 

1:30 pm Overview of federal and state safety regulatory agencies 

OSHA 
Requirements of the State of Pennsylvania 

3:00 pm Break 

3:15 pm PP&L, Inc. Corporate safety programs & policies 

Training programs 
Performance Measures 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenerpo Environment, Safe@ & Health Seminar 
Tuesdav, A~r i l4 .2000  

9:00 am What is VPP 

Benefits of PP&L, Inc.'s participation in this program 
Components of VPP 

10:30 am Break 

10:45 am PP&L, Inc. Training Programs 

Confined Space 
* Contractor Safety 

Energy Controi 

1200 pm Lunch 

1 :30 pm Job Safety Analysis 

What we do! 
How to do a job safety analysis 
Written report 
Follow-up 

3:00 pm Break 

3:15 pm Accident Investigation 

What do we do! 
How to do an inspection 
Written Report 

* Follow-up 

5:00 prn Adjourn 

Wednesdav, A~r i l5 .2000  

9:00 am Self Inspections 

What do we do! 
How to do an inspection 
Written Report 
Follow-up 
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10:30am Break 

10:45 am Self Inspections (Continued) 

12:OO pm Lunch 

1:30 pm Hazard Recognition 

What do we do! 
How to do an inspection 
Written Report 

* Follow-up 

3:00 prn Break 

3:15 pm Question and Answer Session on safety issues 

5:00 pm Adjourn 

Thursday, April 6,2000 

9:00 am Environmental Protection Agency 

a Overview of EPA 
Jurisdiction of EPA 
History of EPA 

10:30 am Break 

10:45 am Key EPA Regulations 

Clean Air Act 
a Clean Water Act 

Waste Regulations 
RCRA 
CERCLA 
SuperfUnd 
TSC A 

2:00 pm Lunch 

1:30 pm DEP - State 

a Air Quality 
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0 Water Quality 
o Solid Waste Management 
o Storage Tanks 

Natural Resource Management 

3:00 pm Break 

3:15 prn Clean Water Act 

National Pollution Discharge Monitoring Program (NPDES) 
o Storm water Management 

Pollution Prevention and Control 
e Oil Pollution Act 
a Spill Prevention and Counter-measures 

5:00 pm Adjourn 

Friday, April 7, 2000 

9:OO am Clean Air Act 

a Title V Permit Program 
SO2 Allowance Program 
Continuous Emission Monitoring 

10:30 am Break 

10:45 am Clean Air Act (Continued) 

Relative 
Accuracy Tests 
Reporting Requirements 

12:OOpm Lunch 

1 :00 pm Clean Air Act (Continued) 

State Operating Permit Program 
Ozone Season 

0 NOx Trading Program 
0 Opacity - Visible Emissions Monitoring 

Testing & Audit Programs 
o Inspections 
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a Hazardous Air Pollutants 
Toxic Release Inventory Reporting 
Global Warming 

3:30 pm Break 

3:45 pm Question session and review of topics covered during the week. 

5:00 pm Adjourn 

Snturdav, April 8,2000 

No scheduled activities. 

Sunday. April 9,2000 

No scheduled activities. 

Monday, April 10,2000 

9:00 am Solid Waste Management 

* Permit Program 
Ash Handling Programs at PP&L 

a RCRA 

10:30am Break 

10:45 am Solid Waste Management (continued) 

Waste Disposal 
Manifest Record & Reporting 
Handling & Shipping Requirements 

12:00 pm Lunch 

1:30 pm Solid Waste Management (continued) 

Training Requirements 
Ground Water Monitoring Programs 

3:00 pm Break 

3:15 pm Solid Waste Management (continued) 
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5:00 pm Adjourn 

Tuesday, A ~ r i l  11, 2000 

9:00 am Environmental Management Practices 

a Performance Measures 
Process Improvement 

a Process Team 
a Process Maps 

Goal Setting 

10.30 am Break 

10:45 am Environmental Management Practices (Continued 

8 PP&L Principles and Values 
8 CERES Principles 

PP&L Management Commitment 
e Vision & Value at PP&L 

12:OO pm Lunch 

1:30 pm Environmental Management Practices 

a IS0  14000 
a PP&L Environment Management System 

3:00 pm Break 

3:15 pm Q&A on Environmental Management Practices 

5:00 pm Adjourn 

Wednesdav, April 12,2000 

9:00 am Introduction to Environmental Technologies 

Air Quality Improvement Technologies 
a Stack Gases 
a Particulate Matter Controls 
a Hazardous Air Pollutants 

-- 
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10:30 Break 

10:45 am Introduction to Environmental Technologies (continued) 

12:OO pm Lunch 

1:30 pm In-Furnace Controls for NOx 

Combustion Control 
Burner Technology 
Fuel 

3:I5 pm Break 

3:30 pm In-Furnace Controls for Nox (continued) 

5:00 pm Adjourn 

Thursday, April 13,2000 

9:00 am Post-Combustion Control Equipment 

Scrubbers 
SCR 
SNCR 
Other Alternatives 

10:30 am Break 

10:45 am Post-Combustion Control Equipment (continued) 

12:OO pm Lunch 

1:30 pm Combined Cycle Gas Turbines e 

Technology 
Theory 
Operations 

3:00 pm Break 

3:15  pm Combined Cycle Gas Turbines (continued) 

5:00 pm Adjourn 
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Friday, A ~ r i l  14, 2000 

9:00 am Global Climate Change 

Kyoto Agreement 
C02 Reduction Methods 
Trading Program 

10:30 Break 

10:45 am Combustion Waste Utilization 

Ash Disposal 
Pyrite 
Fly Ash 
Landfill Methods 
Sales 
Concrete 
Anti-Skid 

12:OO pm Lunch 

1:30 pm Combustion Waste Utilization (continued) 

3:30 pm Break 

Stable-fill 
Mine Reclamation 
Remediation Projects 
Construction Projects 
Athletic Fields 
Industry 
Other Commercial Projects 
Roads 

3:45 pm Question session and evaluation 

5:00 pm Adjourn 

Note: Patrick Renshaw and Paul Barilla depart by plane for Kyiv at the conclusion of the 
seminar 

Saturday, A ~ r i l  15,2000 

7:20 am Depart Kyiv on Ukraine International Flight # 101 to Amsterdam 
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9:15 am Arrive Amsterdam 

11  :30 am Depart Amsterdam for Newark, NJ on Northwest flight # 57 

1:50 pm Arrive Newark Airport 
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United States ~ E i y  Association 

DRAFT 
April 12,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRGM 

* * * * * *  

U.S. BOWER MARmTS, BItLAIFEWH, CONTMCTS & 
PUBLIC RELATIONS 

I EXECUTIVE EXCHANGE VISIT 

Sponsored by 

U.S. AGENCY FOR INTERI\JATI[ONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

April 20-30,2000 
Fergus Falls, MN & Minneapolis, MN & Washington, D.C. 

Participants 

Yevgen Khymchenko, Head of Power Marketing and Oversight Service, Crimenergo 
Yevgen Shchapin, Assistant to the General Director, Crirnenergo 

Lidija Ljashko, Deputy Head of Power Market Relations and Marketing Department, Crimenergo 
Olexiy Androshcl~uk, Deputy Chairman of the Board, Lvivoblenergo 

Halyna Yeliseyenko, Chief of Corporate Communications, Lvivoblenergo 
Olexandr Buben, Deputy Chair~nan of the Board. Prykarpatyaoblenergo 

Yelena Golbin, Deputy Program Manager, Energy Industry Partnership Program, USEA 
Janja Lupse, Program Coordinator, Energy Industry Partnership Program, USEA 

OTTER TAIL BQWER/CRIMENERGQ/LVIVOBLENERGO 
PARTNERSHIP 



Orter Tail Power/Crimenergo/Lvivobk,rergo --U.S. Power ,tfarkets, Bilnteral Contracts & Public Relntions Executive Excirat~pe L bir 

BACKGROUND - CRIMENERGO 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to 
determine the scope of U.S. Government assistance effort in the energy sector of the Newly 
Independent States (NIS) of the former Soviet Union. To administer this task, USEA and USAID 
jointly developed Energy Industry Partnership Program (EIPP) for the MS.  The objective of the 
EIPP is to establish long-term cooperative relationships between U.S. and NIS energy enterprises 
that provide a mechanism for the U.S. energy industry to transfer its experience in market-based 
energy production, transmission, and distribution to its counterparts in the NIS. Presently, the 
EIPP has established fifteen U.S./NIS industry partnerships in seven of the eleven NIS republics 

On October 26, 1995, Crimenergw and Otter Tail Power Company concluded an Executive 
Exchange Visit in Simfei-opal by signing a Cooperative Agreement and by develcping z work plan 
for fiscal year 1996. Since that time, number of activities were organized under t h s  partnership, 
including the executive exchange visits, seminars, energy efficiency tours, and internship 
programs. The major topics for those activities were utility management, utility financing, 
metering, billing, and collections, accounting, customer service, human resources, and information 
systems. 

This upcoming activity is a follow-up to the previous visit in January and it will entail of a 
continuation of discussions on U.S. power markets, bilateral contracts, and public relations. 
In January, Crimenergo visited Otter Tail Power to discuss U.S. energy deregulation, power pool 
markets, and how Otter Tail Power deals with the current changes and challenges. 

Crimenergo is particularly interested in bilateral contracts and how they work in the U.S. as the 
company is planning to set up bilateral contracts between Crimenergo and selected generating 
companies in the near fbture. In addition, the delegation will be able to meet with Mid-continent 
Area Power Pool and Public Service Commission of Minnesota to discuss its organizational 
structure, role in the power pool market, and the relationship with Otter Tail Power. 

This visit will also incorporate discussions on Otter Tail Power's marketing plans to increase the 
number of customers, as well as, the roles and responsibilities of its public relations (PR) 
department. Crimenergo plans to create a Public Relations department in the near fbture, 
therefore they have requested an opportunity to study operations of the OTP's PR department 
during the upcoming activity. 

The need for a public relations department goes hand in hand with Crimenergo's positioning in the 
upcoming competitive energy sector in Ukraine. Crimenergo needs to establish a well-defined 
public relations department in order to attract potential investors. This department will be 
responsible for distributing the information on the company's future plans, current changes and 
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challenges to the public. 

BACKGROUND - LVTVOBLENERGO 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U.S. Government assistance effort in the energy sector of the Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U.S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the NIS. Presently, the EIPP has establish fifteen 
Il.S./NTS industry partnerships in seven of the eleven NIS republics. 

Gail July 22, 1996 Lvivoblcnerga a d  C::C~ Titi! ? m c r  Cornpa~y c~n~!u ; led  an Executi-,re E?;cSar,ge 
Visit in Lviv by signing a Cooperative Agreement and by developing a work plan for fiscal year 1999. 

Lvivoblenergo was privatized recently. The company managers need to learn about U.S. power 
market structure, kndamentals of bulk power purchase agreements, bilateral contracts, settlement 
process, and the relationships between the utilities and the power pool entities. 

This upcoming activity is a follow-up to the previous visit in January and it will entail of a 
continuation of discussions on U.S. power markets, bilateral contracts, and public relations. In 
January, Lvivoblenergo visited Otter Tail Power to discuss U.S. energy deregulation, power pool 
markets, and how Otter Tail Power deals with the current changes and challenges. , 

Lvivoblenergo is particularly interested in bilateral contracts and how they work in the U.S. as the 
company is planning to set up bilateral contracts between Lvivoblenergo and selected generating 
companies in the near kture. In addition, the delegation will be able to meet with Mid-continent Area 
Power Pool and Public Service Commission of Minnesota to discuss its organizational structure, role 
in the power pool market, and the relationship with Otter Tail Power. 

This visit will also incorporate discussions on Otter Tail Power's marketing plans to increase the 
number of customers, as well as, the roles and responsibilities of its public relations department. 
Lvivoblenergo already has a public relations department in place but would like to compare the two 
PR departments and learn in greater detail about Otter Tail Power public relations department's 
structure, mission, staff responsibilities, and other related issues. 

The need for a public relations department goes hand in hand with Lvivoblenergo's positioning in the 
upcoming competitive energy sector in Ukraine. Lvivoblenergo needs to have in place a well-defined 
public relations department in order to attract potential investors. The PR department will be 
responsible for distributing the information on the company's future plans, current changes and 
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challenges to the public. This visit will enable Lvivoblenergo to identify possible needs for 
improvements in their already existing PR department. 

OBJECTIVES 

The objectives of this Exchange Visit are as follows: 

1. To learn in greater detail about the U.S. power market structure, fundamentals of 
wholesale (bulk) marketing, and bilateral contracts. 

2. To get familiar with structure and responsibilities of Mid-Continent Area Power Pool 
(MAPP) and Minnesota Public Utility Commission. 

3 .  To learn about Otter Tail Power's Public Relations Department. 

4. To identify items which can be implemented by Crimenergo and Lvivoblenergo in 
their operations. 

THE PROGRAM 

The program of this activity will include: an orientation meeting at U.S. Energy Association covering 
an overview of the partnership program and objectives of this exchange visit; a meeting with the 
Embassy of Ukraine to discuss new U.S.-Ukraine initiatives; a series of meetings, discussions, and 
presentations at Otter Tail Power Company on subjects of U.S. power markets, fundamentals ofbulk 
power purchase agreements, bilateral contracts and public relations. The delegation will also meet 
with Mid-Continent Area Power Pool (MAPP) and Minnesota Public Utility Commission in 
Minneapolis. 
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Otter Tnil Pow~er/CrimenerpoLvivoble~~ergo --U.S. Power ,2larkets. Bilaternl Conhncrs & h t b k  Relations Executive Exclratzge )%it 

Agenda 
U.S. Power Markets, Bilateral Contracts & Public Relations 

Executive Exchange Visit 

Thursday, April 20,2000 

8:30 a.m. Depart from Kiev to Frankfurt, Ukraine Int., Flight # 40 1 

10:05 a.m. Arrive in Frankhrt 

12:35 p.m. Depart from Frankfirrt to Washington. D.C.. United, Flight # 917 

3: 15 p.m. Arrive in WashingtordDulles 
Transportation: RMA 
Phone: 30 1-23 1-655511-800-878-7743 
Conf. # : 0345E 

5:00 p.m. Check in at the Club Quarters Hotel 
Contact: M e l i s s a  

Phone: 202-463-6400 
Address: 839 17th Street, N.W. 

Washington, D.C. 20006 

Fridav, April21, 2000 

9:00 a.m. Orientation Program - Janja Lupse, Program C o o r d i n a t o r ,  USEA 
* Energy Industry Partnership Program 
9 Partnership Activities and Objectives 
a Agenda, topics, and deliverables 

9:30 p.m. Review of Documents - Janja Lupse, Program Coordinator, USEA 
* Visitors' Information 

AED Insurance 
a Distribution of Per Diem Allowance 
a Signing of Tax Fom~s - Participants 

10:OO a.m. Meeting with USAID 
a Privatization in Ukraine 
a Current Visit Objectives 

1 1 :00 a.m. LvivoblenergolCrimenergo Presentations 
* Current Status on Collections/Payments 
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Otter Tail Pow*er/Crimetter~o/Lvivoblertergo -U.S. Power Markets. Bilateral Cotrtraas & Prrblic Relatiotrs Execrrtive Excltatt~e 1,i.v~ 

Interaction with Energorynok 
Transit Accounts 
Current Issues at Lvivoblenergo1Crimenergo 

12:OO p.m. Lunch 

1:15 p.m. Visit the Bank 

2:00 p.m. Leave for the Ukrainian Embassy 
Transportation: RMA 
Phone: 30 1-23 1-655511-800-878-7743 
Conf. # : 3AA5 

2 3 0  p.m. Meeting at the Ukrainian Embassy 
a New U. S .-Ukraine Initiatives 
a Puri~osc oftl~c Crintcncrgo & L~\ci;.ob!ene:g:, \/isit to Otter Tail 8: Visit's nb;,;lectirrs 

3:00 p.m. Adjourn 

Saturdav, April 22,2000 

FREE DAY 

Sundav, April 23,2000 

12:OO p.m. Transportation to NationalReagan Airport 
Transportation: RMA 
Phone: 301-23 1-655511 -800-878-7743 
Conf. # : 03460 

2: 10 p.m. Depart from Nationalmeagan to Minneapolis, MN, Northwest, Flight # 1765 

3:55 p.m. Arrive in Minneapolis, MN & Drive to Fergus Falls 
Transportation: Boston Coach 
Phone: 1-800-672-7676 
Conf. # : 04239561 

8:00 p.m. Check-in at Best Western 
Address: 1-94 &Hwy210 W. 
Contact: Michelle 
Phone: 218-739-221 111-800-528-1234 
Fax: : 2 18-736-2533 
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Otter Toil PowerKrimenerpo/Lsivobler~ergu -U.S. Power ,2Iarkets. Bilateral Cotmods & Pl~blic Relariorzs Execttdve Exclrange 1 &if 

Monday, April 24,2000 

9:00 a.m. Welcome at Otter Tail Power (at officer staff meeting) 

9: 15 a.m. LvivoblenergoICrimenergo Presentations 
* Company Overview 

Interaction with Energorynok 
Public Relations Department 
Current Issues at Lvivoblenergo/Crimenergo 

10:45 a.m. Break 

i I :00 a.m. Otter Tail Power Presentation 
Company Overview 

a Services Area 
@ Current Status of Deregulation in the U.S. 
e Effects of Deregulation on Otter Tail Power 
* Relationship with Mid-continent Area Power Pool (MAPP) 
@ Interaction with Regulatory Authorities 

12:00 p.m. Lunch 

1:15 p.m. Wholesale (Bulk) Marketing 
FERC Policies 
Short-term Forecasting 
Longer-term Forecasting 
Wholesale and Retail Load Sales 

e Power Purchase Agreements 
Types of Contracts 

2:45 p.m. Break 

3:00 p.m. Wholesale (Bulk) Marketing - Continued 
@ Bilateral Contracts (Pros/Cons) 

Competitors 
Pricing - Peak Load Pricing 
Seasonality and Price Variability 

* Risk Management 

4:30 p.m. Adjourn 

6:00 p.m. Dinner with Otter Tail Power 
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Offer Tail Power/Crimertmgo/Lvivoblenergo --U.S. Power ,2farkets. Bilateral Cofth~ncts & Public Relations Executive Exchange I kiI 

Tuesdav, April 25, 2000 

9:00 a.m. Tariffs Overview 
Calculation of Competitive Tariffs & Methodology 
Otter Tail Power Company Coordination Sales Tariff (CST- 1) 
Otter Tail Power Company Coordination Sales Tariff N0.2  (OTP.2) 
Other Local Tariffs 

10:30 a.m. Break 

10:45 a.m. Tariffs Overview - Continued 
Mid-Continent Area Power Pool (MAPP) Tariff Structure 
Relationship with MAPP 

12:OO p.m. Lunch 

1: 15 p.m. Bilateral Contracts 
Relationship with Large Customers 
Review of Contracts with Large Customers 
How does Otter Tail Define when to SelVBuy Power for their Large Customers? 

e Presentation of Otter Tail's Daily Power Trading Spreadsheet and its Functions 

3:00 p.m. Bilateral Contracts - Continued 
@ Presentation of MAPP's OASIS System 

Pool Sales vs. Bilateral Contracts - Is there more future in bilateral contracts or 
pool sales? 

4:30 p.m. Adjourn 

Wednesdav, April 26.2000 

9:00 a.m. Otter Tail Power Marketing Plans 
Challenges at Otter Tail Power 
Plans on How to Increase Sales 

10: 15 Break 

10:30 a.m. Otter Tail Power Marketing Plans - Continued 
How to Develop Presence on the Internet at E-Commerce 

12:OO p.m. Lunch 

1:00 p.m. Public Relations: Staff Introduction (2-3 minutes overview of duties of each of the staff 
members of the PR Department) 

1: 15 p.m. Public Relations: Overview of Public Relations - Lee Krogh, Former Director. OTP 
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Otter Tail Power/Crimenergo/L~.ivobIe,tergo -U.S. Power .llarkets, Bilateral Cotttracts & Public Relatiorts Executive Exchange l itiI 

Corporate Communications. Retrred 

What is it and isn't 
Importance 
General Principles 
What it's Intended to Achieve 
Desirable Qualities of PR Staff 
Who the Audiences are 
Means of Reaching Audiences (and specific merits of each) 
Need for Honesty 
Employees as most Important Factor in Creating good Public Relations 

2:30 p.m. Question & Answer Session 

245  p.m. Break 

3:00 p.m. Public Relations: Communicating with Employees and Press - Tom Hintgen, 
Administrator, OTP Company Publrcations &Phyllis Rossow, Coordinator, Advertrsingand 
Depcrrtmental Administration 
* What Employees should know and Why they should usually be the first Audience 

Informed 
Samples of ~i '-l i te and Communicator 
The Press Release 
- Format 
- Pyramid Style 
- Importance of Photos 
- Need for it to Contain News 
- Importance on one-to-one Relationships 

3:45 p.m. Question and Answer Session 

4:00 p.m. Public Relations: Crisis Communications -Lee Krogh, Former Director, OTP Corporate 
Communications, Retrred 
a Use Ice-Storm Case History and our Crises Communication Plan as Sources 

4:45 p.m. Question and Answer Session 

5:00 p.m. Adjourn 

Thursday, A~r i l27 .2000  

9:00 a.m. Public Relations: Communicating with Customers - Cindy Kuismi, Coordinator OTP 
Public Relations 
a Customer Connection 

- Purpose 
- Content 
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Oner TRil Pow~er/Crinrenergo/Lvivobletrergo -U.S. Power .bInrkets, Bilateral Contracts d hrblis Relatwtrs Executive Excitntrge I bii 

- Samples 
- Philosophy 
- Success 
Journal Inserts 
Other Special Customer-Oriented Publications 
Internet 
- Show Home Page and Several Other Pages 
- Explain Importance 

10:OO a.m. Question and Answer Session 

10: 15 a.m. Break 

10.30 a.m. Public Relations: Advertising - Lee Krogh, Former Director, OTP Corporate 
Communications, Retired 

Principles 
Various Types of Advertisements 
- Radio 
- Television 
- Newspaper 
- Bill Inserts 
- Brochures 
- Pamphlets 
- Lobby Signs 
Samples of Each and its Appropriate Use 
Need to Target Audience 
Appeal to Specific Needs of Each (Maslow's "Hierarchy of Needs" here) 
Usefulness of Overall Theme 

11:45 a.m. Question and Answer Session 

12:OO p.m. Lunch 

1 :00 p.m. Public Relations: Annual Report - Cris Anderson, Manager, OTP Corporate 
Communications & Phyllis Rossow, Coordinator, Advertising and Departmental 
Administration 

Purpose and Key Audience 
Theme Selection 
Planning 
Essential Contents 
Style 
Design 
Photography 
Proofing 
Editing 
Preparation for Printing 

- 
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Over Tail Pon~er/Crimerrergo/Lvivoble~~ergo --LI.S. Power '2farkets. Bilateral Cofrh.acts & Public Relatiorns Execrctive Excl1arnxe I k ~ t  

2 2 0  p.m. Question and Answer Session 

2:45 p.m. Break 

3:00 p.m. Meeting with Doug Kjellerup. Vice President, Marketing and Development and COO, 
Energy Delivery, Otter Tail Power 

Program Evaluation 
Lessons Learned 

* Future Activities 
8 Identification of Milestones and Deliverables 

Friday, A ~ r i l  28, 2000 

7:00 a.m. Depart to Minneapolis 

Meeting with Mid-continent Area Power Pool (MAPIP) 
e Operations Review 
e Relations with Utilities 
e Economic Dispatch Versus Merit Bid 

Congestion Management 

Break 

Meeting with Mid-continent Area Power Pool (MAPP) (Continued) 
a Ancillary Services 
a Load Management 

Billing Procedures 
Dispatcher Training 

Lunch 

Meeting with Minnesota Public Utility Commission (PUC) 
8 Overview of PUC 

- PUC's Organization 
- Commissioner AppointmentJTerms 
- Responsibilities of Staff and Commissioners 
- Departmental Functions and Responsibilities 
- Legal Structure and Authority 
- Overview of U.S. Power Sector 

Break 

Meeting with Minnesota Public Utility Commission (PUC) (Continued) 
e U.S. Power Markets, Electric Restructuring & Competition 

- Gencos 
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Otter Toil Pon~er/Crimet~ergo/Lvivoblet~er~o -US. Power .bfarkets, Bilateral CotaIrocts & Public Relations Execrrtive Exclratrge lisu 

- ISO's and Transcos 
- Market Power and anti-trust (anti-monopoly) 
- Overview of Minnesota Restructuring 
- Relationship with Otter Tail Power 

4:00 p.m. Adjourn 

4:30 p.m. Check-in at Radisson Inn in St. Paul 
Address: 41 1 Minnesota St., St Paul, MN 55 101 
Phone: 65 1-292- 1900 (reservations only) 
Phone: 65 1-29 1-8800 (guests) 
Fax: 65 1-224-8999165 1-292-8845 

1 1 :00 a.m. Check-out at the Hotel and drive to the Airport 

1:15 p.m. Depart Minneapolis, MN to Washington/Dulles, Northwest, Flight # 622 

4:36 p.m. Arrive in WashingtodDulles 

6:00 p.m. Depart from WashingtodDulles to Amsterdam, Northwest, Flight # 36 

Sundav, A~ril30.2000 

7:45 a.m. Arrive in Amsterdam 

10:25 a.m. Depart from Amsterdam to Kiev/Borispol, Northwest. Flight # 8385 

2:20 p.m. Arrive in Kiev/Borispol 
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United States Energy Association 

DATE OF ISSUE: May 23,2000 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PAWTNERSHW PROGMM 

PP&E, Pnc. / Centrenergs 
Strategic Planning & Business Planning Seminar 

* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Zmieskya Power Plant, near Kharkiv, Ukraine 
Dates: May 12-26,2000 

Participants 

I. Jerry Tsexler, Manager of Compliance Services, BPL Corporation 
2. Joe Mezlo, Director of lntesnational Business Development, PPL Corporation 

1 



PP&L, Inc. / Centrenerao Stratepic Planninn & Business Planninn Seminar 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Inc. and the European Bank for Reconstruction & Development 
(EBEIEj.) entered into a contract for a twinning project between PPbtL, Inc. And Centrenergo, one 
of the largest electric generating companies in Ukraine. The U.S. Energy Association (USEA), 
through its Energy Industry Partnership Program (EIPP) with the U. S. Agency for International 
Development, will supplement this contract by providing &riding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management and &el market - 
operations (procurement). 

This activity will consist of discussions and workshops that focus on business development and . 

strategy. PPL Corporation will discuss how they develop, approve and implement key business 
initiatives in order to compete and thrive in the turbulent U.S. electric utility industry. 
Centrenergo is facing similar uncertainty and instability in the Ukraine energy sector and has 
requested to learn from PP&L Corporation's experience. 

This seminar will consist of overviews and presentations on the basic elements of strategic 
planning including external and internal organizational scanning; identieing opportunities and 
threats; establishing strategic direction and developing vision statements; and evaluating progress. 
These discussions will be complemented with workshops where the Centrenergo participants will 
have the opportunity to create sample strategic plans and business plans and to receive an ongoing 
critique from the PPL Corporation instructors. 

OBJECTIVES 

The objectives of this visit are as follows: 

1 )  To learn the methods of how a U.S. electric utility develops and implements key business 
development strategies. 
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PP&L, Inc. / Centrenerpo Strategic Planning & Business Planning Seminar 

2) To learn about the concept of an overall business plan and how a U.S. electric utility 
develops and implements such a plan. 

3) To discuss how a U.S. electric utility audits the progress of its plans and how it responds 
to unexpected scenarios. 

4) To continue the development of a workplan of activities for the remainder of the twinning 
project 

Program: 

The program will consist of daily discussions at the Zmieskya thermal power plant of 
Centrenergo, located approximately 40 rniies outside of Kharkiv, on the topics of strategic 
planning and business planning. The:? y.:.i!! be several workshop activities where the participants 
will be divided into groups and the groups will be asked to develop strategic plans and business 
plans. Each group will present its plans and the PPL instructors will evaluate and comment. 
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PP&L, Znc. / Centrenerao Stratepic Planninp & Business Plannina Seminar 

Friday, May 12.2000 

5:45 pm Jerome Trexler departs Newark Airport on United flight #3 5 14 to Frankfhrt 

Note: Joseph Mezlo will participate in the second week of the program. 

Saturday, May 13,2000 

7:20 am Arrive Frankhrt. 

10: 10 am Depart Frankhrt on United flight #3824 for Kyiv. 

1.25 pm Arrive Kyiv Borispol Airport. Greeted at gate by Victoria Kosterova 
(Centrenergs) and escorted to Rus Hotel. 

Check-in at the Rus hotel 
Address: 4 Gospitalnaya Street 
Kyiv, Ukraine 252023 
Phone: 0 1 1-3 8-044-220-42-55 

Sunday, May 14,2000 

Travel by van to Zmievskya Power Plant lodging facility (approximately a 4 % hour drive). 

Monday, Mav 15,2000 

9:00 am Introduction and overview of two-week program. 

General overview of the agenda 
Discussion on the workshops 
What will be expected of the participants 

10:30 am Break 

10:45 am General introduction to PPL Corporation 

12:OO pm Lunch at Zmieskya Thermal Power Plant 

1:30 pm Introduction to Applied Strategy 

Definition of strategic planning 
Determining the need for strategic planning 
Discuss the leaders and key players in strategic planning 
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PP&L, Inc. / Centrenerpo Stratepic Planninp & Business Planning - Seminar 

3:00 pm Break 

3.15 pm Introduction to Applied Strategy (Continued) 

Delineate the key elements of a successhl strategic plan 

5:00 pm Adjourn 

Tuesdav, Mav 16,2000 

9:00 am External Scanning (Defining the critical elements) 

a Social scans 
9 Legal scans 
QI Physical scam 
a Economic scans 
o Computer scans 
a Competition scans 

10:30 am Break 

10:45 am External Scanning (Determining the customer value model) 

a Definition of the customer value model 
a What are the key elements? 
a How it works 

12:00 pm Lunch 

1:30 pm Organizational Scanning (internal scanning) 

Describe the history of the organization 
Review the organizational core values 
compare values with other organizations 

3:00 pm Break 

3:15 pm Exercise: 

Task: To determine the organizational core values for Centrenergo 
a Discussion 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenerao Stratepic Plannina h Business Planning Seminar 

Wednesday, May 17,2000 

9:00 am Identifying Opportunities and Threats 

Building the foundation for foresight 
Conceptualize the hture 
Imagine the Market 

10:30 am Break 

10:45 am Identifying Opportunities and Threats (Continued) 

Develop possible hture scenarios 
* Draw rnerrtal ~ ; C ~ U I  I S  of possible htures 
e Discuss ~lti!ify p!?nr.ing ~cenarios 

12:00 pm Lunch 

1.30 pm Identifying Opportunities and Threats (Continued) 

Utilizing Centrenergo as an example 

3:00 pm Break 

3:15 pm Exercise to develop possible future scenarios and possible future strategies 
and plans for Centrenergo. . 

5:00 pm Adjourn 

Thursday, May 18,2000 

9:00 am Establishing a Strategic Direction 

Understanding of creative tension 
Define an organizational vision statement 
Review and Analyze examples of vision statements 

10:30 am Break 

10:45 am Business Strategies: Developing Successful Strategies 

Key business drivers 
IdentiG key performance areas 
Define and develop business strategies 
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PP&L, Inc. / Centrenergo Strntegic PIanninp & Business Planning Seminar 
Evaluate business strategies against future scenarios 

12:OO pm Lunch 

1:30 pm Developing Strategic Objectives 

Define strategic gaps 
a Discuss selection and quantification of strategic objectives 

Review examples of strategic objectives 

3:00 pm Afternoon Workshop on establishing a strategic direction and then 
developing a successful business strategy 

e Break-out sessions - groups will apply morning discussions to Centrenergu 
o G r o ~ p s  will develop a vision statement for Centrenergo 
@ Groups will develop a business strategy for Centrenergo 

5:00 pm Adjourn 

Fridav, Mav 19,2000 

9:00 am Group Presentations 

Presentations by the groups 
a Critique by PP&L and other participants 

10:30 am Break 

10:45 am Continue presentations and critiques 

12:OO pm Lunch 

1:30 pm Developing an action plan to align the organization to the vision and strategy 

a Discuss feedback to the organization about strategic planning 
Discuss the business process view of an organization 
Aligning support processes 

0 Define the need to communicate and train people 

3:00 pm Break 

3:15 pm Question session and review of topics covered during the week. 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenerpo Stratepic PIanninp & Business Plnnninz Seminar 

Saturdav, Mav 20,2000 

No scheduled activities. 

Sunday, May 21,2000 

No scheduled activities. 

Note: Joe Mezlo travels from Kyiv to Zmiyevskaya TPP - near Kharkiv. 

Monday, Mav 22,2000 

9:00 am Developing an action plan to align the organization to the vision and strategy 
(Continued) 

12:00 pm Lunch 

1:30 pm Implementation and Auditing 

Establish an implementation plan 
Determine measurement procedures and define audit results 
Discussion of the Baldridge Criteria 

3:00 pm Break 

3:15 pm Implementation and Auditing (Continued) 

The Continuous Performance Improvement Process 

5:00 pm Adjourn 

Tuesdav, Mav 23,2000 

9:00 am Summary and Review of the Applied Strategic Management Process 

Review the basic elements of the process and ensure that an integrated 
understanding of the process has been achieved 

10:30 am Break 

10:45 am Question and Answer session on the Applied Strategic Management Process 

12:OO pm Lunch 
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PP&L, Inc. / Centrenergo - Strategic Planning & Business Planning Seminar 

1:30 pm The Business Planning Model - The Key Elements 

Executive summary 
e The business environment 

The current outlook 
Three year goals 
Performance indicators 

3:00 pm Break 

3:15 pm The Business Planning Model - The Key Elements (Continued) 

Operating plans 
@ Orgaiiizational developlrien~t 
Q H;inaxia! pla?s 

5:00 pm Adjourn 

Wednesday. May 24,2000 

9:00 am The Basic Business Equation 

A review of the essentials of any business equation to determine income for 
the corporation. 

I0:30 Break 

10:45 am The importance of Business Planning 

Aligning the plan for its overall success 

12:00 pm Lunch 

1 :30 pm Business Planning Model - Details 

Top-down; bottom-up; integration & redirection 
Develop deployment strategies 
Monitor resource allocations 
Examine the complete process 

* Develop the plan and act on it 

3:15 pm Break 
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PP& L, Inc. / Centrenereo Strateic Plonnina & Business Plannina Seminar 

3:30 pm Business Planning Model - Details 

Achieving and monitoring business results 
Develop appropriate infrastructure to be consistent with plan 
Communicate progress and status to management 

5:00 pm Adjourn 

Thursday, May 25,2000 

9:00 am Workshop - developing a business plan for Centrenergo 

@ Participants will be divided into groups. Each group will develop a 
business plan for Centrenergo utilizing all of the aspects discussed during 
the 2-weeks. 
PP&L will monitor the groups and assist where needed. 

10:30 am Break 

10:45 am Workshop - developing a business plan for Centrenergo (continued) 

12:OO pm Lunch 

1:30 pm Status report from the groups 

3:00 pm Break 

3:15 pm Workshop (continued) 

5:00 pm Adjourn 

Friday, Mav 26,2000 

9:00 am Presentations from the groups 

Each group will present its business plan 
Audience Q&A and critiques 
PPL Corporation comments and suggestions 

10:30 Break 

10:45 am Presentations from the groups (continued) 
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PP&L, Inc. / Centrenergo Strategic Planning & Business Planning Seminar 

12:OO pm Lunch 

1:30 pm Review of business plans of other companies 

3:30 pm Break 

3:45 pm Question session and evaluation 

5:00 pm Adjourn 

Note: Jerome Trexler and Joseph Mezlo depart by plane from Kharkiv to Kyiv at the 
conclusion of the seminar 

Evening: Arrive Kyiv and Check-in ai h e  Rus hotel 
Address: 4 Gospi:a!na>rc. S:;cc: 
Kyiv, Ukraine 252023 
Phone: 0 1 1-3 8-044-220-42-5 5 

Saturday, Mav 27,2000 

8:30 am Depart Kyiv on Ukraine International Flight # 401 to FrankfUrt 

10:05 am Arrive Frankfurt 

1:25 pm Depart Frankfurt for Newark, NJ on United #35 15 

3:50 pm Arrive Newark Airport 

United States Energy Association Energy Industry Partnership Program 11 



ATTACHMENT 25 



United States Energy Association 

DRAFT 
May 23,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * A  ! 
1 

KTU'IVENERGO/PP&L PARTNERSHIP 

Sponsored by 

U.S. AGENCY FOR INTEWNATIBNAL DEVELOPMENT 

and 

UNITED STATES ENERGY ASSOCIATION 

May 16-20,2000 

Kyiv, Ukraine 



Agenda 
Graduation Ceremony 

Tuesday, May 16,2000 

5:45 p.m. Depart from Newark, NJ to Frankfurt, United, Flight # 35 14 

Wednesday. May 17,2000 

7:20 a.m.. Arrive in Frankfbrt 

10: 10 a.m. Depart from Frankfirrt to KievBorispol, United, Flight # 3824 

1:25 p.m. Arrive in Kiev/Borispol 
Transportation to Rus Hotel 

5:00 p.m. Dinner hosted by Kyivenergo 

6:30 p.m. Adjourn 

Thursday, May 18,2000 

10:OO a.m. Meeting at Kyivenergo 
Ivan Plnchkov, General Director, Kyivenergo 
• Overview of the partnership from Kyivenergo's Prospective 
• Kyivenergo's Accomplishments through the Partnership Program 

Future Collaboration with PP&L 

12:OO p.m. Lunch 

2:00 p.m. Round Table: "Role of International Players-Investors, Partners, Banks" 
KyivenergolPP&L Graduation Ceremony: Welcome and Introduction 
Barry Worthington, Executive Director, U.S. Energy Association 

Introduction & Recognition of Dignitaries 
USEA and WEC Connection 
USEA Partnerhip Programs 

2:10 p.m. Remarks - U.S. Ambassador to Ukraine 
Steven Pifer, U.S. Ambassador to Ukraine 
• Importance of Foreign Interests in Ukraine 
• Importance of Ukraine to Western Europe 

United States Energy Association--Energy Industry Partnership Program 
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2:20 p.m. Remarks - Kyivenergo 
Ivan Plachkov, General Drrector, Kyivenergo 

Value of Partnership to Kyivenergo 
Partnerhip Results 

2:30 p.m. Remarks - PP&L, Corporation 
Roberl Grey, Senior Vice President. General Counsel & Secretary, PPceL. Corp. 
Joseph Mezlo, Director of International Business Development, PP&L. Inc. 
4 Value of Partnerhip Program to PP&L 
4 Partnerhip Results 

2:40 p.m. Remarks - USAID 
Tom Broderick, Senior Energy Au'vlsor. USAID-K~I v 
e Importance of Ukraine to Un~ted States 
e Importance of Partnership 't'rograms 

2:50 p.m. Closing Remarks - USEA 
Yelena Golbrn, Deputy Program Manager. U. S. Energy Association 

Summary of Partnership Activities in Ukraine 
* Thank You and Distribution of Offerings 

6 0 0  p.m. Dinner hosted by USEA at Ipsilanti Restaurant 

Friday, May 19,2000 

9:00 a.m. Meeting with USAIDlKyiv 

1 1 :00 a.m. Site Visit to CHPS 

12:00 p.m. Lunch 

2:00 p.m. Meeting at Kyivenergo 
Ivan Plachkov, General Director, Kyivenergo 

Signing of the Memorandum of Understanding 

3:30 p.m. Meeting with U.S. Ambassador to Ukraine 
Steven Pfer, US .  Ambassador to Ukralne 

4:30 p.m. Adjourn 

7:00 p.m. Dinner hosted by Kyivenergo 

United States Energy Associution--Energy Industry Partnership Program 
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KvivenergomP&L --Gradrratwn Ceremonv 

10:OO p.m. Adjourn 

Saturdav, Mav 20.2000 

8:30 a.m. Depart Kyiv/Borispol to Frankhrt, Ukraine Intl, Flight # 40 1 

10:05 a.m. Arrive in Frankfurt 

12:35 p.m. Depart Frankfurt to WashingtonlDulles, United, Flight # 9 17 

3:15 p.m. Arrive in Washington/Dulles 

United States Energy Association-Energy Industry Partnership Program 
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JUNE 2000 June 2000 
-. .- .. -. 

SPOTLIGHT 4 

Ukraine Partnerships 

PPL Corporation and Kylvenergo --- 1993 - 2000 
OnerTall Power Company and Crlmenergo -- 1995 -Present 
Kentucky Utilttles and Dnlproenergo -- 1996 - Present 
Otter Tall Power Company and Lvivoblenergo --- 1998 - Present 
Public Utllitles Commission of Ohlo and National Energy 

Regulatory Commlsslon of Ukralne --- 1999 -Present 
PPL Corporation and Centrenergo --- 1999 -Present 
FlrstEnergy Corp. and Kharkivoblenergo --- 1999 -Present 
AES I ClLCO and Ky~voblenergo ---To be slgned July 2000 

Enerw Indurhy Partnership 
Program, pt- contact 

Program Manager Wnlimn Polen 
at (202) 312 1230. 

T n e ~ S . E m l w ~ n 1 6 ~ U S ~ C ~  
O l ~ W E o s r g y ~ ~ n d h o s t o f e $  tMWalr 
t iWcWC~F~rmin~regarm~ 
d ~ o t u s C o ~ ~  
US. Entr@y A $ ~ ~ t i ~ l b n  
1300 PdnbayltaDia Avb,. NW 
SuiulS$O.lla~lbo~ I42 
Warhmpmn, OC ZOBM.3B22 
7at181.312.123U 
F8r:202.682-1682 
Wubsb; mr.u%ea or9 

A spofiai edition publication from the U.S. Enerw Association 

Kievenergo - PPL Corporation 
United States Agency for International 

DevelopmentIUSEA Sponsored Energy Partnership 
December 1993 - May 2000 

The Friendship Continues 

I;rezeBds a pgip to Ivan Plachkov, Geneml Director of Kyivenergo, 
d;lringPartnersh@ Graduation Cerernonier, May 18. -700ff. 

Tire cerenrony utrr held a'uritlg the U'EC Regional Energy firurn. "Kyiv 2000" in Kyiv, Ukraine 
After nearly seven yp.1~5 @coopemtinn. Iwih coeipanies haw agreed m continue rheirpar!nersh@, 

independent of USAD spomsorship. 



SPOTLIGHT 2 SPOTLIGHT 3 

Kievenergo - PPL Corporation Energy Partnership 

Dr Klaus Brendon; Regional Coordinaror. 
Cenrral/Eastern Eumpe. WEC; Mr. ltlieran 
O'Brrm, Charrn~an. Progrnnrn~e Conlmillee. IIrEC; 
Dr Yevhen I Udod. Secretary, Ukroinran Menlher 
Conlntirree, FVEC, and, Roberr Grey, Senior I'ice 
Presrdenr, Legal Coun~el and Secretary qfPPL 
Corporation 

Graduation 
as part of the 

World Energy Council Regional Forum 
Kiev, Ukraine 
May 18,2000 

-- 

Major Accomplishments 

- SUSTAINABILITY ARpr nearly seven ye@sofmoperafian, bofimmpanieshave agreed la mnlnue lhe1 parnersh#r. ndependenl of 
USAID spwsorah'i. 

-- FATALITES REDUCED Cfealbncda safety proggm based MI WBL, hc.Matled lo a rignifcentreductionin he number olaccaenkand 
falalinjuries onmejpb. Fm.1993Io 19941henumberofdepMswas feducedby halt Since Ihen.fie averagshes been zero. The 
nrm@ofaccidentsin 1993wgs28,and has S(sadlydecreased,ioen BveraQeaffouracc'dentsper year. 

- CMLECJlwS wCREI\SE @proved meter r e a l g  sohe1$A3s and procedures based on PPBL, Inc. have led lo n significafll 
mdticlhk h$eqc?ntage o f u w W d  debts. - 

% , . .  , , - P<C!UNJ~NG STANDARDS~~MENTED ~ a t w s i m t o  westsrnm~wrting 4a~dafd$andp~ocsdure5has bdlomo1e amrate 
fiqr&!ep~-$ng andc~lssqu%U~ mweinterastfmou~sideinvastw.~ 

.- C@T~MERCOMMUN~~M& Revehpmentpfpdidesandprwd~r~~,iMane~P~~cRelationsd~partmenta1K~ven~rgo.This 
newdepa~~hasiece&ptPawds@sralC~~KMadue~~enlc$opaignsaimedatdemandsLie management. 

-- . PROJECT MANAGEMENT lfmproved pr@~tmana~ementandprwfwent procedures has a$sisted in themanagementofa $200 
milimWocldBa$Loantou~rade K@mrgds t iM fwa iBq fms .  

.. EXECUTNE DEVELOpMWT Many oftheKfvmergoemployeeswha have prticipated in Me program havereceived prmotionswa 
seiw~pmm~ostPh~hposai~~s~imspms~Ylyand authatityhdudmg MMhisiwofEpargy,GsoeralDkeEtor.and Dspuiy General 
DiieCfOt. 

Joreph 1 Mezlo. Internahonal Dlrecmr - B1~rine.c.c 
Developn~er~r. Power Servrce Solutrons, PP&L, 
It~c , has heen PPL? nlarn pomr of cr~nract for the 
partnershrp 

Ivan Placlrko~: General Dlrecro~; Q~rvenergo 

fileno Goll~rn. USEA Deputy Progranl Munagpr 
for L'krurnr and Moldova 
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United States Energy Association 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP BRQGMM 

PP&E, Inc. / Centrenergo 

Strategic PEanninrg I Business Planning 
Executive Exchange Visit 

* * * * * * 

Sponsored by 

US, AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Allentown, PA 
Dates: June 16-25,2000 

Participants 
1. Viktor Savchenko, Deputy Chief Engineer of Zmievskya TPP, Centrenelrgo 
2. Mykola Raclhyn, Deputy General Director, Centrenesgo 
3. Sergiy Zayats, Engineer, Centrenergo 
4. Georgiy Kuryshko, Acting Director of Vugllegirsk TPP, Centrenergo 
5. Mostyantyn Buta, Lead Engineer, Centrenergo 
6.  Svitlana Ponomarenko, Head of Planning Department, Trypola TPP, Centrenergo 
7. Larysa Boykova, Economist, Centrenergo 



PP&L, Inc. / Centrenergo Executive Exchange Visit 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (ETPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. 

In December 1998, PP&L, Tnc and the Frirnpean Bank for Reconstnlction & 1)evelnpment 
(EBKU) entered into a contract for a twinning project between Pl?&E, Inc. And Centrenergo, one 
of the largest electric generating companies in Ukraine. The U.S. Energy Association (TJSEA), 
through its Energy Industry Partnership Program (EIPP) with the U. S. Agency for International 
Development, will supplement this contract by providing hnding for logistical support. The 
purpose of the twinning project is to provide personnel training in the areas of general 
management, financial management, accounting, environmental management and fuel market 
operations (procurement). 

This activity is a follow-up to a seminar conducted at Centrenergo last month on Business 
Planning & Strategic Planning. During that seminar, PPL and Centrenergo initiated the 
development of an overall strategic plan for Centrenergo. This exchange visit will continue the 
discussions of the seminar and will show in more detail the strategic planning procedures Utilized 
by PPL Corp. The delegates will complete a strategic plan for Centrenergo by the end of the 
week long program. 

In addition, PPL Corp and Centrenergo will continue the discussions on how a company develops 
and implements a business plan. PPL personnel responsible for the PPL Corp business plant will 
give presentations on how they develop and initiate business plans for PPL Corp. They will then 
work closely with the Centrenergo delegation to assist them in developing a workable 
organizational business plan for Centrenergo 

The objectives of this visit are as follows: 

1) To learn the methods of how a U.S. electric utility develops and implements key business 
development strategies. 

United States Energy Association Energy Industry Partnership Program 2 



PP&L, Inc. / Centrenerno Executive Exchange Visit 

2 )  To complete the development of a strategic plan and a business plan for Centrenergo by 
the end of the visit. 

3 )  To meet with many of the significant departments and personnel that directly influence 
PP&L's overall corporate strategy. 

4) To discuss how a U.S. electric utility audits the progress of its plans and how it responds 
to unexpected scenarios. 

5 )  To continue the development of a workplan of activities for the remainder of the twinning 
project 

The program of the visit will include daily discussions with the PPL personnel resporlsible 
strategic planning. The entire visit will work towards developing a workable and realistic overall 
strategic plan and business plan for Centrenergo. 

United States Energy Association Energy Industry Partnership Program 3 



PP&L, Inc. / Centrenerpo - Executive Exchnnne Visit 

Fridav, June 16,2000 a 
11:40 am Depart Kyiv on HY #lo1 for JFK Airport in New York City 

3:30 pm Arrive JFK Airport. Go through customs. Met at gate by Jerry Trexler (from 
PP&L, Inc.) Travel to Allentown Hilton Hotel - Approximately a 1 hour drive. 

6:00 pm Check into Allentown Hilton Hotel 

Hilton Hotel 
904 Hamilton Mall Road 
Allentown, PA 18 10 1 
Tel: 610-433-2221 

Saturday, June 17,2000 

Full Day Opportunity to get acclimated to Allentown area. 

Sunday, June 18,2000 

Full Day Site visit with PP&L, Inc. representatives - to be determined. 

Monday. June 19,2000 

9:00 am Review of Document 

Distribution of Per Diem Allowance 
Signing of tax forms 

0 Program evaluation forms 
Objectives 

10:OO am Overview of PP&L, Inc. 

Overview of the company - Vision, mission and strategy 
Organizational structure 
Service territory 
Customers groups 
Generation, transmission and distribution 
History 
Board of Directors 
Shareholders 

United States Energy Association Energy Industry Partnership Program 4 a 



PP& L. Ine / Centrenergo Executive ~xchanae Visit 

1 1 :00 am Break 

1 1 : 15 am Overview of agenda. Discussion of possible additions, subtractions and 
changes to proposed schedule. 

12:OOpm Lunch 

1 :00 pm Introduction to Applied Strategy 

a Definition of strategic planning 
Determining the need for strategic planning 

a Discuss the leaders and key players in strategic planning 

2:30 pm Break 

2:45 pm Introduction to Applied Strategy (Continued) 

Delineate the key elements of a successfir1 strategic plan 

5:00 pm Adjourn 

Tuesdav, June 20,2000 

9.00 am External Scanning (Defining the critical elements) 

a Social scans 
Legal scans 
Physical scans 
Economic scans 

a Computer scans 
Competition scans 

10:30 am Break 

10:45 am External Scanning (Determining the customer value model) 

a Definition of the customer value model 
0 What are the key elements? 
a How it works 

United States Energy Association Energy In(lustry Partnership Program 5 



PP&L, Inc. / Centrenerpo Executive Exchnnpe Visit 
12:OOpm Lunch 

1:30 pm Organizational Scanning (internal scanning) 

Describe the history of the organization 
Review the organizational core values 
compare values with other organizations 

3:00 pm Break 

3:15 pm Project - Work on scanning of Centrenergo 

5:00 pm Adjourn 

Wednesdav, June 21,2000 

9:00 am Identifying Opportunities and Threats 

Building the foundation for foresight 
Conceptualize the future 
Imagine the Market 
Develop possible fbture scenarios 
Draw mental pictures of possible futures 
Discuss utility planning scenarios 

10:30 Break 

10:45 am Establishing a Strategic Direction 

Understanding of creative tension 
Define an organizational vision statement 
Review and Analyze examples of vision statements 

12:00 prn Lunch 

1 :30 pm- Exercise: Identifying Opportunities and Threats for Centrenergo: 
5:00 pm 

Work on developing possible future scenarios and possible future strategies 
and plans for Centrenergo. 

5:00 pm Adjourn 
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PP&L, Inc. / Centrenerno Executive Exchnnpe Visit 
Thursdav, June 22,2000 

9:00 am Implementation and Auditing 

Establish an implementation plan 
Determine measurement procedures and define audit results 
Discussion of the Baldridge Criteria 

10:30 am Break 

10:45 am Implementation and Auditing (Continued) 

The Continuous Performance Improvement Process 

1:30 pm The Basic Business Equation 

A review of the essentials of any business equation to determine income for 
the corporation. 

3:00 pm Break 

3:15 pm The importance of Business Planning 

Aligning the plan for its overall success 

5:00 pm Adjourn 

Fridav, June 23,2000 

9:00 am Business Planning Model - Details 

Top-down; bottom-up; integration & redirection 
Develop deployment strategies 
Monitor resource allocations 
Examine the complete process 
Develop the plan and act on it 

10:OO am Business Planning Model - Details 

Achieving and monitoring business results 
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PP&L, Inc. / Centrener~o Executive Exchnnae Visit 
Develop appropriate infrastructure to be consistent with plan 
Communicate progress and status to management 

12:00 pm Lunch 

1 :00 pm- Workshop - developing a business plan for Centrenergo 
5:00 pm 

PPL Corp will work closely with delegation to complete a business plan 
and strategic plan for Centrenergo utilizing what has been learned during 
the wee and the previous seminar 

5:00 pm Adjourn 

Full day Site visit - to be determined 

Sundav, June 25,2000 

1:50 pm Check out of hotel 

2:00 pm Depart hotel for JFK Airport 

4:00 pm Arrive JFK Airport - check in for flights to Ukraine 

6:00 pm Depart on HY #10 1 direct flight to Kyiv 

Monday. June 26,2000 

10:25 am Arrive Kyivh3orispol Airport 
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Draft of 6/05/00 

United States Energy Association 
Energy Industry Partnership Program 

Seminar 
Energy Markets, Legal Issues, 

& Public Participation 

Spotlsored by: 
U.S. Agency for International Development 

Ohio Public Utilities Commission 
and 

Ukrainian National Energy Regulatory Commission 

Kyiv, Ukraine 
June 25-30,2000 

Participants: 
1 )  Judith Jones, Commissioner, P U G 0  
2) Craig Glazer, Commissioner, PUCO 

3) Amy Weinrich, Utilities Specialist, Consumer Service Division, Quality 
Assurance Division, PUCO 

4) Kim Wissman, Deputy Director, Utilities Department, PITCO 

5 )  Albert Doub, Senior Program Coordinator, IJSEA 



e 
OPUCNERC - Energy Markets, Legal Issues & Public ParticipatzaRoti Ejcecutive Exchange Vwit 

Overview 

The power industry in Ukraine is regulated by the National Energy Regulatory Commission 
(UNERC), an independent regulatory body headed by five commissioners appointed by the 
President of Ukraine. One of commissioners is appointed Chairman (currently Commissioner 
Oleksandr Hrydassov). UNERC's primary role is to issue licenses to all power sector 
organizations and to oversee the operation of the energy market to ensure that license provisions 
are met (especially regarding market competition and consumer protection). UNERC has also 
been provided with exclusive authority to regulate wholesale and retail electric and gas prices. 
The thermal generating companies receive prices determined solely by competition between them 
to sell to the pool, plus an availability price that provides an incentive to generate additional 
power at times of low reserve margins during the peak demand. The transmission and distribution 
compatlies, as natural monopolies, are sub-ject to cost based price regulation by UWEKC. 

Wholesale electricity is bought and sold through a competitive pool. The thermal generating 
companies compete to sell electricity to the pool by submitting day-ahead bids for hourly prices, 
while the hydroelectric generating enterprises and the nuclear power company sell to the pool at 
contract prices (at substantially below market rates). 

USEA has initiated a partnership program between UNERC and the Public Utilities Commission 
of Ohio (PUCO) to assist the UNERC in establishing its operations and in the development and 
improvement of its policies and procedures. The formal partnership agreements were signed on 
January 21, 1999. This will be the fourth activity under this partnership program. 

This seminar is intended to provide UNERC with information on how PUCO is preparing to 
regulate in the new competitive energy market in Ohio. This new market is scheduled to go into 
effect in January, 2001. PUCO's policy and procedural changes will be of value to UNERC as 
they continue to develop new rules in a similar changing competitive environment. 

In addition, discussions will focus on PUCOYs legal structure and legal procedures including the 
establishment of the independence of the commission from all government and company interests 
This too is important to UNERC as they continue the struggle to keep their autonomy from the 
government. 

The program will also focus on the role of the public consumer in the regulatory process. 
Presentations will focus on the right of the consumer to participate in the regulatory process. The 
consumer complaint process will be discussed including the public hearing process, and the right 
be heard during all discussions on rate increases. 6 
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OPUCRVERC - Energy Markets, Legal Issues & Public Participation Executive fichange Viit 

OBJECTIVES 

The objectives of this exchange visit are: 

1) To exchange information on the organization and administration of a U.S. state public 
utilities commission including its roles and responsibilities. 

2) To learn how PUCO is changing to accommodate the newly competitive energy market of 
Ohio that is scheduled to operate in 2001. 

3) To detail the rights of the consumers and their role in Commission activity including the 
consumer complaint process and the public hearing process. 

4) To evaluate the partnership activities to date and to determine UNERC's fi~ture needs and 
topics and how they can be adaressed in future ac~ivities. 

PROGRAM 

The program of this activity will include a meeting with the USAID Mission to discuss the 
partnership and to review the seminar. Their will also be an introductory meeting between PUCO 
and UNERC to go over the agenda and to discuss the current energy regulatory situation in 
Ukraine and the most pressing immediate issues facing UNERC. The seminar will be held at . 
UNERC's headquarters and will be attended by top management and by key personnel 
responsible for the energy market, consumer interaction, and the legal department. 
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OPUCLVERC - Energy Markets, Legal Issues & Public Participation Executive Exchange Visit 

Agenda: Energy Markets, Legal Issues, and Public 
Participation Seminar 

Sundav, June 25.2000 

Depart Columbus, OH-Washington, D.C.- FrankfUrt - Kyiv, Ukraine 

PM Arrive in Kyiv - greeted by Tatiana Yurina, Interpreter 

Check-in at the Rus hotel 
Address: 4 Gospitalnaya Street 

Kyiv, Ukraine 252023 
Phone: 0 1 1-3 8-044-220-42-55 

5:00 pm Meeting at USAID Headquarters 

Purpose of visit 
Seminar objectives 
Deliverables 

Tuesday, June 27,2000 

9:40 a.m. Overview of USEA - Albert Doub, Senior Program Coordinator, USEA 

Energy Industry Partnership Program 
Partnership activities and objectives 
Summary of previous activities 

9:50 a.m. Overview of seminar and agenda 
How can PUCO help during this seminar and week in Ukraine? 
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OPUCRVERC - Energy Markets, Legal Issues & Public Participation Executive Exchange Visit 

* Seminar agenda discussion 
Possible Deliverables / results 

11:OO am Overview of Ohio Public Utilities Commission 

PUCO Organization 
Appointment of Commissioners/Terms 

Responsibilities of Staff and Commissioner 
Departmental Functions Responsibilities 

11 :30 am Status of electric restructuring in the U.S. 

Federal vs state roles and responsibilities 
0 Changes in energy sector in Ohio 

The evolving role of PUCO and preparations for Competition 
California vs Ohio - differences and similarities 

1 :00 p.m. Lunch 

2:30 p.m. Wholesale Markets and the role of the Commission 
@ How do prices reflect dispatch and transmission expenses? 

Price request limits 
0 Time of day pricing issues 

Power Market Monitoring 

3:45 p.m. Break 

4:00 p.m. Bilateral contracts between generators and consumers 

PUCO's role 

Intermediaries and traders and their rights and responsibilities 
Financial guarantees 

@ Limitations 

Relations with transmission companies and end users 

5:30 pm Adjourn 

Evening Formal dinner with UNERC representatives 
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OPUClnERC - Energy Markets, Legal Issues & Public Participation Executive Exchange V i  

Wednesday. June 28,2000 

10.00 a.m. Open Discussion with senior representatives of the National Energy 
Regulatory Commission of Ukraine 

Overview of Ukrainian Power Sector 
Status of the Energomarket 
Changing NERC Responsibilities 

Most pressing issues currently facing the Commission 

12:30 p.m. Lunch with UNERC 

Afternoon Site visit to facility located outside of Kyiv 

Evening Free 

Thursday, June 29,2000 

9:00 a.m. Legal Issues of PUCO 

Independence of legal operations 
Staff Legal Department 
Roles and Responsibilities 
Current issues 
Liability of the Commission 

Personal responsibility of the Commissioners for Commission adopted 
decisions 

10:30 a.m. Break 

10:45 a.m. Legal issues of PUCO (Continued) 

e Judicial Review of Agency Decisions 
Jurisdiction 

* Exhaustion of administrative remedies 
Finality 
Scope of review 

Legal support of consumer's rights 

12:OOp.m. Lunch 
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OPUC NERC - Energy Markets, Legal Issues & Public Participation Ekecutive Exchange Visit 

1 :30 p.m. Public Participation 
a Consumer Rights 

How to generate public interest in Commission activities and get them 
involved. 

e Public participation in Commission activities 
Enforcement of customer service regulations 
Quality of service - benchmarking 
Customer assistance programs 

2:30 p.m. Break 

2:45 p.m. Public Hearings 
e Step by step overview o f  process using real life case of P[ JCO 

5.00 p.m. Possible meeting at USAm 
0 Lessons learned 

Possible Deliverables 
a Discussion of hture activities 

5:00 p.m. Adjourn 

6:30 p.m. Dinner 

Friday, June 30,2000 

Morning Depart to Columbus, OH - Detroit, MI 
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I 
United States Energy Association 

Draft: July 18,2000 

II UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM II * * * * * *  

PARTNERSHIP SIGNING CEREMONY& 
WORK PLAN DEVELOPMENT 

* * * * * *  

AES CILCO /KIEVOBLENERGO PARTNERSWI[B 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

July 23 - 28,2000 

Kiev, Ukraine 

William BrebiI, Senior Transmission & Distribution Consultant, AES CIILCB 
Joseph Glad, Group Leader, Electric Energy Dispatch, AES CILCB 

Stan Ogden, Business Manager of Energy Sales, AES C&CO 
Yelena Golbin, Deputy Program Manager, USEA 

Barry Worthington, Executive Director, USEA 



AES CZLCO~ievoblenergo-Partnership Signing Ceremony & Work Plan Development 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U.S. Government assistance effort in the energy sector ofthe Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U. S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the NIS. Presently, the E P P  has establish fifteen 
U.S./NIS industry partnerships in seven of the eleven NIS republics. 

USEA's program is one of the oldest and the most active in Ukraine. It started in 1993 with a 
partnership program between the Kievenergo and PY&L which graduated in May 2000. Since then 
USEA successfully expanded its activities in Ukraine with a total of six partnership programs 
currently established between Ukrainian and U.S. electric utilities and regulatory agencies. Given the 
current restructuring reform and privatization of the Ukrainian power industry, the benefits of the 
partnership program cannot be overestimated. USEA is continuously working on organizing new 
partnerships in order to enable more Ukrainian power companies to use the advantages of the direct 
information and experience exchange with U.S. utilities. 

Kievoblenergo was identified by USAID Mission and USEA as a potential candidate for participation 
in the partnership program. Kievoblenergo is a state joint stock company involved in marketing and 
distribution of electric power in the Kiev region. Kievoblenergo has two power plants with total 
installed generation capacity of 1,804 MW. Kievoblenergo's 3,760 employees service 763,280 
customers. The annual electricity sale is 3,845.65 million kilowatt hours. The state owns 75% of the 
company, legal entities own 20,62%, and private individuals own 4,38%. The State Property Fund 
of Ukraine plans to sell 50% plus 1 share belonged to the State in the third quarter of this year. 

AES CILCO has recently agreed to become the utility partner for Kievoblenergo. This visit will be 
the first activity under the new partnership and will be the first opportunity for the senior management 
of the two companies to meet each other. 

The purpose of the upcoming visit is to allow the prospective partners to learn more about each 
other, to give the AES CILCO delegation an opportunity to visit Kievoblenergo's facilities, and to 
strengthen personal ties between the company's upper managers. It is expected that during the visit 
AES CILCO and Kievoblenergo will sign a Cooperative Agreement and Memorandum of 
Understanding and will proceed in developing a workplan for the next fiscal year. 

THE PROGRAM 

United States Energy Association--Energy Indushy Partnership Program 
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AES CILCOKimoblenergo-Partnership Signing Ceremony & Work Plan Development 

The program of this activity will include: meeting with USAID Mission/Kiev, formal presentations 
by both AES CECO and Kievoblenergo on their structure, operations, and major issues; tour of 
Kievoblenergo facilities; signing a Cooperative Agreement and Memorandum of Understanding 
between AES CILCO, Kievoblenergo and U.S. Energy Association; and development of a FY2001 
workplan. 

United States Energy Association-Energy Industry Partnership Program 
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AES CILCO/Kievoblenergo-Partnership Signing Ceremony dG Work Plan Development 

Agenda 

Sundav, Julv 23,2000 

1 1 :30 a.m. Depart from Peoria to Chicago, United, Flight # 58 16 

12:20 p.m. Arrive in Chicago 

4:35 p.m. Depart from Chicago to Frankhrt, United, Flight # 3500 

Mondav, Julv 24,2000 

8:00 a.m. Arrive in FrankfUrt 

10: 10 a.m. Depart from FrankfUrt to Kievh3orispol Airport, United, Flight # 3372 

1:25 p.m. Arrive in Kievh3orispol Airport - Greeted by Yuriy Knurov, USEA 
Transport to Rus Hotel 

Rus Hotel 
4 Hospitalna Street 
Kyiv, Ukraine 252023 
Tel.: (01 1 380 44) 220- 4255 
Fax: (01 1 380 44) 220- 4396 

Tuesdav, Julv 25,2000 

10:OO a.m. Meeting with USAID MissionKiev 
Purpose of the visit 
Agenda discussion 

11:30 a.m. Meeting with Kievoblenergo Management - Mr. Kotliarenko, Chairman, 
Kievoblenergo 

Overview of Kievoblenergo 
Organizational Structure 
Service Area 
Customers Classes 
Privatization Plans 

United States Energy Association-Energy Industry Partnership Program 
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AES CILCO5ievoblenergo-Partnership Signing Ceremony & Work Plan Development 

1 :00 p.m. Lunch 

2:30 p.m. Site visit to Kievoblenergo facility - Makariv Regional Grid Enterprise 
Mykola Andriyovich Shvydkiy, Director 

5:OOp.m. Adjourn 

Wednesdav, Julv 26,2000 

9:00 a.m. Welcome and Introduction - Mr.Kotliarenko, Chairman, Kievoblenergo 

9: 15 a.m. Overview of USAID - Toin Broderick, Senior Energy Advisor, USAID 
USAID Programs in Ukraine 

9: 3 0 a.m. Overview of USEA - Yelena Golbin, Deputy Program Manager, USEA 
Overview of U. S. Energy Association 
Energy Industry Partnership Program 
Partnership Activities and Objectives 

9:45 a.m. AES CILCO Introduction - Joseph Glad, Group Leader, Electric Energy 
Dispatch, AES CILCO 

10:OO a.m. AES Corporation - William Prebil, Senior Transmission and Distribution 
Consultant, AES CILCO 

Overview 
Board of Directors 
General Businesses 
Distribution Businesses 
Organizational Structure 
Corporate Culture 

10:30a.m. Break 

10:45 a.m. AES Corporation (continued) 

12:OO p.m. Lunch 

1 :3 0 p.m. AES CILCO - Joseph Glad, Group Leader, Electric Energy Dispatch, AES 
CILCO 

United States Energy Association-Energy Industry Partnership Program 
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AES CILCO/Kievoblenergo-Partnership Signing Ceremony & Work Plan Development 

Location in the United States 
Facts about Peoria, Illinois, USA 
AES CILCO History 
Operations Overview 
Regulatory & Reliability Agencies 
Electric Generation Facilities 

2:30 p.m. AES CILCO Sales and Marketing - Stan Ogden, Business Manager ofEnergy e 
Sales, AES CILCO 

Organizational Structure 
Electric Service 
Natural Gas Service 
Sales & Revenue 
Retail Business and Deregulation 

3:00 p.m. Break 

3: 15 p.m. AES CILCO Energy Delivery -Joseph Glad, Group Leader, Electric Energy 
Dispatch, AES CILCO 

Organizational Structure 
Electric and Gas Operations 
Energy Dispatch 
Rates and Regulatory Mairs 
Finance and Administration 

3:45 p.m. AES CILCO's Contribution to the Partnership -Joseph Glad, Group Leader, 
Electric Energy Dispatch, AES CILCO 

5:00 p.m. Adjourn 

Thursday, July 27,2000 

1 1 :00 a.m. Signing Ceremony 

11 :00 a.m. Welcome and Introductions - Barry Worthington, USE4 Executive Director 
USEAand WEC 
USEA Partnership Programs 

11: 10 a.m. Remarks - U.S. Ambassador to Ukraine - Stephen Pifer, US.  Ambassador to 
Ukraine 

United States Energy Association-Energy Industry Partnership Program 



AES CZLCO5ievoblenergo-Partnership Signing Ceremony & Work Plan Development 

Importance of foreign interests in Ukraine 

1 1 :20 a.m. Remarks - USAID - Tom Broderick, Senior Energy Advisor 
Importance of Ukraine to United States 
Importance of partnership programs 

1 1 :3 0 a.m. Remarks - USEA - Yelena Golbin, Deputy Program Managerafor Ukraine and 
Moldova, USEA 

Summary of partnership activities in Ukraine 

1 1 :40 a.m. Remarks - Otter Tail Power Company - Doug Kjellerup, Vice President 
Otter Tail Power Company/Crimenergo/I,vivoblenergo Partnership 

11 :50 a.m. Remarks - AES CllkCO - Joseph Glad, Group Leczrder - Electric E n ~ ~ g y  
Dispatch, AES ULC'O 

12:OO p.m. Remarks - Kievoblenergo - Yladimir Kotliarenko, Chairman, Kievoblenergo 

12: 10 p.m. Signing of Agreements 

12:30 p.m. Lunch 

Friday. Julv 28.2000 

7:05 a.m. Depart from KyivEiorispol to Frankfurt, Ukraine International, Flight # 403 

10:05 a.m. Arrive in FrankfUrt 

1 :45 p.m. Depart from Frankhrt to Chicago, United, Flight # 941 

3:50p.m. ArriveinChicago 

6:35 p.m. Depart from Chicago to Peoria, United, Flight # 4141 

7:32 p.m. Arrive in Peoria 

United States Energy Association--Energy Industry Partnership Program 
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UNITED STATES ENERGY ASSOCIATION @rSEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * * 
WORK PLAN DEVELOPMENT 

ADVI1SORY MISSION 

* * * * * *  

OTTER TAIL POWER /LWOBLENERGQ PARTNERSHIP 

Sponsored by 

U.S, AGENCY FOR INTERNATIONAL DEVELOPMENT 
' and 

UNITED STATES ENERGY ASSOCIATION 

July 25 - 30,2000 

Kiev, Lviv, Ukraine 

Particinant 

Douglas Kjellerup, Vice President, O W  



Oller Tail Power&vivoblenergo- Work Plan Development Advisory Mission 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to determine 
the scope of U. S. Government assistance effort in the energy sector of the Newly Independent States 
(NIS) of the former Soviet Union. To administer this task, USEA and USAID jointly developed 
Energy Industry Partnership Program (EIPP) for the NIS. The objective of the EIPP is to establish 
long-term cooperative relationships between U.S. and NIS energy enterprises that provide a 
mechanism for the U.S. energy industry to transfer its experience in market-based energy production, 
transmission, and distribution to its counterparts in the MS. Presently, the EIPP has establish fifteen 
U. S./NIS industry partnerships in seven of the eleven NIS republics. 

United States Energy Association-Energy Industry Partnership Program 



Otter Tail Pmer/Lvivoblenergo- Work Plan Development Advisory Mission 

THE PROGRAM 

The program of this activity will include: meeting with USAID MissionKiev; participation in 
Partnership Program Signing Ceremony between AES CILCO, Kievoblenergo and U.S. Energy 
Association; participation in Partnership Summit between Lvivoblenergo, GZE, Poland and Otter Tail 
Power; tour of Lvivoblenergo facilities; discussion of major issues; summary of Partnership 
accomplishments; and development of a FY200 1 workplan. 

United States Energy Association-Energy Industry Partnership Program 



Otter Tail Power~vivoblenergo- Work Plan Development Advisory Mission 

Agenda 

Tuesdav, Julv 25,2000 

Depart from Fargo to Chicago * 
Arrive in Chicago 

Depart from Chicago to Amsterdam 

10:25 a.m. Depart from Amsterdam to Kiev/Borispol Airport, United, Flight # 3046 

2:20 p.m. Arrive in Kiev/Borispol Airport - Greeted by Yuriy Knurov, USEA 
Transport to Rus Hotel 

Rus Hotel 
4 Gospitalnaya Street 
Kyiv, Ukraine 252023 
Tel. : (0 1 1 380 44) 220- 4255 
Fax: (0 1 1 3 80 44) 220- 4396 

5:00 p.m. Meeting with USAID MissionIKiev 
Purpose of the visit 
Partnership Program between Otter Tail Power and CrimenergolLvivoblenergo 
Deliverables, new initiatives, hture plans 

Thursdav, Julv 27,2000 

1 1 :00 a.m. Signing Ceremony 

11:OO a.m. Welcome and Introductions 
Barry Worthzngton, USEA Executive Director 

USEAand WEC 
USEA Partnership Programs 

United States Energy Association-Energy Industry Partnership Program 
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Otter Tail Power&.vivoblenergo- Work Plan Development Advisory Mission 

1 1 : 10 a.m. Remarks - U.S. Ambassador to Ukraine 
Stephen Pifer, .!I S. Ambassador to Ukraine 

Importance of foreign interests in Ukraine 
Importance of Ukraine to Western Europe 

1 1 :20 a.m. Remarks - USAID 
Speaker to be determined 

Importance of Ukraine to United States 
Importance of partnership programs 

1 1 :30 a.m. Remarks - USEA 
Yelena Golbin, Depzity Program Manager for Ukraine and Moldova, TJSEA 

Summary of partnership activities in Ukraine 

1 1 :40 a.m. Remarks - AES CILCO 
Speaker to be determined 

11: 50 a.m. Remarks - Kievoblenergo 
yladimir Kotliarenko, Chairman, Kievoblenergo 

12:OO p.m. Signing of Agreements 

12:30 p.m. Lunch 

5:00 p.m. Transportation to the airportlzhulyany 

6:30 p.m. Flight to Lviv 

8:00 p.m. Arrive in Lviv 

8:30 p.m. Check-in at the Lion's Castle Hotel 
7, Glinki Str. 
Lviv, Ukraine 290012 
Phone: (0322) 97-1 5-63 

35-1 1-00 
Fax: (0322) 35- 1 1-02 
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Otter Tail Pmer/Lvivoblenergo- Work Plan Development Advisory Mission 

Friday, July 28.2000 

10:OO a.m. Meeting with Lvivoblenergo Management 
Mr. Shpak and lvivobbnergo representatives 

11 :00 a.m. Discussion of the issues of the OTP/Crimenergo/Lvivoblenergo 

Partnership Program implementation 0 

1:00 p.m. Lunch 

2:30 p.m. Discussion of the issues of the continuation of the USA/Ukraine/Poland 
Energy Partnership Program 

5:00 p.m. Signing Cerernony of the Energy Part~lership Program between 
Lvivoblenergo/GZE, Gliwice; Lvivoblenergo/Zamost; 
Lvivoblenergo/Zheshuv, (probably Lvivoblenergo/Lithuania) 

6:00 p.m. Dinner hosted by Lvivoblenergo 

Saturday, Julv 29,2000 

Depart Lviv to Kiev 

Check-in at Rus hotel 

Sunday, Julv 30,2000 

9:00 a.m. Depart from Kyiv/Borispol to London, Ukraine International, Flight # 501 

10:30 a.m. Arrive in London 

12: 10 p.m. Depart ftom London to Minneapolis, Northwest, Flight # 45 

3 :05 p.m. Arrive in Minneapolis 

4:45 p.m. Depart from Minneapolis to Fargo, Northwest, Flight # 45 

5:48 p.m. Arrive in Fargo 

United States Energy Association-Energy Industly Partnership Program 





USEA 
United States Energy Association 

- - 

AGENDA 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * *  
BILATERAL CONTRACTS / E ~ R O ~ % ~ E N ' F A L  PRQTEC~ON 

$C Pmm REuxIo~s 
EXCHANGE VISIT 

* * a * * *  

KENTUCKY UTIL~TIES / DNIPROENERGO PARTNERSHIP 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPhaENT 
and 

UNTTED STATES ENERGY ASSOCIATION 

August 24 - September 2,2000 
Washington, DC; Lexington, Kentucky 

Particinants 

1.  Vlodymy~ Bandarenko; Chairman of the Board, Dniproenergt, 
2. Gennadiy Bochkaryov; Deputy Chairman of Economic Issues, 

Dniproenergo 
3 .  Mykola Shtepa Head of the Fufe 8r, Procurement Department, 

Dniproenergo 
4. Tetyana Ismagilova Head of the External Economic Relations 

Department, Dniproenergo 
5.  Marina Nevmerzhitskaya Head ofthe Legal & Agreement Department, 

Dniprcrenergcr 
6. Albert Doub Senior Program Coordinator, USEA 
7. Yuriy Knurov USEA Consultant 

u"", q e,t 



Kentucky Utilities / Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EEV 

BACKGROUND 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to 
determine the scope of U.S. Government assistance efforts in the energy sector of the Newly 
Independent States (NIS) of the former Soviet Union. To administer this task, USEA and 
USAID jointly developed the Energy Industry Partnership Program (EIPP) for the NIS. The 
objective of the EIPP is to establish long-term cooperative relationships between U.S. and M S  
energy enterprises that provide a mechanism for the U.S. energy industry to transfer its experience 
in market-based energy production, transmission, and distribution to its counterparts in the NIS. 
Presently, the EIPP has established sixteen U.S./NIS industry partnerships in seven of the eleven 
NIS republics. 

On July 19, 1996 Dniproenergo and Kentucky Utilities concluded an initial Executive Exchange 
Visit to Kentucky by signing a Cooperative Partnership Agreement. Since that time a number of 
activities were organized under this partnership including executive exchange visits, advisory 
missions, internships and seminars. The rnrijor topics for those activities were utility management, 
utility financing, accounting prificiplcs, p:ocsarer;.,cnt procedures, corporate communications and 
organizational management. 

Dniproenergo is one of four main electric generating companies in Ukraine. The electric power 
produced by these generating companies is not sold directly to the consumers. It is sold in a 
multi-step process involving the energo market and separate distribution companies. This process 
ultimately leads to a complicated financial recovery system for the generating companies. The 
generating companies do not receive payments for the energy produced until the distribution 
companies collect the money fkom the consumers and the energo market sends the money back to 
the generating companies. This system is detrimental to the generating companies since they have 
no control over when, how, or how much money they get back. 

Dniproenergo is very interested in learning about the process of creating direct bilateral contracts 
with their consumers. The purpose of this activity is to introduce how Kentucky Utilities enters 
into direct bilateral contracts with consumers. KU will discuss how it identifies the consumers, 
how they negotiate the contracts, and how they author the actual bilateral agreements. In 
addition, Kentucky Utilities will go over a standard bilateral contract template that has been 
developed by the Edison Electric Institute (EEI) that provides some conformity to the bilateral 
contractual process. 

Dniproenergo has also requested to learn how Kentucky Utilities complies with the stringent 
environmental protection provisions imposed on their generating stations. The delegation will 
meet with the KU environmental protection department and will also visit one of KUYs largest 
generating facilities to examine first-hand the environmental controls equipment. In addition, KU 
will discuss how they work with the media to create a positive image with consumers regarding 
their environmental protection programs. 

United States Energy Association-Energy Industry Partnership Program 



Kentucky Utilities /Dniproenergo - Bilateral Contracts / Environmental Protection & Public Relations EEV 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To provide Dniproenergo with information on how a U.S. electric utility enters into direct 
bilateral contracts with consumers; the contract negotiation process, and the authoring of 
the contracts. 

2) To discuss in detail the environmental protection requirements that are imposed on U.S. 
electric utilities; the necessary plant equipment and the environmental compliance 
procedures. 

3) To discuss how a U.S. electric utility effectively communicates its environmental policies 
to the public. 

4) To identify potential deliverables. 

5) To discuss fbture activities 

THE PROGRAM 

The program of this activity will include: meetings in Washington, DC with USAID, USEA, and 
the Embassy of Ukraine; a series of meetings, discussions, and presentations at Kentucky Utilities 
Company on the subjects of bilateral contracts, environmental protection equipment and policies; 
and how a U.S. electric utility effectively communicates its positive environmental protection 
programs. A meeting will also be held at the conclusion of the activity to discuss possible 
deliverables and actions that can be taken as a result of the visit. 
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Kentucky Utilities /Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EEV 

BILATERAL CONTRACTS / ENVIRONMENTAL PROTECTION 
AND PUBLIC RELATIONS 

AGENDA 

Thursday, Aupust 24,2000 

7:45 a.m. Depart for Paris on Ukraine Int. Flight # 701 

10:OO a.m. Arrive in Paris 

1: 15 p.m. Depart for Washington, D.C. on Delta Flight # 8252 

2:30 p.m. RMA transportation to pick up Yuriy Knurov at Club Quarters and travel to 
Dul?es tlirport to pick up delcation. 

3 145 p.m. Arrive in Washington/Dulles 
Transportation: RMA 
Phone: 30 1-23 1-6555/1-800-878-7743 
Conf. # : BAE2 

5:30 p.m. Check in at the Club Quarters Hotel 
Contact: Melissa 
Phone: 202-463-6400 
Address: 839 17th Street, N.W. 

Washington, D.C. 20006 

Friday, Aur~ust 25,2000 

9:00 a.m. Orientation Program - Albert Doub, Senior Program Coordinator, USEA 
I Energy Industry Partnership Program 
0 Partnership Activities and Objectives 

Agenda, topics, and deliverables 

9:30 p.m. Review of Documents - Albert Doub, Senior Program Coordinator, USEA 
Visitors' Information 
AED Insurance 
Distribution of Per Diem Allowance 
Signing of Tax Forms - Participants 

10:OO a.m. Meeting with USAID 
Privatization in Ukraine 
Current Visit Objectives 

United States Energy Association-Energy Indusiry Partnership Program 



Kentucky Utilities /Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EEV 

1 1 :00 a.m. Dniproenergo Presentation 
Current Status on Collections / Payments 
Interaction with Energorynok 
Internship Update 
Current Issues at Dniproenergo 

12:00 p.m. Lunch 

1:15 p.m. Visit the Bank 

2:00 p.m. Leave for the Ukrainian Embassy 
Transportation: RMA 
Phone: 30 1-23 1-6555/1-800-878-7743 
Conf. # : BAE2 

2:30 p.m. Meeting at ellre Ukmitilarr Eimbassy 
a New U. S.-Ukraine Initiatives 

Overview of Dniproenergo's partnership with Kentucky Utilities & the 
objectives of this particular visit. 

3:00 p.m. Adjourn 

Saturday, Aurrust 26,2000 

FREE DAY 

Sunday, August 27,2000 

9:00 a.m. Check-out of hotel. 

Transportation to NationalReagan Airport 
Transportation: RMA 
Phone: 301-23 1-6555/1-800-878-7743 
Conf. # : BAE@ 

1 1 :00 a.m. Depart for Atlanta, GA on Delta, Flight # 1897 

12:49 p.m. Arrive in Atlanta, GA 

1:30 p.m. Depart for Lexington, KY on Delta flight #I202 
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Kentucky Utilities /Dniproenergo - Bilateral Contracts / Environmental Protection & Public Relations EEV @ 

3 :30 p.m. Check-in Gratz Park Inn 
Address: 120 West Second Street 

Lexington, Kentucky 40507 
Phone: (606) 23 1-1 777 
Fax: : (606) 233-7593 

Monday, August 28,2000 

8:30 a.m. Meet Albert Doub in hotel lobby and travel to Kentucky Utilities Headquarters 

Kentucky Utilities 
One Quality Street 
Lexington, KY 40507- 1462 
Point-of-Contact: Ms. Martha Baker - Tel: 606-367-1 162; Fax: 606-367-5782 

9:00 a.m. Introductions by Kentucky Utilities 
0 Currerit issues faciilg Kentucky Utilities 

Ongoing merger with PowerGen PLC 
Overview of program 

9:45 a.m. Dniproenergo Presentation 
Energy situation in Ukraine 
Current Issues at Dniproenergo 

a Accomplishment update including update on interns 
What Dniproenergo would like to see during the visit 

10:30 a.m. Break 

10:45 a.m. Environmental Affairs 
General overview of KU Environmental AfTairs department 
Roles & Responsibility 
Staffing 

12:OO p.m. Lunch 

1 :30 p.m. Environmental Affairs (Federal Regulations) 
Environmental Protection Agency (EPA) 

I Key EPA Regulations 
Clean Air act 

o Clean Water Act 
Waste Regulations 
RCRA 
CERCLA 
Superfbnd 
TSCA 
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Kentucky Utilities /Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EEV 

3:00 p.m. Break 

3: 15 p.m. Environmental Affairs (State regulations) 
a Air Quality 

Water Quality 
* Solid Waste Management 

Storage Tanks 
Natural Resource Management 

4:30 p.m. Adjourn 

Tuesday, Au~ust  29,2000 

8:30 a.m. Environmental Technologies 

Air Quality Pn~pro.i.erncnt Teclwologies 
Stack Gases 
Particulate Matter Controls 
Hazardous Air Pollutants 
In-furnace controls for NOx 
Post-Combustion Control Equipment 
Combined Cycle Gas Turbines 
Combustion Waste Utilization 

10:OO a.m. Depart for Louisville (approximately a 1 1/2 hour drive) 

12:OO p.m. Lunch at LG&E conference center 

1 :30 p.m. Introduction to Bower Marketing and Bilateral Contracts 

rn Introduction to U.S. power markets 
@ Current changes in U. S, power markets 
I Relationship with Large Customers 
a How does Kentucky Utilities define when to Sell/Buy Power for their 

Large Customers? 

4:00 p.m. Tour of LG&E Energy Marketing Trading floor 

5 :00 p.m. Reception at LG&E headquarters. 

6:30 p.m Travel to Louisville Slugger Field for dinner and AAA minor league baseball game. 
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Kentucky Utilities / Dniproenergo - Bilateral Contracts / Environmental Protection & hrblic Relations EEV 

Wednesday, A u ~ u s t  30,2000 

8: 3 0 a.m. Travel by van to Ghent thermal power plant 

The Ghent power plant was first put into operation in 1973. The plant 
consists of 4 coal fired units with a capacity of 500 MW each for a total of 
2,000 MW. The plant consumes 14,000 tons of coal daily and generates 75% 
of KU's electricity supply. 

10:30 a.m. Plant tour - focus on environmental protection control equipment 

12:00 p.m. Lunch at plant 

1 :00 p.m. Continue tour and discussion on environmental control equipment 

4:00 p.m. Return travei to Lexington 

Thursday. A u ~ u s t  31,2000 

8:30 a.m. Power Marketing and Regulatory Issues 

Pool Sales vs. Bilateral Contracts 
Role of state regulatory commission and how KU interacts with the 
commission 

10:30 a.m. Break 

10:45 a.m. Bilateral Contracts 
Liabilities 
Non-performance measures 
Claims considerations 
General Q&A 

12:OO p.m. Lunch 

1.30 p.m. EEI Standardized Bilateral contract agreement 
Introduction 
Step by Step overview of contract 

4:00 p.m. Depart for tour of Labrot & Graham Distillery 

Evening Dinner hosted by Kentucky Utilities 
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Kentucky Utilities /Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EE V 

Fridav, Se~tember 1,2000 

8:30 a.m. Bilateral Contracts & Regulatory Issues 

10:30 a.m. Break 

10:45 am Bilateral Contracts & Regulatory Issues 

12:OO p.m. Lunch 

1:00 p.m. Overview of KU Public Relations Department 

Staffing 
External communication 
Shareholder communications 

e Erriployee comn~utlications 

1:45 p.m. Public Relations and Environmental Protection 

I How KU effectively deals with the media regarding their environmental 
programs. 

3 :00 p.m. Program evaluation 

I Exchange Visit evaluation 
a Deliverables 
@ Improvements as a result of Partnership activities 

Future Activities 

4:30 p.m. Adjourn 

Saturdav, Se~tember 2.2000 

1:45 p.m. Late check out fiom hotel 

2:00 p.m. Pick-up at hotel and travel to airport 

3: 15 p.m. Depart Lexington on Delta Flight #5826 to Cincinnati, OH 

3 : 5 5 p.m. Arrive Cincinnati 

6 5 0  p.m. Depart Cincinnati on Delta Flight #44 to Paris 
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Kentucky Utilities / Dniproenergo - Bilateral Contracts /Environmental Protection & Public Relations EEV 

Sundav, March 26,2000 

8:50 a.m. Arrive Paris 

9:55 a.m. Depart Paris for Kyiv on Delta Flight #85 18 

1:35p.m. ArriveKyiv 
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United States Energy Association 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * A *  

U.S. POWER MARKETS & BILATERAL CONTRACTS 
SEMINAR 

* * * * * *  
OTTER TAIL POWER/CRIMENERGQ PARTNERSHIP 

. Sponsored by 

U.S. AGENCY FOR INTERNATIQNAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

September 12-15,2000 
Simferopol, Crimea, Ukraine- 

Participants I 
Bruce Gforvigen, Manager, Power Services, Otter Tail Power 

Kirby Anderson, Manager, Applications & Operation$ Otter Tail Power 
Donald Davenport, Project Manager, System Qperafions, Otter Tail Power 

Bruce Hagen, Chairman, North Dacota Public Utility Commission 
Yelena Golbin, Deputy Program Manager, W.S. Energy Association 



Otter Toil Power/Crimenmgo~vivoblenmgo -U.S. Power Markets, Bilateral Contracis & Publie Relntions Executive Exchonge Visd 

BACKGROUND - CRIMENERGO 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to 
determine the scope of U.S. Government assistance effort in the energy sector of the Newly 
Independent States (NIS) of the former Soviet Union. To administer this task, USEA and USAID 
jointly developed Energy Industry Partnership Program (EIPP) for the NIS. The objective of the 
EIPP is to establish long-term cooperative relationships between U. S. and NIS energy enterprises 
that provide a mechanism for the U.S. energy industry to transfer its experience in market-based 
energy production, transmission, and distribution to its counterparts in the NIS. Presently, the 
EIPP has established fifteen U.S./NIS industry partnerships in seven of the eleven NIS republics. 

On October 26, 1995, Criinenergo and Otter Tail Power Company concluded an Executive 
Exchange Visit in Sideropol by signing a Coopicrati.~.~ Agrcernent and by developing a work plan 
fcr fiscal yezr 1996. Since that time, number of activities were nrganized under this partmrship, 
including the executive exchange visits, serninars, energy efficiency tours, and internship 
programs. The major topics for those activities were utility management, utility financing, 
metering, billing, and collections, accounting, customer service, human resources, and information 
systems. 

Ukrainian Power Market was created in April 1995, based on a British model. Since that time 
" 

Ukrainian power sector has gone through several development stages such as breakup of 
vertically integrated utilities into separate generation, transmission, and distribution companies, . 
and establishing of wholesale power market with electricity prices determined based on hourly 
bids from generating companies. The fbture plans include gradual liberalization of retail power 
prices to consumers, and gradual privatization of generation and distribution companies. 
However, structural and operational deficiencies of the power market prevented Ukrainian power 
sector from fblly enjoying the expected benefits of the reforms. Furthermore, these deficiencies 
became potential impediment to attracting strategic investors to the privatization of Ukrainian 
power companies. Ukrainian energy officials and policy makers are currently in the process of 
evaluating different options for power market improvements. 

This activity is a follow-up to the previous visits in January and April and it will entail of a 
continuation of discussions on U.S. power markets, bilateral contracts and how Otter Tail Power 
deals with the current changes and challenges. 

United States Energy Association-Energy Industry Partnership Program 
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Onet Tail Power/Crtnenmgo~vivoblenergo -U.S. Power Markets. Bilateral Confmds d Public Relations Executive Exchange CBir 

OBJECTIVES 

The objectives of this Exchange Visit are as follows: 

1. To learn in greater detail about the U.S. power market structure, kndamentals of 
wholesale (bulk) marketing, and bilateral contracts. 

2. To identify items which can be implemented by Crimenergo in its operation. 

3.  To discuss fitture activities. 

THE PROGRAM 

The program of this activity will include: a meeting with USAID MissionKyiv to discuss future 
activities and deliverables; a meeting with Crimenergo management to learn about current 
situation at Crimenergo. The delegation will also visit one of the Crimenergo regional enterprises, 
Yalta Electric Network. The seminar will include topics such as: U.S. power markets, bilateral 
contracts, wholesale power marketing, regulation, Computerized Energy Management System 
(EMS), relations with customers/suppliers, pricing, risk management, and others. 
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Oner Tail Power/Crimenerg~vivoblenergo --U.S. Power Markets, Bilateral Contracts & Public Relotions Executive Exchange Vui& 

Agenda 
U.S. Power Markets & Bilateral Contracts 

Executive Exchange Visit 

Saturdav. September 9,2000 

Depart from Fargo to Chicago-FrankfUrt-Kiev 

Sunday, Se~tember 10,2000 

1:25 p.m. Arrive in Kiev - greeted by Yuri Knurov, USEA Consultant 

3.00 p.m. Check in at R1.1~ Hotel 
Phone: 0 1 1-3 8-044-220-42-5 5 
Address: 4 Gospitalnaya Street 

Kiev, Ukraine 252023 

Monday, September 11,2000 

Check out from the hotel, transportation to Zhulyany airport 

Depart to Simferopol 

1:30 p.m. Arrive in Simferopol - greeted by Crimenergo representatives 

3:00 p.m. Check in at Nikolaevka 

5:00 p.m. Meeting with Crimenergo Management - Otter Tail, USEA, Crimenergo 
Current issues at Crimenergo (Rt3, collections, PR department) 
Interaction with Energorynok 

* Privatization status 
Seminar agenda, objectives of the visit 

Tuesday, September 12,2000 

9:30 a.m. Registration for attendees 

10:OO a.m. Welcome, introductions -Mr. LLitvinov, Chairman, Crimenergo 

10: 15 a.m. Overview of USEA - Yelena Golbin, Deputy Program Manager, USEA 
Energy Industry Partnership Program in Ukraine 
Partnership activites and objectives 
Deliverables 
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Otter Tail Powm/Crinrenmgo/Lvivoblen~o -U.S. Power Markets, Bilateral Contracts & Public Relntions Executive Exchange l'isit 

10:30 a.m. Otter Tail Power Presentation - Kirby Anderson, Manager, Applications & Operations 
a Overview of U.S. Power Markets 

Current Status of Deregulation in the U.S. 
Effects of Deregulation on Otter Tail Power 
Interaction with Regulatory Authorities 

1 l:15 a.m. Break 

11:30 a.m. Wholesale (Bulk) Marketing - Bruce Glowigen, Manager, Power Services 
* FERC Policies 

Short-term Forecasting 
Longer-term Forecasting 
Wholesale and Retail Load Sales 

a Power Purchase Agre~ments 
I Type o f  Gcntracts 

12:30 p.m. Lunch 

1:30 p.m. Wholesale (Bulk) Marketing (continued) 
* Bilateral Contracts (ProsICons) 
a Competitors 

Pricing - Peak Load Pricing 
Seasonality and Price Variability 

o Risk Management 

3: 15 p.m. Break 

3:30 p.m. Wholesale Marketing (continued) 

4:30 p.m. Adjourn 

Wednesdav, Se~tember 13,2000 

9:00 a.m. Overview of Regulation - Bruce Hagen, Chairman, North Dakota Public Service 
Commission 

Overview of U.S. Power Sector 
* ND PSC Organization 
* Commissioner Election/Tenns 
a Departmental Functions and Responsibilities 
o Communication with Utilities 
* Legal Structure and Authority 

10:OO a.m. Bilateral Contracts - Donald Davenport, Project Manager, System Operations 
Review of Contracts with Large Customers 
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Olter Tail Ponw/Crimene~oLvivob&nergo -US. Power Mark&, BiInteral Contra& & Public Relatiom Executive Exchange &it 

How does Otter Tail define when to sellbuy power for their large customers? 
Presentation of Otter Tail's Daily Power Trading Spreadsheet and its functions 

10:45 a.m. Break 

1 1:00 a.m. Bilateral Contracts (continued) 
Presentation of MAPP's OASIS System 
Pool Sales vs. Bilateral Contracts - Is there more future in bilateral contracts or 
pool sales? 

12:30 p.m. Lunch 

1:30 p.m. Tariffs Overview - Donald Davenport, Project Manager, System Operations 
Calculation of Competitive Tariffs & Methodology 
Mid-Continent Area Power Pool (MAAP) Tariff Structure 

o Itelationship 1 , v i ~  3L49P 

2:30 p.m. Break 

2:45 p.m. Otter Tail Power Marketing Plans - Kirby Anderson, Manager, Applications & 
Operations 

How to develop presence on the Internet at E-Commerce 
Challenges at Otter Tail Power 
Plans on how to increase sales 

4:30 p.m. Adjourn 

Thursdav, Se~tember 14,2000 

10:OO a.m. Meeting with Yalta Electric Network Enterprise -Mr. Usachov, Director 
Overview of Yalta RES 
Current Issues 

12:OO p.m. Lunch 

1:30 p.m. Site Visit or the conference on Power Market of Ukraine 

4:30 p.m. Adjourn 

Fridav, Se~tember 15,2000 

11:OO a.m. Meeting with Crimenergo Management 
Seminar Evaluation 
Future Activities 
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Oaw Toil Power/Crimenergo~vivoblenmgo -US. Power Markets, BihteroI C o n n o d  & Publie R e W n s  Executive Exchange Vi~d 

Deliverables 

2:00 p.m. Transportation to the airport 

Depart Sunferopol to Kiev 

Arrive in Kiev 

Check in at Rus hotel 

Saturday. Se~tember 16.2000 

Depart Kiev to Frankfurt-Chicago-Fargo 
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Partnership Signing Ceremony Agenda 
Between BPL Corp. and Kyivenergo 

Thursday, September 19,2000 

3:00 p.m. Remarks - Ukraine Ambassador to the United States 
Mr. Konstantin Gryshenko, Ukraine Ambassafor to the United States 

@ Importance of foreign interests in Ukraine 

3: 10 p.m. Remarb -United States Agency for International Development (USAID) 
Speaker To Be Determined 

a Importance of Ukraine to the United States 
a Inapcrtance nf partnership programs 

Success of PPL Corp. / Kyivenergo partnership 
a Sustainability of partnership 

3:20 p.m. Remarks - PPL Corporation 
Speaker To Be Determined 

Success of PPL Corp. / Kyivenergo partnership 
o Benefit of program to PPL Corp. 

3 :30 a.m. Remarks - Kyivenergo 
Ivan Plachkov, General Director, Kyivenergo 

3:40 p.m. Remarks - United States Energy Association 
Barry Worthington, Executive Director, USE4 

Overview of partnership program 
I History of PPL Corp / Kyivenergo partnership 
@ Sustainability of partnerships 

3 : 50 p.m. Signing of Agreements 

4:00 p.m. Reception 

5:30p.m. Adjourn 

As of October 10, 2000 
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United States Energy Assaeiation 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

* * * * * * 
FINANCIAL PLANNING, FORECASTING, 

& BUDGETING 
EXECUTIVE EXCHkeaNGE VISIT' 

* A * * * *  

AES CZLCO / KYIVOBLENERGO PARTNERSMUP 

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
and 

UNITED STATES ENERGY ASSOCIATION 

September 2130,2000 
Washington, D.C., Peoria, IL 

Bartichants 

1. Ivan Kutsai - Kyiv Oblast State Administration, Deputy Head on Energy, Industry and 
Economy 

2.  Anatoliy Zommer - First Deputy Director, Kyivoblenergo 
3. Andrie Martynyuk - Deputy Director of Sales, Kyivoblenergo 
4. Lidiya Rybak - Kyivoblenergo, Chief Accountant 
5. Olga Melnik - Head of the Planning & Economic Department, Kyivoblenergo 



AES CILCOLKyivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Visit 

Overview 

In 1992, the United States Agency for International Development entered into a cooperative 
agreement with the United States Energy Association in a series of definitional missions to 
determine the scope of U.S. Government assistance effort in the energy sector of the Newly 
Independent States (NIS) of the former Soviet Union. To administer this task, USEA and USAID 
jointly developed Energy Industry Partnership Program (EIPP) for the NIS. The objective of the 
EIPP is to establish long-term cooperative relationships between U.S. and M S  energy enterprises 
that provide a mechanism for the U.S. energy industry to transfer its experience in market-based 
energy production, transmission, and distribution to its counterparts in the NIS. Presently, the 
EIPP has establish fifteen U.S./NIS industry partnerships in seven of the eleven NIS republics. 

AES CECO and Kyivoblenergo signed a Memorandum of Understanding in July, 2000 to 
becoi~le utility partners under ille EIPF. This visit will be the second activity under the new 
partnership and will be the first opportunity for senior management from Kyivoblenergo to visit 
AES ClLCO headquarters. 

Kyivoblenergo is a state joint stock company involved in the marketing and distribution of electric 
power in the Kyiv region. Kyivoblenergo has two power plants with a total installed generation 
capacity of 1,804 MW. Kyivoblenergo's 3,760 employees service 763,280 customers. The 
annual electricity sale is 3,845.65 million kilowatt hours. Under a recent presidential decree, 75% 
of Kyivoblenergo is now scheduled for privatization. 

CILCO, a subsidiary of AES, generates, transmits, and distributes electricity to 250,000 
customers in 150 communities within a 4,500 square-mile area in Central and East Central Illinois. 
AES is one of the world's largest global power companies with competitive generation, 
distribution and retail supply businesses in over 19 countries. 

The purpose of the upcoming visit is to provide senior management from Kyivoblenergo a 
detailed introduction to the U.S. electric power sector and to the overall management structure of 
AES CILCO. The main focus of the visit will be on the subjects of financial planning, forecasting 
and budgeting. These topics are very important for Kyivoblenergo as they continue the process of 
privatization. Potential investors will be looking very closely at the company's financial statistics 
and future financial outlook. It will be necessary for Kyivoblenergo to develop detailed budgets 
and strategic plans based on sound financial principles. 

United States Energy Association-Energy Zndushy Partnership Program 



AES CILCOKyivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Viit 

OBJECTIVES 

The objectives of this Exchange Visit are as follows: 

1 .  To introduce the senior management of Kyivoblenergo to the U.S. electric power 
sector. 

2. To provide a detailed overview of AES CILCO's overall organizational structure. 

3.  To develop an understanding of the methods of forecasting and budgeting utilized 
by an investor owned electric utility. 

4. 'To study the financial management procedul-es used by AES CLCO with a kcus  
on budgeting. 

5. To discuss future activities. 

THE PROGRAM 

The program of this activity will include: an orientation meeting at U.S. Energy Association 
covering an overview of the partnership program and objectives of this exchange visit, and a 
series of meetings, discussions, and presentations at AES CILCO on the subjects of financial 
planning as it relates to budgeting, including the revenue, expense, and consolidated budgeting 
procedures. In addition, AES CILCO will provide a detailed introduction to the U.S. electric 
utility industry and organizational structure. 
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AES CILCOLKyivoblenergo - Financial Planning, Forecastr'ng & Budgeting Exchange Visit 

Agenda - Financial Planning, Forecasting & Budgeting 
Exchange Visit 

Thursday, September 21,2000 

A.M. Depart from Kiev to the U.S. - flights to be dtermined. 

P.M. . Arrive in Washington, D.C., Dulles Airport -- greeted by USEA Representative 
Transportation: RM.A 
Phone: 301-23 1-6555 
Conf # : TBD 

Check in at the Club Quarters Hotel 
Contact: Melissa 
Phone: 202-463-6400 
Address: 839 17th Street, N.W. 

Washington, D.C. 20006 

Fridav, Sentember 22,2000 

9: 15 a.m. Meet in Hotel lobby and proceed to U.S. Energy Association (approximately a 20 
minute walk) 

United States Energy Association 
1 3 00 Pennsylvania Avenue 
Suite 550, 5' floor 
Washington, DC 20004 
Tel: 202-3 12-1230 

10:OO a.m. Meeting with representatives from U. S. Agency for International 
Development (USAID) 

Status of privatization 
• Current USAID Initiatives 

1 1.00 a.m. Review of documents - USE4 
• Visitors7 Information 
• AED Insurance 
• Distribution of Per Diem Allowance 
• Signing of Tax Forms - Participants 
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AES CILCOByivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Ymit 

1 1 :30 a.m. Orientation Program - USEA 
@ Energy Industry Partnership Program 
a Partnership Activities and Objectives 

Agenda, topics, and deliverables 

12: 15 p.m. Lunch 

1:00 p.m. Kyivoblenergo Presentations - Speakers to be determined 
a Current situation at Kyivoblenergo 

Privatization 
(I Prospective projects 

Future activities 

2:00 p.m. Travel to Embassy of Ukraine - 34" & M Street, N.W. 

2:30 p.m. Meeting at Embassy of Ukraine 

4:00 p.m. Adjourn 

Evening Free 

Saturday, September 23,2000 

Free Day 

Sundav, September 24,2000 

A.M. Check out fi-om the hotel 

Transportation to Reagan National Airport 
Transportation: RMA 
Phone: 301-23 1-6555 
Conf. # : TBD 

P.M. Depart from WashingtonJReagan to Minneapolis, Northwest, Flight # 3 19 

Arrive in Peoria, IL 
Check into : Mark Twain Hotel 

223 North East Adams Street 
Peoria, IL 61602 
Tel: 309-676-3600 

United States Energy Association Energy Industry Partnership Program 5 
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AES CZLCO/Kyivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Visa 

Monday, Se~tember 25,2000 

9:00 a.m. Overview of USEA and Energy Industry Partnership Program 

9:30 a.m. Overview of AES CILCO 
Corporate Structure 
Board of Directors 
Relation to AES 
AES interest in Ukraine 
Relations with shareholders 

10: 15 a.m. Break 

10:30 a.m. AES CILCO Overview - Continued 
Services 
Customers 
Operations 
Deregulation 
Marketing 

1 1:00 a.m. Kyivoblenergo Presentations 
Current situation at Kyivoblenergo 
Privatization plans 
Energy Sector In Ukraine 

12:00 p.m. Lunch 

1:30 p.m. General overview of U.S. Electric Power Industry 
Investor owned Utilities 
Municipalities 

• Rural Cooperatives 
• Regional Power Pools 
I Energy Markets & Competition 

3:00 pm Break 

3:15 pm General Overview of Financial Department 
Overall Description 
Structure 
Roles and Responsibilities 

5:00 p.m. Adjourn 
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AES CZLCO/gyivoblenergo - Financial Planning, Forecasting & Budgeting Ejcchange Visit 

Tuesday, September 26,2000 

9:00 a.m. Introduction to Financial Planning & Forecasting 
o Purpose of a financial plan 
o Requirements for a sound financial plan 

t Planning Requirements 
t Reporting Requirements 
Roles and Responsibilities of management 

10:30 a.m. Break 

10:45 a.m. Introduction to financial Planning & Forecasting - Continued 
I Financial Models 

Projected Capital Projects 
a Cash Flow Impacts 
I Tax Impacts 
I Net Income Impacts 

12:OO p.m. Lunch 

1:00 p.m. Introduction to financial Planning & Forecasting - Continued 
0 Evaluating Reports 
a Liability for projections 
rn Monitoring and periodic updating of forecasts 

3:00 p.m. Break 

3: 15 p.m. Introduction to financial Planning & Forecasting - Continued 
@ General Q&A 

5:00 p.m. Adjourn 

Wednesdav, September 27,2000 

9:00 a.m. Overview of CILCO's Budget Departments 
o Revenue and Sales Budgets 
a Capital budgets 
@ Expense Budgets 

10:OO a.m. General Overview of Revenue & Sales Budgeting 
I Overall Description 
I Structure 
I Formation of Projections 
a Trends 
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AES CZLCOflPyivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Vsil 
10:30 a.m. Break 

10:45 p.m. Revenue and Sales Budgeting - Continued 
Responsibilities & Duties 
Interaction with overall company budget 
Timetable 
Approval process 
Consolidation 
Reality check 
Examples 

12:OO p.m. Lunch 

1:00 p.m. Capital Budgeting 
Overall Description 
Structure 
Formation of Projections 
Trends 
Responsibilities & Duties 
Interaction with overall company budget 

3:00 p.m. Break 

3: 15 p.m. Capital Budgeting - Continued 

5:00 p.m. Adjourn 

Thursday, September 28,2000 

9:00 a.m. Expense Budgeting 
Expense budget 
Request process 
Justification criteria 
Approval process 

10: 15 a.m. Break 

10:30 a.m. Consolidated Budget 
Overall Description 
Structure 

0 Interaction of separate department budgets 
Overall budgeting procedures across departments 

12:OO p.m. Lunch 

1:30 p.m. Consolidated Budget - Continued 
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AES CILCOLKyivoblenergo - Financial Planning, Forecasting & Budgeting Exchange Visit 
a Responsibilities & Duties 

Approval process 

3:OOp.m. Break 

3: 15 p.m. Budget Timetables 
a Monthly 
@ Quarterly 
• Annual 

5:00 p.m. Adjourn 

Fridav, September 29,2000 

9:OO a.m Possible site visit 

12:OO p.m. Lunch 

1:30 p.m. Program Evaluation - AES CILCO, Kyivoblenergo, and USEA 
Exchange visit evaluation 
Deliverables 
Improvements as a result of partnership activities 

a Future activities 

3:30 p.m. Adjourn 

Saturdav, September 30,2000 

AM Check-out from the hotel 

Return flights to Kyiv. 

Sunday, October 1,2000 

PM Arrive in Kiev, Borispol 
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United States Energy Association 

January 4,2000 

1 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

ADVISORY MISSION BETWEEN il 
KELWUCKET PUBLIC SEISk'SCE CO3UgSSSHBN 

And 
ARMEMAN ENERGY COMMISSION 

Focusing On II 
Consumer Service Standards 

* * * * * *  
Sponsored by 

U,S. AGENCY FOR ItN'lflEWA'FIONAL DEWZOPMEMT I 
And 

UNITED STATES ENERGY ASSOCIATION 

Location: Yerevan, Arnnenia 
Bates: December 8-17,6999 

Participants 
Bob Johnston, Director, Consumer Services, 

Ralph Dennis, Staff Assistant to the Cernmksioin 
Mkhael Nantz, Engineer TecMcal Associate 

Anthony Bitonti, Program Coordinator, Energy Industry Partnership Program 



Kentucky Public Service Commission // Armenian Energy Commission // Advisory Mission 

Wednesday, December 8,1999 

3:09 p.m. Depart Lexington on Delta flight 5826 and arrive in Cincinnati at 3:50 p.m. 

6:55 p.m. Depart Cincinnati on Delta flight 122 and arrive in Zurich at 9:20 a.m. on 
Thursday, December 9, 1999 

a 
Thursday, December 9,1999 

10:OO a.m. Day room provided at the Novotel Zurich Airport. Located at Talackerstrasse Ch- 
81 52 Glattbrugg Phone: 41-1-829-9000 

8:40 p.m. Depart Zurich on Cross Air flight 3478 and arrive in Yerevan at 3:50 a.m. on 
Friday, December 10, 1999 

Friday, December 10,1999 

3 5 0  a.m. Arrive in Yerevan, Armenia 

6:00 a.m. While in Yerevan the delegation will be staying at the Armenia One Hotel. Phone 
number is 01 1-3742-525-393 and the fax is 01 1-3742-15 1-803 

2:00 p.m. Meeting at the Agency for International Development 
Barry Primm, Energy Advisor, Mission to the Caucasus 
+ Energy Program in Armenia 
+ Focus and Objectives of USAID 
+ Review of the Regulatory Agency In Yerevan, Armenia 
+ Review of FY2000 Workplan for KYPSCIAEC 

4:00 p.m. Meeting with Hagler Bailly 
Dean White, Managing Director 
+ Armenian Regulatory Overview 
+ Focus and Objectives of Hagler Bailly 
+ Review of Fy2000 Workplan for KYPSCIAEC 
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Kentucky Public Service Commission // Armenian Energy Commission //Advisory Mission 

5:30 p.m. Meeting with the Armenian Energy Commission 
Person yet to be determined 
4 Review Seminar Agenda 
4 Major Issues and Concerns 
4 Review of Regulated Utilities in Armenia 
4 Review of FY2000 Workplan for KYPSC/AEC 

Saturday, December 11,1999 

Recovery Day 

Sunday, December 12,1999 

Recovery Day 

Monday, December 13,1999 

9:30 a.m. Opening Remarks 
Vardan Movsesyan, Chairman, Armenian Energy Commission 
4 Energy Policies 
4 Leadership Changes 
4 Statues of Privatization 

10:OO a.m. Overview of Consumer Service Division 
Bob Johnston, Director, Consumer Services 
4 Consumer Services Division Background 
4 Consumer Service Division Activities 

10:30 a.m. ConsumerNtility Rights and Responsibilities 
Bob Johnston and Mike Nantz 
4 Application for Service 

4 Residential 
+ Commercial 
4 Industrial 

1 1 :00 a.m. ConsumerNtility Rights and Responsibilities 
Bob Johnston and Mike Nantz 
4 Contractual Agreements between the utility and industrial customer 
+ Special rates 
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Kentucky Public Service Commission // Armenian Enerm Commission //Advisorv Mission 

1 1 :30 a.m. Consumer/Utility Rights and Responsibilities 
Bob Johnston and Mike Nantz 
+ Rules for Establishing Service 

+ Deposits 
+ Billing and payment practices 
+ Discontinuance of service 

12:OO noon Lunch 

1 :30 p.m. Programs for Low Income Assistance 
Bob Johnston and Mike Nantz 
4 Monthly energy assistance charge 
b Voluntary contribution collected by utilities 
0 Winter disconnection rules 
+ Winter reconnection rules 

2:30 p.m. Consumer Involvement in Cases before the Commission 
Bob Johnston and Mike Nantz 
+ Public Hearing Process 
+ Public Forum Process 

+ Comparison of the public hearings and public forums 
+ Determining when to hold hearings 
+ Organization and preparation 
+ Process and procedures 
+ Results of public hearings and public forums 

3 :30 p.m. Certifications Process 
Ralph Dennis, Assistant to the Commissioner 
+ How to Obtain Certification 

+ Application checklist 
+ Requirements 

+ Service Provider Responsibilities 
+ Obligation to serve 
+ Quality 
+ Failure to meet responsibilities 

4:30 p.m. Adjourn 
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Kentucky Public Service Commission // Armenian Energy Commission //Advisory Mission 

Tuesday, December 14,1999 

9:30 a.m. Consumer Education and Protection 
Mike Nantz, Engineer Technical Associate 
4 How metering & billing can help address existing uncollectables 
4 Discuss the PSC's rules on theft of service 
4 The importance of meter accuracy in the billing process 
4 Overlunder billing situations 
+ Authority to address metering and billing complaints 
+ Process used to resolve conditions 
4 Publications sent to utilities on how the PSC establishes rates 
4 Publications to educate the public of commission activities 

12:00 noon Lunch 

1 :30 p.m. Review Western Kentucky Rate Case 
Ralph Dennis, Assistant to the Commissioners 
+ Mission & goals 
+ Financial analysis 
4 Key Reasons for filing 
4 Summary of rate proposals 
4 Filing documents 
4 Public hearing process 
4 Public notice 
4 Commission ruling 
4 Administrative Law Judge Responsibilities 

Wednesday, December 15,1999 

9:30 a.m. Safety and Insurance Issues 
Mike Nantz, Engineer Technical Associate 
+ Safety Audits 

+ Role and importance of National Electrical Safety Code 
4 Authority and role of local inspectors and KPSC safety 

investigators 
4 KPSC inspection process 

4 Violations 
4 Accidents 
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Kentucky Public Service Commission // Armenian Energy Commission //Advisory Mission 

12:OO noon Lunch 

1 :30 p.m. Safety Tracking System 
Mike Nantz, Engineer Technical Associates 
+ Inspection Follow-ups 
+ Accident Follow-ups 
+ Notice Procedures 
+ Show Causes 
+ Investigations 

3:30 p.m. Insurance Issues 
Ralph Dennis, Assistant to the Commissioners 
+ Physical assets 
+ Contracts 
+ 3'd Party liability 
+ OSHA and its employees 
+ Damages 

+ Customer 
O Company 

Thursday, December 16,1999 

9:30 a.m. Assessment ($) of utilities. Funding the AEC Operations 
Ralph Dennis, Assistant to the Commissioners 
+ Statutory Authority (AEC needs statue if it wants to do assessment) 
+ How the amount of assessment is determined 
+ Monitoring and collecting assessment fees from utilities 
+ Agency vs. general fund receipts (Kentucky PSC approach) 
+ Local franchise fees paid by utilities 
+ Penalties for late or non-payment of assessment fees 

12:OO noon Lunch 
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Kentucky Public Service Commission // Armenian Energy Commission //Advisory Mission 

1 :30 p.m. Workplan Development for Future Activities 
Anthony Bitonti, Sr. Program Coordinator, Energy Industry Partnership Program 
+ Topics 
+ Schedules 
+ Proposed Future Activities 
+ Target deliverables 

3:30 p.m. Exit Briefing with the U. S. Agency for International Development 
Barry Primrn, Energy Advisor, Mission to the Caucasus 
+ Summary of seminar topics 
+ Overview of future plans 

Friday, December 17,1999 

4:40 a.m. Depart Yerevan on Swiss Air flight 3479 and arrives in Zurich at 6:20 a.m. 

1 1 :20 a.m. Depart Zurich on Delta flight 123 and arrives in Cincinnati at 3: 15 p.m. 

4:20 p.m. Depart Cincinnati on Delta flight 5727 and arrive in Lexington at 4 5 5  p.m. 
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Trip Report 

United States Energy Association 

Kentucky Public Service Commission 

And 

Armenian Energy Commission 

Advisory Mission 

Yerevan, Armenia 

December 8-17,1999 

Prepared By: Anthony J. Bitonti 
Senior Program Coordinator 
Energy Industry Partnership Program 



ATTENDEES 

Kentucky Public Service Commission 

Robert Johnston, Director, Consumer Relations Services, KY Public Service Commission 
Ralph Dennis, Assistant to the Commissioners, KY Public Service Commission 

Michael Nantz, Engineering Technical Associate, KY Public Service Commission 

Armenian Energy Commission 

Vardan Movseyan, Chairman 
Ashot Avagyan, Commissioner 

Shiraz Kirakosyan, Comin'rssioner 
Emi: Ajernyan, Commissioner 

Robert Tsovyan, Head of Tariff Policy Department 
Gevorg Grigoryan, Deputy Head, Technical Department 

Samvel Arab aj y an, Chief, Legislative and Methodology Department 
Anahit Avetissian, Chief Specialist, Financial-Economical Analysis Department 

Artur Vardanyan, Deputy of Licensing and Legal Department 
Vardan Grigoryan, Head of Finance-Economical Analysis Department 

Anahit Bobayan, Chief Specialist 
Garegih Baghzamyan, First Class Specialist 

Roland Petrosyan, Deputy Chief, Legislative and Methodology Department 
Marian Hakobyan, Leading Expert, Legislative and Methodology Department 

Genya Khachatryan, Leading Expert, Legislative and Methodology Department 
h u s h  Papoyan, Expert, Legislative and Methodology Department 

Yuri Budagyan, Chief, Technical Expertise Department 
Samvel Nazaryan, Leading Expert, Technical Expertise Department 

Hayk Esayan, Leading Expert, Technical Expertise Department 
Karen Hakobyan, Leading Expert, Technical Expertise Department 

Svetlana Arakelyan, Expert, Technical Expertise Department 
Hayk Gyosalmyan, Expert, Technical Expertise Department 

Aram Karapetyan, Chief, Financial-Economical Analysis Department 
Armen Arshakyan, Expert, Financial-Economical Analysis Department 

Vahe Sahakyan, Expert, Financial-Economical Analysis Department 
Artyom Bagdasaryan, Expert, Financial-Economical Analysis Department 

USEA 

Anthony Bitonti, Senior Program Coordinator, Energy Industry Partnership Program 

Background 



An Energy Commission was formed in mid 1997 by the Republic of Armenia Government to 
regulate the electric and natural gas sectors of Armenia. In November, 1997 two representatives 
of the Armenian Energy Commission served internship programs with the Kentucky Public 
Service Commission in Frankfort, Kentucky. The second activity between the two commissions 
was a follow-up to the internship program and provided presentations to a larger group of 
Armenian regulators. The third and fourth exchanges focused on ratemaking and tariff design 
where one activity was held in Yerevan and the other in Frankfort, Kentucky. The following 
activity was held in Yerevan, Armenia and focused on consumer service standards including such 
topics as: consumer rights and responsibilities, the certifications process, consumer education and 
protection, safety and insurance issues, and assessments on how the KYPSC hnds their 
operations. 

The objectives of this visit were: 

I .  To provide a seminar on regulatory topics for the Armenian Energy Commission. 

2 To provide a questionlanswer session between the commission representatives from the 
Kentucky Public Service Commission and the Armenian Commission. 

3 .  To support the regulatory activities of Hagler Bailly. 

4. To develop a workplan for hture activities between the two commissions 

Description of Meetings 

Fridav, December 10, 1999 

The in-country briefing with USAD and Hagler Bailly was combined. Masoud Keyan, Executive 
Director of Hagler Bailly, welcomed the delegation to Armenia and gave a brief overview of the 
activities with the Armenian Energy Commission. Mr. Keyan spoke of the Armenian commission 
developing a market structure, which would give the AEC more responsibility rather than the 
Ministry of Energy. Mr. Keyan also discussed four major topics that most concern Hagler Bailly. 
1) The privatization of Armenians Distribution companies by March 6, 2000. 2) Approval from 
the Ministry of Energy granting the self-financing of the Armenian Commission, and how they 
plan on financing themselves. 3) Having the Chairman and his commissioners determine the 
salaries of the commission from administrative staff to the chairman himself. 4) The position of a 
department from the Ministry of Energy called the "GosEnergohadzoz." These are people who 
work for the Ministry of Energy and go from house to house checking for energy violations. 
They find a violation and proceed to fine the customer and collect the money while they wait. 
The bulk of this money is going to the Ministry of Energy with 30 percent of the fine going to the 



inspector. Another important issue with Hagler Bailly is the hiring of an executive director at the 
Armenian Energy Commission. This person will be able to deal with the day-to-day problems of 
the commission including complaints from the commission staff, giving more time for the 
chairman to do more important issues. They also need to develop a public relations department to 
better inform the public of what the commission does and why. This department will also be in 
charge of holding public hearings, and handle any customer complaints. Hagler Bailly also 
proposed to the commission that they develop a vision. This vision will better inform people on 
exactly what the commission is doing and trying to do. It will also give the commission 
something to strive for to develop where they might be in five to ten years and try to make that a 
reality. 

Mondnv, December 13,1999 

Vardan Movsesyan, Chairman of the Armenian Energy Commission, made opening remarks for 
the seminar. Chairman Movsesyan welcomed everyone to the seminar and stated there was no 
need for introductions because everyone has known each other for the past two years. 

Mr. Robert Johnston, Director, Division of Consumer Services gave his first presentation with an 
overview of the different types of divisions that make up the KYPSC. There are six divisions 
within the KYPSC: administrative services, research, engineering, financial analysis, general 
counsel, and consumer services. The consumers services division has a total of eight staff 
members. These eight people are responsible for formal, and informal complaints along with 
consumer educations programs. 

Mr. Johnston's second presentation covered the topic of consumer / utility rights and 
responsibilities. Mr. Johnston discussed the consumer complaint process, describing how his 
office handles complaints based on applicable laws, commission regulations, and tariffs. These 
calls are provided by telephone or written correspondence and complaints are answered in 5 to 7 
days on average. Mr. Johnston also spoke about customer termination of service for non- 
payment. If a bill is not paid, then a second notice is mailed which states they will disconnect 
service in 10 days. If a customer cannot pay they can arrange a payment plan with the utility, but 
this plan must be negotiated according to mutually agreeable terms and the payment plan must be 
paid in full, before the winter service begins. There are also two other types of termination. The 
first is for violation of utility rules. Disconnection is permitted only after written notice of the 
problem, and the utility has 10 days to correct the problem. The second is for dangerous 
conditions. Immediate disconnection is permitted by the utility, and a follow-up written 
explanation of action is required before reconnecting. Mr. Johnston also discussed energy cost 
(rates), which are established by class of service such as residential, commercial, industrial and 
special service. These rates may be structured differently according to the nature of service and by 
class of service such as voltage, meter size, demand, and consumption. 

Mr. Ralph Dennis, Assistant to the Commissioners, gave a presentation on the certification 
process. Mr. Dennis described how a utility goes about becoming certified and the service and 



provider responsibilities. Utilities must receive certification for transfers, financing, construction, 
rate cases, tariff filing, and initial operations. Some of the responsibilities of the utility are the 
obligation to serve, quality of service they provide must meet a specific standard, and what types 
of penalties or fines they may receive if they fail to meet these responsibilities. The KYPSC has a 
law that states " Every utility shall fbrnish adequate, efficient and reliable and reasonable service 
to its customers." This law helps the commission ensure quality of service. Safety, quality of 
service, and reliability are three concepts that are intertwined. (Example: failure to trim trees can 
present a safety hazard, as well as compromise reliability.) 

Mr. Dennis also spoke briefly on the safety standards used in Kentucky. These standards for 
electricity are from the National Electric Safety Code N S C )  and the National Electric Code 
(NEC). These codes are developed by utilities, government agencies, and regulatory agencies 
through out the United States. Some of these standards apply to electric utilities and others apply 
to construction codes for new homes. 

Mr. Robert Johnston finished his presentation on consumer complaints by giving the krnenian 
Commission an understanding of the types and amount of conlpIainrs they receive in one year. 
The KYPSC processed 16,510 inquiries in 1996. The complaints were as follows: telephone 
64%, electric 16%, water 14%' gas 5% and sewer 1%. The KPSC staff answer complaints based 
upon the following: applicable laws, commission regulations, tariffs, and past commission 
decisions. These complaints are in either written form or by toll free telephone access and 
personal appearances to the KYPSC offices. Answers to complaints are provided by: return 
telephone calls or written form, and are resolved in 5 to 7 days on average. If a customer receives 
an informal staff decision and they are unhappy with this decision, they may appeal and. ask for a 
formal case before the commissioners or have a hearing with sworn testimony. 

Tuesday, December 14, 1999 

Mr. Michael Nantz, Engineering Technical Associate, gave his presentation on consumer 
education and protection. Mr. Nantz discussed in detail the National Electric Safety Code and 
provided the Armenian Energy Commission a copy. He reviewed the National electric code local 
building codes and standards, the Kentucky Public Service Inspection process, including the 
KYPSC accident investigation process. Mr. Nantz also reviewed the types of electric utility 
safety programs that are provided in Kentucky. Mr. Nantz also gave examples of the different 
types of inspections that are required by KYPSC. He also discussed what different types of 
responsibilities are required from the KYPSC when there's an accident at a utility or during 
surprise inspections. 

Mr. Ralph Dennis began the afternoon session by speaking about safety regulations and customer 
information kept by the utility and the commission. Safety regulations address various issues such 
as quality and flow of electricity, i.e, for natural gas their pressures cannot exceed certain levels. 
They also address the installation and operation of transmission and distribution of pipelines and 
wires. Mr. Dennis states that each utility in the U.S. has different standards to follow and each 
utility establishes their own manuals and maintains their own records. The KYPSC staff performs 
regular inspections - both in office and on site at each utility it regulates. They also issue reports 



listing the results of there inspections. After inspection the commission may conduct an 
investigation based on that report. The commission may also begin a "show cause" case if the 
staff and utility cannot resolve the problem found during the investigation. Electric regulations 
include maintenance for continuity of service, voltage frequency, testing metering equipment and 
overhead and underground lines. The gas regulations include the design of pipeline components, 
corrosion control (steel pipelines), purity of gas, and the testing of the purity. 

Mr. Dennis also discussed customer information kept by a utility and the consumer data kept by 
the commission. A utility keeps information on customers for billing, such as name, address, and 
history of usage whether it is natural gas or electric. The commission keeps data on the company 
such as the utilities annual reports, which include all financial data, directors and officers of the 
company. They also keep rate case information, including compensation of utilities officers, such 
as salaries, pension and bonuses. 

Wednesday. December 15. 1999 

The morning session began with Wir. Micilaei liantz discussing safety and accident investigatiuris. 
This was a very interesting topic for the Armenian. Mr. Nantz began with the fact that on 
average the KYPSC investigates 30 to 35 accidents per year. In 1998 there were four fatalities 
(three including the public and one utility worker). All other investigations involve a variety of 
injuries from simple flash burns to major electrical burns and many broken bones. Each utility is 
required to report to the commission any accident in which an employee, contractor, or customer 
on its system, that results in death, shock or medical treatment at a hospital. This notification 
must be within two hours following the discovery of the accident. The commission staff is on call 
24 hours a day and each utility has contact numbers for the KYPSC including their home 
numbers. The utility is to submit a written report to the commission within seven calendar days of 
the accident. Usually there are two parties involved in any accident. One called Utility Employee 
Accidents, which involve violations of the National Electric Safety Code work practice 
regulations. For example, working on energized equipment without proper protective equipment 
and the other being Public Accidents, which usually involve the National Electric Safety Code 
clearance regulations. (For example, insufficient vertical clearance of conductors above ground.) 
Upon notification of an accident the KYPSC takes control of the investigation. The investigation 
is concerned with violations of commission regulations only. The investigator is not to decide 
who is at fault. The investigator writes a report on the accident and references any violations of 
commission regulations only. He can also take pictures and interview any witness from the utility 
and the general public. Once the report is complete it is passed to the Director of Engineering 
and the commission legal staff before it is submitted to the utility for comments. The utility has 
30 days to respond in writing to any charges or fines that might be imposed by the KYPSC. 

Mr. Nantz also discussed safety-tracking systems, which is the responsibility of each inspector to 
assure that their reports are submitted and responses are received in a timely manner. This 
includes inspection follow-ups, accident follow-ups, notice procedures, and final investigative 
report. 



Mr. Ralph Dennis concluded the day with a presentation on insurance issues. Mr. Dennis 
discussed liability insurance, by which most utilities in the U.S. are covered by. Liability insurance 
would cover claims by customers due to loss of power, damages to physical assets. He also 
touched on contract insurance, 3rd party liability insurance, and the role of the Occupational Safety 
and Health Administration (OSHA). 

Thursdav, December 16. 1999 

The morning session began with Mr. Ralph Dennis discussing the assessment of utilities. Utilities 
file with the commission a gross earnings report. This report determines the amount of revenues 
subject to assessment. The commission certifies to the Kentucky Revenue Cabinet each utility's 
amount of intrastate business. The Kentucky Commission advises what assessment rate to charge 
and the Kentucky Revenue Cabinet assesses the utility. The assessment rate cannot be more than 
two mills (2.10 of 1 Cent) The Kentucky Revenue Cabinet makes the assessment and collects the 
moncy from each utility. There can be penalties for late payment and they are under the discretion 
gf the Kentucky Public Service Commission. 

There were no formal presentations in the afternoon, but the seminar was open to questions and 
answers. The Armenian Energy commission had many questions on every topic discussed, far too 
many for this trip report. If you have any questions or concerns regarding the afternoon session 
please feel free to contact me via e-mail at abitonti@usea.org. 

The exit briefing with Vardan Movsesian, Chairman of the Armenian Energy Commission was 
postponed due to Mr. Movsesyan's participation in a parliament meeting. Mr. Nikolay 
Grigoryan, Deputy Chairman and Anthony Bitonti, Senior Program Coordinator both agreed on . 

having the next activity in Frankfort, Kentucky in early April, 2000 or early May covering the 
proposed topics: How the power market operates in the United States, operation codes and 
standards, the continuation of the Rate making process and cost of service. 

In the late afternoon we had an exit briefing with Hagler Bailly where we discussed with them the 
outcome of our seminar. Hagler proposed we use them in the fbture to make sure the Armenian 
Energy Commission has the right people to participate in our exchange visits by providing random 
tests to the Armenian Commission depending on our subject matter. Hagler also proposed we 
focus future exchanges on standards and codes, the uniform system of accounts, commission rules 
and regulations, and possibly the code of ethics or conflict of interest issues. They also suggested 
we develop our exchange visits in cooperation with their fiscal 2000 work plan. 



ATTACHMENT 37 



United States Energy Association 

DATE OF ISSUE: May 23,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
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Delta Natural Gas // Yerevanpaz // ArmRusaamrom 

BACKGROUND: 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U. S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts in 
the NIS. Presently, the EIPP has established fifteen U.S./NIS industry partnerships in seven of 
the twelve NIS republics. 

One of the critical issues afl'ecting the Armenian energy industry is the problem with collection of 
payments. Many customers delay payment and there are many organizations and institutions 
subsidized by the state that do not have sufficient budgets to fully pay their energy bills. Methods 
of enforcement of payments for energy by residential and commercial customers need to be 
established. 

A delegation from Yerevangaz and Armrusgasprom, the natural gas distribution company of 
Armenia, participated in an executive exchange visit to Delta Natural Gas in Winchester, 
Kentucky in September, 1998. During this exchange the topic of discussion was on metering, 
billing, and collections. 

The second exchange between these organizations was held in Yerevan, Armenia in May, 1999. 
This was a continuation of the metering, billing, and collections. This activity will focus on 
account methods and methods of pricing natural gas. 

OBJECTIVES 

The objectives of this visit are as follows: 

1) To study the methods used by Delta Natural Gas Company in pricing residential, 
commercial, and industry customers. 

2) To determine specific methods, procedures, and technologies which can be implemented 
at Yerevangaz Distribution Company in order to improve the metering, billing, and 
collection process. 

3) To establishment an ongoing partnership between Yerevangaz Distribution Company and 
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Delta Natural Gas Company 

Saturdav, March 25,2000 

7:45 a.m. Depart Yerevan on Armenian Air flight 103 and arrive in Frankhrt at 9:25 a.m 

1 :00 p.m. Depart Frankfbrt on United Airlines flight 3503 and arrive in Washington DC at 
3 3 0  p.m. 

3:50 p.m. Armenian delegation arrives at Dulles airport on United flight 3503 from Frankfbrt 
and are greeted by Anthony Bitonti, Senior Program Coordinator 

Delegation checks in the Hay Adams Hotel. Located at 16' and H Street. Phone 
number 202-538-6600 and the fax is 202-638-2716 

Sundav, March 26,2000 

Recovery day in Washington 

Monday, March 27,2000 

9:00 a.m. Meeting at the United States Energy Association 
Anthony Bitonti, Senior Program Coordinator 

Overview of USEA program 
+ Review Agenda 
+ Focus and Objectives of USEA for this exchange 
3 Government Forms 

Disbursement Per Diems 

12:30 p.m. Delegation departs for Ronald Reagan Airport 

2:00 p.m. Delegation departs National Airport on Delta flight 1875 to Atlanta then connects 
to Delta flight 1126 to Lexington, Kentucky and arriving at 6:20 p.m. 

Delegation checks into the Courtyard by Marriott. Located at 195 1 Pleasant 
Ridge Drive. The Phone Number is 606-263-9090 

Tuesday, March 28,2000 
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8:00 a.m. Welcoming Remarks and Introductions 
Glenn Jennings, President and CEO, Delta Natural Gas Company 

9: 15 a.m. Overview of Delta Natural Gas Company 
Glenn Jennings, President and CEO, Delta Natural Gas Company 
> Corporate Structure 
> Service Territory 
> Company Structure 1 Organizational Charts 

10:30a.m. Review Customer Service Organization 
Mike Robinson, Division Manager 
*r Delta Branch Ofices 
> Functions and Duties of Division Managers 
G Functions and Llut~es ot Customer Service Representatives 

11 :00 a.m. Review Organization of Engineering Group 
Jim Nelson, Manager, Engineering 
k Organizational Chart for Engineering 
> Functions preformed for Measurement and Pressure Control 

o Testing of Residential, Commercial, Industry Meters 
o Test, Adjust Meters on Periodic Test Schedules 
o Maintain Meter Databases 
o Installation of Pressure Regulators 
o Maintain Electronic Telemetering Equipment 

1:3Oam. Review Organization of Finance Group 
John Brown, Controller 
> Organizational Chart for Accounting 
> Roll of the Controller 
> Rates 
> Accounts Payable 

1 :30 p.m. Overview of Delta's Rates and Tariffs 
Glenn Jennings, President and CEO 

2:00 p.m. Discuss Pricing for Subsidiaries 
Glenn Jennings, President and CEO 
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k Delgasco 
>- Delta Resources 
b Enpro 

2:30 p.m. Review Delta's Recent Rate Case 
John HaII, Vice Presiderft, Finance Secretary a id  Trecrsurer 
k Filing Requirements 

o KY Law and Regulations 
if Decision to File a Rate Case 

o Income Statement 
o Rate Base 
o Revenue Requirements 

"v Testimony to Support the Filing 
c Operating Expenses 
o Cost of' Capital 
o Cost of Service 
o Rate Design 

k Filing the Case 
o Filing of Notice 
o PSC Assigns case Number 
o Delta File Case 
o PSC Issues Timing Agenda 

Wednesday, March 29,2000 

8:00 a.m. Leave for Middlesboro KY 

10:30 a.m. Visit Delta's Storage Field 
Glenn Jennings, President and CEO 
k Opportunity to tour a large portion of Delta's southern KY service area. 
> Opportunity to see facilities, compressors, measurement etc relating to Delta's 

transmission and distribution business. 
k On the mountain at the field, will observe 

o Compressors 
o Measurement Facilities 
o Processing Equipment 

Dehydrators 
Separators 

k Storage gas wells (former production wells) 
). Overview and discussion concerning field operations and maps 
> Tour Wells 
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1 :00 p.m. Lunch on the mountain 

2:30 p.m. Tour New Cumberland Gap Tunnel 
ii Connecting Kentucky, Tennessee and Virginia. Approximately 1 mile in length, 

it was a real engineering and tunneling feat. 
ii We serve the facility with natural gas, including he1 for back-up generators for 

emergency power. 

Thursday, March 30,2000 

9:OOa.m. Review Delta Collection Efforts 
J ~ h n  Brown, Contral1t.r 

Dzta transfer from hand held meter reading unit to IBM AS400 c,ornp~lter 
* Edit~ng 1 B~ll calcuiat~on process 

* Meter rad edits 
* Re-Reads 
% Bill calculations 
2- Bill review and corrections 
2- Recalculation of corrected bills 

* Bill Printing and mailing 

Collections 
Connie King, Direclor, Rates and Treasury 

Payment options 
* Walk in (cash, checks, money orders) 
* Mail (checks) 
* Electronic Funds transfer 

B- Bill inquires 
2- Informational 
* Results in re-read and / or adjustments 

* Due date 
* Payment plans or negotiations 

2- Extended payment agreement 
2- Government assistance 

B- Final Notice 
* Collections fee service orders 

2- Collection fee service orders printed at system 
Review and decision made to run 

* Collection fee service orders and money pouch distributed to 
Customer Service Representative 
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* Collection procedure 
Contacting customers 

Direct Contact / Person to person 
* Indirect Contact / note left at residence 

% Options for the customer 
* Make payment 
22 Payment arrangement 
* Disconnect service 

3. Administer collection charge 
Reconnecting customer 
3. Customer contact 
3. Creating reconnect service order $40.00 
* Performing reconnection of service 

h Branch co!lection efforts 
Mike Rob~nson, Lirviszon Manager 

1 :30 p.m. Review Gas Supply Accounting 
> General Overview 

John Brown, Controller 
k Gas Supply Accounting 

Marian Jones, Accounting /Financial Analyst 
Brian Ramsey, Director Gas Supply / Transmission 

k Receive and Approval of Invoices 
k Develop Average Cost of Gas for use by Accounting 
& Accounting Department Activities Concerning Gas Entries 

3:30 p.m. Work Order Process - Engineering, Accounting and construction Phases 
James Nelson, Manager, Engineering 
Kathy Estes, Accounting /Financial Analyst 
John Brown, Controller 
& Determination of Customer need for gas service 
k Specific Work Orders 

o Initiation and approval process 
o Engineering Process 
o Accounting Process 
o Construction Process 

& Blanket Work Order 
o Initiation and approval process 
o Abbreviated Engineering process 
o Construction process 
o Mapping and recording 

-- 
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o Closing the work order 
o Final work order accounting 

Fridav, March 31, 2000 

9:00 a.m. Open questions and Answer Session between Managers of Yerevangaz 
Distribution Company and Delta Natural Gas Company 

10:OO a.m. Development and discussion of the workplans for the next partnership 
activities 
Glenn Jennings, President and CEO, Delta Natural Gas Company 
Mike Robinson, Division Manager, Delta Natural Gas Company 
John Brown, Manager of Accozmting and Finance 
James Nelson, Manager, Engineering, Delta Natural Gas Company 
Anthony Bitonti, Senior Program Coordinator, United States Energy Association 
3. Topics 
3- Schedule 
3. Proposed fhture activities 

2:00 p.m. Delegation departs for Lexington Airport 

4:52 p.m. Depart Lexington on United flight 5605 to Chicago and arrive at 5: 10 p.m. 

8:50 p.m. Depart Chicago on United flight 940 to Frankfkrt and arrive at 1: 10 p.m. 

Saturdav, A ~ r i l  1,2000 

3 :00 p.m. Depart Frankfbrt on Armenian Air flight 104 and arrive in Yerevan at 9:55 p.m. 
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UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

MANAGERIAL EXCHANGE VISIT 

KENTUG= PtTBkIC SERVICE COMZSflSSEON 
and 

ARMENIAN ENERGY REGULATORY COMMTSSPON 

Focusing On 

SAFETY CODES STANDARDS & 'FWO PART-TARIFFS 
* * * * * *  

Sponsored by 

US. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STkTES ENERGY ASSOCIATION 

' - 'Locat'iou: Frankfort, Kentucky 
Dates: April 8-14,2000 " 

Participants ' .'. 
Shiraz ]Kirakosyan, Commissioner, Armenian Energy Commission 

Robert Tsovyan, Head.of Financial Depadment, Armenian Energy Commission 
Yurik Budaghyaw, Gouncilsr, Amelaian Energy Cornmissism 

rPrtur Vardanyan, Deputy, LegaI / License Department, Armenian Energy Commission 
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Saturdav, A~r i l8 .2000  

12: 10 a.m. Delegation Departs Armenia on Armenian Air flight 103 and arrive in Frankhrt at 
1:35 p.m. 

5:20 p.m. Delegation departs Frankfurt on United flight 35 10 and arrives in Chicago at 7:35 
p.m. Delegation will be greeted by Ilya Feliciano, Interpreter. They then connect 
to United flight 5606 departing for Lexington at 9: 15 p.m. and arrive in Lexington 
at 11 :25 p.m. 

Delegation will be greeted by Anthony Bitonti, Senior Program Coordinator at 
upon arrival at Lexington, Kent~cky. 

11 :45 p.m. Delegation checks into the Holiday Inn Capital Plaza. The hotel phone number is 
502-227-5 100 the fax number is 502-875-7147. 

Sundav, A~r i l9 .2000  

10:OO a.m. Meeting with the United States Energy Association 
Anthony Bitonti, Senior Program Coordinator 

Review Agenda 
Disburse Governmental Per Diem Allowance 
Distribute Governmental Tax Forms 

Remaining Day Recovery Time in Frankfort, Kentucky 

Monday, A~r i l10 ,2000  

8:30 a.m. Welcome Reception and Introductions to the Kentucky PSC 
Gary Gillis, Commissioner, KY PSC 
B. J. Helton, Chairman, KY PSC 
Ed Holmes, Vice Chairman, KY PSC 

Summary of Previous of Activities 
Review Agenda for Present Visit 

9: 15 a.m. Tour of PSC Facilities 
Ralph Dennis, Staff Assistant to the Commissioners 
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9.45 a.m. Role and Responsibilities of the Executive Director 
Martin Hztelsmann, Execzitive Director 
Bill Bowker, Deputy Executive Director 
o Role - Chief Administrative Officer 

Responsibilities and activities 

11:OO Ethics - An Overview of Why an Ethics Standard is Necessary and How It Is 
Applied in Kentucky 
H. Howell Brady, Prir~cipal Assistant 
Deborah Eversole, General Counsel 

Purpose 
Applicability 

Q Enforcement 
Discussion with AEC Delegation - Existencemeed for Ethics Code for 

Armenian Energy Commission 

12:OO a.m. Lunch (Catered at PSC facilities) 

1 : 15 p.m. Rate Design - Establishing Rates for Electricity Suppliers and Retail 
Customers 
Aaron Greemuell, Director, Division of Financial Analysis 
Jeff Shaw, Manager, Electric and Gas Rate Design 
o Concept of Two Part Rates - Demand and Energy (Capacity) 
d~ Obtaining and Using Load Research Data Information 
0 Rates for Electric and Steam 

2:45 p. m. Rate Design - Establishing Rates for Electricity Suppliers amd Retail 
Customers (Continued) 

4:00 p. m. Rate Design - - Sources for Load Research Data (KY) 
Jeff Shaw, Manager, Electric and Gas Rate Design 
Martha Morton, Manager, Electric Branch 
Elie Russell, Engineering Technical Associate III 

Power Requirements Study and Additional Potential Sources of Data - 
Including Alternatives to Historical Sources (e.g., Utility Pilot Programs) 

Two Year Work Plans 
Discussion with AEC Delegation - Pilot Program in Abovyan, Armenia 

Tuesday, April 11,2000 
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8:30 a. m. Rate Design/Two-Part Rates - Demand and Energy (Capacity): How Utilities @ 
Do It - What They Do, Why, and How They Do It 
East Kentucky Power 
Louisville Gas and Electric 
• Overview of how data is collected, transformed into records, and used to 

design rates 

10: 15 a. m. Rate DesignITwo-Part Rates: How Utilities Do It (Continued) 
East Kentucky Power 
Louisville Gas and Electric 
a Specific applications 
• Rates for Steam and Electricity Suppliers 
• Rates for Economv Sales 

1 1 :30 a. m. Working Lunch - Overview of Performance Standards 
(Lunch - Catered at PSC facilities) 
East Kentucky Power 
Louisville Gas and Electric 
• Focus and Application 
0 Benchmarks 

12:45p. m. Rate Design~Two-Part Rates: How Utilities Do It (Continued) 
East Kentucky Power 
Kentucky Utilities 
• Roundtable Panel discussion - Responses to the Needs and Experiences of 

the AEC 

2: 15 p. m. Depart for Keeneland 

5:30 p. m. Return to Frankfort 

Wednesday, April 12,2000 
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8:30 a.m. Development of Safety Codes and Standards 
Bob Amato, Director, Division of Engineering 
Michael Nantz, Irrspector 
Bob Johnston, Director, Division of Consumer Services 
o Standards and Codes - Development of National Codes 

NEC and NESC - Applicability and Enforcement by Kentucky 

10:OO a. m. Safety Codes and Standards - Compliance 
Michael Nantz, Inspector 
Bob Johnston, Director, Division of Consumer Services 
* KY PSC Inspection Procedures 

Responsibilities of the consumer 
o Responsibilities of the utility 
o Compliance with KY PSC Reg~lations - Process 

11:30 a. m. Safety Codes and Standards - Compliance (Continued) 
Housing, Buildings, ond Construction 
State Fire Marshal's Office 

NECINESC - Applicability and Enforcement in Kentucky 
o State and Local Building Codes - Enforcement and Relationship with 

National Codes 
o Coordination Between State Agencies (KY PSCIHousing, Buildings, and 

ConstructionJState Fire Marshal's OEce) 

12:30 a. m. Lunch (On your own) 

1 :45 p. m. Safety Codes and Standards - Role of Utilities 
RECC 
AEP 
o Use of National CodesIRole in Development of Codes 

Reliability (Operations and Maintenance activities) 
Interaction with the Consumer 
Complaints 
Interaction with the Commission (with Inspectors and Reporting 
Requirements) 

3 : 15 p. m. Safety Codes and Standards - The Retail Consumer 
Local Inspector 
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Applicability and Use of National Codes 
Inspection procedures 
Interaction with State and Federal Agencies 

4:30 p. m. Safety Codes and Standards - Roundtable Panel Discussion 
Bob Amato, Director, Division of Engineering 
Michael Nantz, Inspector 
Bob Johnston, Director, Division of Consumer Services 
RECC and AEP 
Local Inspector 

5:00 p. m. Adjourn 

7:00 p. m. Farewell Dinner 

Thursday, A~ri l13 .2000 

8:30 a. m. Penalties and Assessment of Fines 
Gerald Wuetcher, Attorney 

Laws and Regulations 
Due Process - Establishing a CaseISatisfL and Answer 
Typical Violations 
Determination of the Amount of Fines (History of Commission's 
assessment of fines) 

10:OO a. m. Roundtable Panel Discussion - PenaltiesIFines, Licensing, and Related 
Regulatory Issues 
Facilitator - Bob Johnston, Director, Division of Consumer Services 
Gerald Wuetcher, Attorney 
Deborah Eversole, General Counse 1 
Bob Amato, Director, Division of Engneering 
Mike Nantz, Inspector, Division of Engineering 

12:OO noon Lunch 

1 :30 p, m. Workplan Development for Future Activities 
Anthony Bitonti, Senior Program Coordinator, Energy Industry 
Partnership Program 
Gary Gillis, Commissioner, Kentucky Public Service Commission 

- - - -- - -- - 
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Staff: Kentucky Piiblic Service Commission and AEC 
Topics 
Schedules 
Proposed Future Activities 

2:30 p. m. Delegation Departs Frankfort for airport 

4: 52 p.m. Delegation departs Lexington on United flight 5605 and arrives in Chicago at 5 : 10 
p.m. 

6:30 p.m. Delegation departs Chicago on United flight 628 and arrives in Washington at 9: 10 
p.m. 

10:OO p.m. Delegation checks into the Hav-Adams hotel. Located at 161h and H Street. 
Phone number is 202-638-6600 and the fax is 202-638-3803 

Fridav, April 14, 2000 

10:OO a.m. Meeting with the United States Agency for International Development 
Dr. Robert Ichord, Chief office of Energy and ln@astructure Division, USAID 
Robert Archer, Deputy Chief of Energy and Infrastructure Division, USAID 
Walter Hall, Energy Restructuring and Regulatory Specialist, USAID 

Review Current Activity 
Review Program Focus 
Discuss Future Activities 

9:35 p.m. Delegation departs Washington Dulles on United flight 978 and arrives in 
Frankfurt at 11:30 a.m. on Saturday, April 1, 2000. 

Saturday, April 15,2000 

3:00 p.m. Delegation departs Frankfurt on Armenian Air flight 104 and arrives in Yerevan at 
9:55 p.m. 
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United States Energy Association 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM. 

ADVISORY MISSION 

, , Focusing On 
;c . ' . 

FISCAL YEAR 2001 WORPLAN 
For 

Armenia and Georgia " ,  

* * * * * *  
Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
. "  . 

And , , ., , 

UNITED STATES ENERGY ASSOCIATI0,N - 

Location: Yerevan, Armenia & Tbilisi, Georgia 
Dates: June 25 through July 5,2000 

. . 

, , 

Participants 
Albert Skeath, Deputy Program Manager, Energy Industry Partnership,;Program . 

Anthony Bitonti, Senior Program Coordinator, Energy Industry ~ a r G e r ~ l 6 & ~ r o ~ r a m  . . , . .,, , , .  
' '-. 

" ,  

., . 9 ,  



United States Energy Association June 25 to July 5, 2000 

Background 

The United States Energy Association has conducted exchange visits, seminars, internships, and 
advisory missions for the Armenian and Georgian energy sector for the past eight years. A 
highlight of the program has been the establishment of a regulatory partnerships with the 
Kentucky Public Service Commission and the Michigan Public Service Commission. This 
activity aims at expanding the partnership programs similar to the recently initiated Delta Natural 
Gas partnership. 

1 To review the draft workg!ans for fiscal year 2001 for Armenia and Georgia 
2 To identify issue areas for possible additions to the workplan 
3 To explore the needs for new partnerships with U.S. firms and organizations 
4 To explore the possibility of opening a USEA office and staff representative in 

Yerevan 

Program 

This program will consist of informal discussions and meetings with the United States Agency 
for International Development, USAID contractors and other energy related organizations to 
provide guidance in determining the USEA program of exchange visits, internships and seminars 
for fiscal year 2001 for Armenia and Georgia 
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United States Energy Association June 25 to July 5, 2000 

Sunday, June 25,2000 

4:00 p.m. Depart National on Delta flight 1717 and arrive in Atlanta at 5 5 2  p.m. 

7:45 p.m. Depart Atlanta on Delta flight 58 and arrive at Gatwick U.K. at 8:40 a.m. 
on June 25,2000 

Monday, June 26,2000 

Day room provided at the Sheraton Skyline Hotel. Located at A4 Bath Road 
Hayes - Middlesex, UK Phone: 18 1-759-2535 

9: 15 p.m. Depart Heathro~v on British flight 672 1 .and arrive in Yerevan at 7:45 a.m. cn 
Tuesday, June 27,2000. 

Check into the Armenia One Hotel located at One Arniryan Street. Phone number 
0 1 1-3742-525-393 and the fax is 01 1-3742-1 5 1-803 

Tuesday, June 27,20000 

1 :30 p.m. Meeting with the United States Agency for International Development 
(CONFIRMED) 
Barry Primrn, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior energy Policy Advisor, USAID 
> Review FYOl workplan for KYPSC and the Delta Natural Gas Partnerships 
> Discuss Hydro Power Study Tour 
> Review Armenian Transmission and Distribution Organizations 
> Discuss the Promotion of Natural Gas Usage 
> Review Available Funding and Carryover 

4:00 p.m. Meeting with Hagler Bailly (CONFIRMED) 
Dean White, Managing Director 
Masoud Keyan, Executive Director 
> Review FYO 1 workplan for KYPSC and the Delta Natural Gas Partnerships 
> Discuss Hydro Power Study Tour 
> Review Armenian Transmission and Distribution Organizations 
> Discuss the Promotion of Natural Gas Usage 
> Review previous activities 
> Discuss future activities 
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United States Energy Association June 25 to July 5, 2000 

Wednesday, June 28,2000 

9:30 a.m. Meeting with Armenian Energy Commission (CONFIRMED) 
Vardan Movsesyan, Chairman 
> Review of FYO1 workplan for Kentucky Public Service Commission 
9 Review KYPSC Rate Design Exercise 
> Review Past Activities 
> Future Focus of Partnership 
9 Issues concerning the AEC 
> Priorities 

12:00 p.m. Meeting With General Directors of Yerevangaz and Armrusgazprom 
(CONFIrnED) 
Samvel Mheryan , General Director, Yerevangaz 
Levon Mikayelyan, Head of Stafi Armrusgazprom 
> Review of FYO 1 workplan for Delta Natural Gas 
9 Review Past Activities 
> Review the purchase of 100,000 meter locks 
> Review topics foi- September 2000 exchange visit 
> Discuss the promotion of Natural Gas Usage in Armenia 

2:30 p.m. Meeting with Local Managers of Hydro Power Stations 

> Review Hydro Background 
> Discuss types of Hydro Plants in Armenia 

Earth 
Concrete 

9 Age and Capacity of Hydro Plants 
> Possible topics of Interest for Hydro Plant Managers 

Hydro Operations 
Maintenance 
Safety Issues 

4:30 p.m. Meeting with Armenergo / Transmission Company 
Rouben Hovhannisyan, Head of External Relations Department 
> Transmission Management 
> Operations 
> Safety Issues 
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United States Energy Association June 25 to July 5, 2000 

Thursday, June 29,2000 

9:00 a.m. Interviewing potential USEA staff member and office space 
> Interview applicants for USEA to run Armenian Office 
> Energy Knowledge 
> Education 
> Work Experience 

12:OO p.m. Meeting with Armenian Chapter of the Association of Energy Engineers 
(CONFIRMED) 
Zohrab Melikyan, President of Armenian Chapter 
9 Review Armenians participation 
> Conferences alJ Seminab which [hey participated 
P Suggestionsffjr G e s r g h  Azsociztion of Energy Engineers 

2:30 p.m. Meeting with the Academy for Educational Development (CONFIRMED) 
Anoush Yedigaryan , AED/Armenia Country Representative 
Richard Shortlidge, Jr. Regional Director 
> Focus of Work 

4:00 p.m. Continuation of Interviews for potential USEA Armenian Staff and Office 

Friday, June 30,2000 

9:30 a.m. Meeting with Ministry of Energy 
A ida Hovhannisyan, Chief Specialist of External Relations 
> Focus of the Ministry 
> View point on privatization 
P Suggestion to USEA on topics of interest 

11:OO a.m. Visit potential office space locations 
> Evaluate benefits 
> Costs 

o Rent 
o Computer Equipment 

P Disadvantages 
> Location 
9 Security 
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United States Energy Association June 25 to July 5, 2000 

2:00 p.m. Debriefing with the United States Agency for International Development 
(CONFIRMED) 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior energy Policy Advisor, USAID 
P Partnership Plans - KYPSC and Delta Natural Gas 
R Funding Allocations 
P Allowance for Unidentified Activities 

3:30 p.m. Depart Yerevan on UN World Food flight for Tbilisi, Georgia 

Check into the Sheraton Metechi Palace in Tbilisi, Georgia 

Saturday, July 1,2000 

Recovery Day 

Sunday, July 2,2000 

Recovery Day 

Monday, July 3,2000 

9:30 p.m. Meeting with United States Agency for International Development 
Herbert Emmrich, Senior Energy Advisor 
R Review FYOl workplan for MPSC 
R Discuss Hydro Power Study Tour 
R Discuss the Georgian. Association for Energy Engineers 
9 Review Available Funding and Carryover 
R Budget for Oil and Gas Partnership Program 

1 :00 p.m. Meeting with the Georgia National Energy Regulatory Commission 
Elizbar Eristavi, Chairman 
9 Review of FYO 1 workplan for Michigan Public Service Commission 
9 Review Past Activities 
R Future Focus of Partnership 
P Issues concerning GNERC 
9 Priorities 
R Signing Ceremony Arrangements 
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United States Energy Association June 25 to July 5, 2000 

3:00 p.m. Meeting with the Georgian Association of Energy Engineers 
Otar Vezirishvili, Interim Chapter President 
P Development of future exchange visit 
O Role and responsibility of the GAEE 

Tuesday, July 4,2000 

8:50 a.m. Depart Yerevan on British Air flight 6722 and arrive in London at 11:45 a.m. 

2:30 p.m. Check into the Holiday Inn located at 2 Bridge Place. Phone number 0044-171- 
8348 123 and the fax: 0044-171-828-1099 

1 1 :45 a.m. Depart London on Delta flight 1 1 and arrive in Atlanta at 4:00 p.m. 

5:25 p.m. Depart Atlanta on Delta flight 1280 and arrive in Washington at 7:08 p.m. 
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United States Energy Association 

Development sf 
Fiscal Year 2001 Workplan 

Yerevan, Armenia 

June 25 through July 1,2000 

Prepared By: Anthony J. Bitonti 
Senior Program Coordinator 
Energy Industry Partnership Program 



Program 

This program consisted of informal discussions and meetings with the United States Agency for 
International Development, USAID contractors and other energy related organizations to provide 
guidance in determining the USEA workplan of exchange visits, internships and seminars for 
fiscal year 2001 for the republic of Armenia 

Background 

An Energy Commission was formed in mid- 1997 by the Republic of Armenia Government to 
regulate the electric and natural gas sectors of Armenia. In November, 1997 two representatives 
of the Armenian Energy Commission served internship programs with the Kentucky Public 
Service Commission in Frankfort, Kentucky. The second activity between the two commissions 
was a follow-up to the internship program arid provided presentations to a larger group of 
Armenian regulators. The third md fourth eschanges focused on ratemaking and tariff design 
with one activity was held in Yerevan and the other in Frankfort, Kentucky. The fifth activity 
was held in Yerevan, Armenia and focused on consumer service standards including such topics 
as: consumer rights and responsibilities, the certifications process, consumer education and 
protection, safety and insurance issues, and assessments on how the KYPSC funds their 
operations. 

A partnership was also developed between Delta Natural Gas of Winchester, Kentucky and 
Yerevangaz of Yerevan, Armenia. This partnership was established in 1999 and there have been 
three activities two reviewing the metering, billing, and collections of Delta's organization; and 
the third on account methods and pricing. The fourth activity will be held in Yerevan this 
September. 

Objectives 

The objectives of these meetings were to: 

1. To review the development of fiscal year 2001 workplan with the United States Agency 
for International Development in Yerevan Armenia 

2. 
2. To review and discuss fiscal year workplan with other USAID contractors to determine 

where we might each complement each other 

3. To give the foreign partners a better understanding of what the American partners need 
from them to better understand their countries energy and political situations. 



Descriution of Meetings 

Tuesday, June 2 7,2000 

Meeting with the Economic and Energy Chief of Party Meeting, USAID 

Albert Skeath and I were invited to sit in on the Economic and Energy, USAID chief of party 
meeting scheduled at 2:30 p.m. at the offices of USAID. These meetings are held weekly for in 
country contractors who provide feedback on the status of their programs. During this meeting, 
topics reviewed included the privatization of the Armenian above ground gas storage facility; the 
interest rates of local and foreign banks to Armenia, and the Armenian tax law. 

Hagler Bailly spoke of recent seminars that they conducted on privatization in which 
representatives from Poland and the Czech Republic spoke of their country's problems and 
concerns during the privatization of energy utilities. Hagler Bailly also commented on the 
market restructuring and the support they have been receiving from the Armenian Energy 
Commission and the Ministry of Energy, especially the assistance of the new Minister of Energy, 
Garen Galustian. 

Sibley International reviewed the accounting reform where in two institutions recently signed 
memorandums of understanding on curriculum reform and public awareness programs. They 
also discussed courses they plan to provide this summer on accounting and procurement. Sibley 
also reviewed the credibility of some of the teachers who provide the accounting and 
procurement final exams. 

Meeting with the United States Agency for International Development in Yerevan, 
Armenia 

Our first meeting was with Dr. Michael Boyd, Senior Energy Policy Advisor, Office of 
Economic Restructuring and Energy for USAID. I distributed copies of the proposed fiscal year 
(FY 2001) workplan that had been suggested by Mr. Walter Hall of the United States Agency for 
International Development as well as copies of the KYPSC and Delta Natural Gas chronology 
that identifies completed activities. We began with the concerns by both Gary Gillis and Glenn 
Jennings concerning the lack of information provided by our foreign partners. We informed Dr. 
Boyd that USEA will now request trip reports after each activity before another activity is 
scheduled. By writing this report the Armenians can then route it through their organization so 
everyone will be able to benefit from the information provided along with providing the 
Americans the peace of mind that their work and preparation is not falling on deaf ears. It was 
also suggested that we ask one participant from each delegation to give a presentation concerning 
their organization. This could include any new developments concerning the government, any 
information they might have implemented or adopted from past exchanges, and any new topics 
they might be of interest. 



We then reviewed Mr. Hall's suggested workplan step by step, starting with the four scheduled 
activities for the Armenian Energy Commission. Dr. Boyd commented that we need to be 
sensitive to those organizations that are in country when planning our workplan. We should try 
to focus our activities so they complement the other contractors. Dr. Boyd agreed to all the 
activities for the Armenian Energy Commission with one exception and concerning the 
exchange visit on telephone and water. Dr. Boyd stated that this year the Armenian legislature's 
agenda included a suggestion to regulate the structure of all natural monopolies. 
Hagler-Bailly did an evaluation of the suggestion and found it beneficial to give these two 
responsibilities to the Armenian Energy Commission. This would create a simple single 
regulatory agency with many departments rather then have a regulatory agency for each 
monopoly. This recommendation was written by Peter Bradford and had the approval of 
USAID. Dr. Boyd suggested we have the KYPSC review with the AEC their organizational 
chart to show how different monopolies fall under the operation of different departments within 
the KYPSC. 

We then discussed the hydro activities, \:,here ta7e plan on having three activities covering 
operations, maintenance, safety, and financial and commercial management operations. Dr. 
Boyd suggested we possibly combine this activity to include representatives from the Republic 
of Georgia. He also informed us that most of the hydro in Armenia has been privatized and that 
we would only be working with Vortotan Cascade and Sevan-Hrazdan Cascade, which accounts 
for thirty-five percent of total generation. Dr. Boyd agreed with these exchanges as long as the 
focus remains on the management issues and practical applications. 

The third topic, a power market exchange, was suggested by Chairman Vardan Movsesyan of the 
Armenian Energy Commission. Dr. Boyd believed this to be a worthwhile activity as long the 
activity is reviewed with Hagler Bailly for practical considerations for Armenia now and in the 
near future. He also believed that the AEC needs to be well established before taking on the 
added responsibility of a power market. Dr. Boyd states the AEC needs "20 years experience 
with regulation" not the current regulation the United States is using right now. Introducing the 
Armenians to Independent System Operators and the different types of markets and new 
technology might end up causing more problems in the near future for the AEC. 

The scheduled exchange visit on transmission and distribution was put on hold due to the 
privatization of the Armenian distribution company scheduled for completion by the end of this 
year. Dr. Boyd informed us of a fifty million dollar World Bank loan for the transmission and 
distribution operations where Hagler Bailly will provide an assessment of the transmission and 
distribution development. Dr. Boyd suggested we focus only on the transmission side and work 
directly with Armtrans. 



Meeting with Hagler Bailly 

The meeting with Hagler Bailly was with Masoud Keyan, Executive Director. Also in 
attendance was Dr. Michael Boyd of USAID. To start this meeting I distributed copies of the 
proposed fiscal year workplan that had been suggested by Mr. Walter Hall of the United States 
Agency for International Development as well as copies of the KYPSC and Delta Natural Gas 
chronology that identifies each activity. Mr. Keyan agreed to all the scheduled activities for the 
Armenian Energy Commission. He also stated he believes the AEC should also have the 
responsibility of regulating drinking water and telecommunications. Masoud also indicated that 
the AEC might like to discuss insurance issues which he believed could be a significant problem 
in the near fbture. He believes the AEC might want to use an insurance organization as a back 
door for corruption, by requiring utilities to use certain insurance companies in order to receive 
their licenses and in return get kick backs from the insurance company. 

iTTith regard to the Delta Natural Gas as~d "l'erevangaz partrlerskip, Mr. Keyan argued against 
cor,tinued work with Yerevangaz, becazs:: it is a sxbsidicuy to Amrdsgasprorn, ~ v ~ c 1 1  is ii 
Russian organization that owns fifty-five percent of the shares. He also stated that Russia has not 
put one penny into the energy sector of Armenia. Masoud also had concerns about the condition 
of the gas pipes, and was interested in how Yerevangaz planned on reactivating a dead gas 
system. Masoud recommended we try to find out if Yerevangaz was able to implement anything 
from the last three activities with Delta Natural Gas. Currently Yerevangaz has only tested one , 
area of the pipeline. 

When we discussed the topic of natural gas promotion, Masoud stated " the promotion of natural 
gas cannot be done until we find out whether or not the gas system is even up and running". 
Masoud feels that if we hold any activities in the United States they should be for policy makers 
or consumer groups. We should include the Association of Energy Engineers on these activities 
or engineering institutes that can study the codes and standards of the United States gas sector. 
Currently the use of gas to make electricity results in only a fifteen percent efficiency, but using 
gas to heat homes directly would result in a ninety percent efficiency rate. We should also 
introduce the Armenian gas sector to the regulatory process, by having Delta Natural Gas 
discuss how they are regulated, by who, and what organization might regulate the equipment 
they use. 

When reviewing the hydro activities Masoud mentioned two problems we would face when 
working with the Armenian hydro facilities. First, the Armenians don't have any money for the 
repairs they need at their plants, and parts can only be purchased in Russia; second, the managers 
of these plants are corrupt and refused to listen to the Ministry of Energy when they were told 
they have to install tamper proof meters. Masoud suggested we focus on the institutional 
organizations to educate the Armenians on regulatory standards and codes, water resources, and 
how generation fits into the use of water and how to allocate payment for that water. 



Wednesday, June 28,2000 

Meeting with Chairman Vardan Movsesyan for the Armenian Energy Commission 

The meeting began with A1 Skeath giving a brief overview of our meetings with Walter Hall of 
USAID and Gary Gillis of the KYPSC. I then gave Chairman Movsesyan a copy of the proposed 
workplan for fiscal year 2001. We discussed the privatization of the Armenian distribution 
companies and the type of relationship the AEC will need to have with possible foreign 
organizations. We discussed the types of forms and reporting these companies must submit to 
the KYPSC and how these reports help the KYPSC in monitoring the utilities management 
performance. We spoke of the service quality, and of the conflicts that arise between utilities and 
customers when organizations privatize and it's the responsibility of the AEC to act as mediator. 
We discussed that during the next exchange, the AEC should review the KYPSC organizational 

chart and see if there are any departments that the KYPSC has that the AEC should consider 
adopting. 

Chairman Movsesyan agreed to the service quality exchange visit scheduled for August of this 
year and suggested that his organization develop a workplan for the next activity concerning 
these topics. Mr. Movsesyan also agreed to the first three activities on the proposed workplan, 
but wanted to wait until he received official word from the Ministry of Energy before discussing 
the regulation of telecommunications and water. 

We also discussed with Chairman Movsesyan KYPSC's desire to know whether or not the 
information they have been providing for the last three years is useful and if the Armenians are 
implementing any of this information in their day to day activities. KYPSC also questions 
whether or not the delegates who participate in activities that are held in Kentucky ever pass on 
the information or conduct training sessions to educate the entire staff. The KYPSC also 
suggested we begin to tape the sessions so that upon their return to Armenia they can pass these 
tapes to fellow employees so everyone might be able to gain an understanding of the subject 
matter. Albert Skeath presented a report that was prepared by the Kazakstan Electricity 
Association and we encouraged the AEC to provide similar reports after each activity. This 
report should be written by one or all of the attending delegates and will allow the participants to 
share the knowledge of their trip with each employee of the commission. These reports should 
also include how the AEC will implement information gained by the KYPSC and also cover the 
problems that might occur with implementation. These reports will provide program feedback to 
USEA and the KYPSC. USEA also agreed to provide routine information to KYPSC on the 
political, social, and economic situation in Armenia. This will be provided through e-mail, 
media and newspaper articles. 

The next exchange visit between the KYPSC and the AEC will be on the public 1 customer 
relations, including information on how to handle the day to day problems of residential, 
commercial, and industrial customers and how to educate the public on the role the commission 
plays. USEA suggested a review of the KYPSC job descriptions, staffing, consumer contact 
information and tracking activities in response to complaints. 
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We then discussed the possibility of a power market tour. I asked Chairman Movsesyan if he 
thought it would be a good idea to include members of parliament and the Ministry of Energy so 
they can get a better understanding of what a power marketer does, but he thought it might be 
better to only include the Armenian Commission for now and possibly add other participants on 
future activities. Albert Skeath informed Chairman Movsesyan about the concerns of USAID 
and Hagler Bailly concerning the power market trip and asked Chairman Movsesyan to give us 
his view on why he wants this activity. Chairman Movsesyan informed us that he believes a 
power market will not be established in Armenia in three to four years, but they are currently 
unfamiliar with the day to day operations of a power market. Chairman Movsesyan informed us 
that the Academy for Educational Development will be putting together a regional power market 
study tour for the caucusas next month and two representatives from the AEC would participate. 

Chairman Movsesyan also discussed the fact that there might be a regional power market 
developed in the caucusas that would include three countries and forty million consumers. 
Chairman Movsesyan believes that his organization would benefit from a power market activity 
now so they would be in a better position if this regional power market ever develops. 

Albert Skeath informed Chairman Movsesyan that, after hearing his concerns, USEA would 
review this activity with USAID, and suggested that this activity should include a visit to PJM 
and the Pennsylvania Public Service Commission to help identify the relationship between the 
commission and the power market along with the relationship between the power market and a 
utility. 

Meeting with Yerevangaz and Armrusgazprom 

This meeting was held at the offices of Armrusgazprom and included the following people. 
Roland Adonts, Executive Director; Levon Mikayelyan, Head of Staff; Sarnvel Mheryan, 
Director, Yerevangaz. 

After distribution of the proposed work plan and a review of the chronology of the partnership 
activities between Delta Natural Gas and Yerevangaz, we discussed a few of Glenn Jennings' 
concerns regarding the lack of information provided by Yerevangaz and Armrusgasprom. We 
suggested that during the next exchange visit, Yerevangaz give a thirty minute presentation on 
their accounting system, the condition of their gas pipeline, how much is in operation, the types 
of contracts they sign with Russia and Azerbaijan, and the needs and plans for future 
development of their organization. We also suggested that participants on these activities be 
those responsible for the work and not limited to upper management. 

We then reviewed the proposed fiscal year 2001 workplan. The first topic, an advisory mission 
on gas system operations / regulations, is scheduled for September 7-1 7,2000. This activity is 
going to cover cathodic protection for transmission, distribution system and facilities, a review 
of installation and operation of polyethylene pipe, review of equipment and instruments used in 
operations, financial planning, operating budgets, and a review of metering, system standards, 
pressure and temperature regulations. The second topic is natural gas promotion. 
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The third topic is financial management. Mr. Jennings agreed to two activities a year with the 
third being dependent upon the availability of his staff and the current situation of his company. 

During our visit we also discussed the promotion of natural gas and the need to identify potential 
substitute uses for natural gas in place of electricity. We informed Mr. Adonts that Mr. Jennings 
suggested we involve key people of his organization who are directly involved with builders, 
contractors. developers, industrial, and commercial customers who convert fiom different forms 
of energy (electric, oil, propane) to gas. He also suggested we try to find out the what the 
economic risks are to Armenia for using natural gas, how are their residential, commercial and 
industrial markets, what are the different types of gas equipment they might be using, are they 
doing any testing of the old pipelines, how well do they work, is the system up to date, when the 
flow of gas stopped in Yerevan, and when did it begin again. These are all very important 
questions before they begin to provide customers with natural gas. 

We also spoke to Mr. Adonts concerning how his organization corresponds with the general 
consumer. Mr. Adonts said sixty percent of all their gas is consumed by local power plants and 
that the energy sector of Armenia owes his organization fifteen million dollars with most of the 
bill being the responsibility of the Ministry of Energy. We asked Mr. Adonts who he thought 
should participate or be included in the next activity from a consumers advocate perspective. 
Mr. Adonts suggested: the Ministry of Industry (including utilities), cement factory, chemical 
factory; Ministry of Agriculture, public health system, and municipalities fiom all the oblasts. 

Meeting with Ministry of Energy 

We were hoping to meet with Minister Garen Galustian, but he was unavailable. We then tried 
to meet with Areg Galstian, he was on vacation, but we met with Igor Ter-Ghazaryan a staff 
person who works for Areg Galstian. 

Mr. Skeath informed Mr. Ter-Ghazaryan of the purpose of our trip and briefly reviewed with him 
our meetings with USAID and Yerevangaz. We informed Mr. Ter-Ghazaryan that the focus of 
USAID was to the promote the use of natural gas rather then electricity to heat homes. We were 
looking for assistance fiom the ministry to provide names of organizations that should participate 
in this activity. We also informed Mr. Ter-Ghazaryan that this activity would focus on codes and 
standards, policy issues concerning natural gas, inspection, consumer interests, and payment 
problems. This activity would be held in the United States and be approximately one week in 
length. We requested to Mr. Ter-Ghazaryan to forward this information to Minister Galustian, 
and that USEA would seek the help of the Ministry of Energy to provide us with possible 
participants for this activity. 



Thursday, Julze 29,2000 

Interviewing potential USEA staff member and office space 

Due to the increased work load to our fiscal year 2001 workplan the United States Energy 
Association was considering opening an office in Yerevan, Armenia. The duties of this 
employee would include routine contact with our foreign partners, along with the United States 
Agency for International Development. Other duties would include arranging for interpreters, 
lodging, ground transportation, governmental forms, arranging visa requirements with the 
Academy for Educational Development, and to inform the USEAIWashington office of the 
current political and economical situation in Armenia. 

Our first interview was with Arman Baroyan who currently works for the National Assembly. 
Mr. Baroyan was the former assistant to the chairman of the Armenian Energy Commission and 
is very familiar with the United States Ezerg:; Association. During the interview we discussed 
education, professional experience, cllrrctnt job responsibilities, computer skills and languages, 
knowledge of the energy industry, and energy related contacts. 

My personal opinion is that Mr. Baroyan would make a fine addition to the United States Energy 
Association due to his work experience, contacts in the ministries, his relationship with the 
Armenian Energy Commission and his contacts with energy related organizations USEA is 
interested in working with. 

Meeting with the Armenian Association for Energy Engineers 

Our meeting at the AAEE was with Mr. Zorab Melikyan, President of the Armenian Chapter. 
The purpose of this meeting was to obtain information for the newly developed Georgian 
Chapter of the Association of Energy Engineers, an we hoped that the Armenian chapter could 
provide us with detailed information concerning chapter operation, challenges they have faced, 
current membership, and what type of committees they have and how they operate. 

The Armenian Chapter was established in 1998 and began recruiting members fiom throughout 
the energy industry. They currently have seventy-five members, they discuss bi-laws, charters, 
energy related concerns, and they develop seminars, newsletters, and write articles for the 
Armenian newspapers. There are twenty members of the gas distribution committee, fifteen 
members to the heat supply committee. The organization is structured with a president, vice 
president, treasurer, one member from the Armenian Energy Commission and one member fiom 
the ministry of energy. The association is self sufficient with Internet access, mail, monthly 
newsletters, and they distribute energy related information to their members on such topics as 
energy efficiency. 



In July 1998 the Association held its first International Energy Conference with participants from 
ten different countries in attendance. The conference was sponsored by the United States 
Agency for International Development, Ministry of Energy, Armgas, Resource Management 
Associates, Yerevan Municipal Heat Supply, U.S. Geological Survey, and the Association of 
Armenian Contractors. 

One of the most pressing issues for the association is the lack of money. They have been 
promised money from the Ministry of Assistance, but have yet to receive h d s .  Most members 
of which there are seventy-five, cannot pay their annual dues of thirty USD. Currently most of 
the work being done at the association is on a pro-bono basis. 

Mr. Skeath suggested possible assistance from USEA in the form of two activities. First, to have 
two representatives from the Armenian Chapter to travel to Georgia and give presentations to the 
Georgian Chapter and review the day to day operations and challenges faced during their first 
year of existence. Second, to have the AAEE participate in a joint exchange with the Republic uf 
Geor~ia D ~ ~ r i n g  t h i ~  exchange both delegations ~ ro~z ld  t r~vel  to Hungary or Pclmd to visit with 
the AEE Chapters in these countries to discuss operations, charters, committee meetings and day 
to day activities. 

Meeting with the Academy for Educational Development 

During our meeting with AED we met with Richard Shortlidge Jr., Regional Director, Anush 
Yedigaryan, Armenian Country Director, and Tamara Babayan, Program Specialist. 

We began our meeting with the request from AEC for a power market study tour that was 
scheduled for November 1999, but was postponed due to the concerns with Y2K. Mr. Shortlidge 
gave us a draft agenda of their planned power market tour. Participants will review the 
operations of a power pool and Independent System Operator during this exchange, during which 
they plan on visiting the Mid-Continent Area Power Pool (MAPP) and the New England Power 
Pool (NEPOOL). Topics will include energy transactions, pricing, dispatch services, reserves, 
and open access to transmission lines, voltage control and maintenance scheduling and planning 
for transmission and generation expansions. Representatives from the following organizations 
will participate in this activity; The Armenian Energy Commission, Ministry of Finance, 
Ministry of Energy, representatives from the transmission, distribution, generation, along with 
the Georgian National Energy Regulatory Commission. 

Mr. Shortlidge suggested we continue with the planned activity for the Armenian Energy 
Commission to visit Pennsylvania, New Jersey, Maryland Power Pool and the Pennsylvania 
Public Utility Commission, but recommended that we request that only high level members of 
the commission attend. He also suggested we include the Georgia National Energy Regulatory 
Commission. 



Mr. AIbert Skeath and I were also given a copy of AED's annual workplan and suggested we 
provide them with names of organizations in the United States that might be interested in giving 
presentations based on the information within the AED workplan. 

Interviewing potential USEA staff member and office space 

This was our second interview and it was with Mr. Yeghishe Tanashyan who currently works for 
the Tourism and Analytic Information Division. Mr. Tanashyan is very knowledgeable when is 
comes to lodging, ground transportation and interpreters, but was unfamiliar with the role and 
responsibilities of the AEC, Yerevangaz, and has no ministry contacts. We reviewed with Mr. 
Tanashyan the duties of this position and informed him he would need to have routine contact 
with our foreign partners, along with the United States Agency for International Development, 
Hagler-Bailly, and the Academy for Educational Development (AED). Other duties would 
include arranging for interpreters, lodging, ground transportation, governmental forms, arranging 
visa requii.cnents wit11 the AED, and Lo iiifonn the USENWashinglon office of the current 
political and economic situ3tion ir, Armenin. 

Friday, June 30,2000 

In the morning we visited the United Nations World Food Program where Albert Skeath and I 
made reservations to take their bi-weekly flight from Yerevan, Armenia to Tbilisi, Georgia. 
Later in the afternoon we were informed the flight was cancelled and we had to book alternative 
transportation. I gave George Kutateladze, Program Coordinator for USEA's Tbilisi office a call 
and he hired a van and driver to make the seven hour trip. 

Exit briefing with USAID - Armenia 

Our exit briefing was with Michael Boyd, Senior Energy Policy Advisor, and Nune Mkrtchyan, 
Energy Project Management Specialist. During this meeting Mr. Albert Skeath gave an 
overview of all our meetings for the entire week. 

He reviewed the meeting we had with Hagler Bailly, and Mr. Keyan's suggestion not to work 
with hydro facilities due to a management contract they are currently working on, and that the 
hydro facilities have the knowledge to maintain and operate the facility, but lack the funding to 
carry out these repairs. 

Mr. Keyan also suggested that activities on transmission and distribution should also be 
postponed due to current privatisation of the distribution sector. Mr. Keyan's concern with the 
management of the transmission system and the new management contracts might result in a 
change of management. Mr. Keyan agreed to all the proposed activities for the Armenian Energy 
Commission. 



Concerning the power market Mr. Keyan believes the IS0 concept is too elaborate for the 
Armenian system. The Armenian system should be very simple and direct. We informed 
USAID that Chairman Movsesyan spoke of a regional power market with Turkey and Georgia 
and it might be similar to that of PJM and he would like to have his organization meet with PJM 
so they can become familiar with what a power marketer does before Armenia begins this 
regional market. We also informed USAID about our meeting with AED concerning the power 
market study tour and that AED suggested we proceed with this activity as long as it includes 
only high level participants of the Armenian Energy Commission. 

We then discussed the promotion of natural gas and informed USAID that Delta Natural Gas has 
experts who deal with this topic. Mr. Keyan agreed with this topic and suggested we add 
meetings with the Gas Research Institute and ASME. The promotion of natural gas is to educate 
the public that it is cheaper to use natural gas to heat their home rather then electricity. 

We informed USAID of our mecting with the Armenian Association of Energy Engineers during 
which they showed an ifiterest in pilot programs concerning renewable energy and the activity 
concerning the promotion of natural gas. We discussed the possibility of including the 
Armenians and the Georgians on an activity where they would visit Eastern Europe and discuss 
and review the activities of European chapters of the Association of Energy Engineers. 

Albert Skeath also spoke of a suggestion by Mr. William Polen, Manager of the Energy Industry 
Partnership Program to include activities for civil society organizations, people who are directly 
affected by the government. These exchanges should incIude members of the media such as 
television, newspapers, and consumer advocates. Dr. Boyd suggested we speak to the USAID 
Democracy and Social Reform Office, because they are the organization responsible for social 
reform, and the media in Armenia. Dr. Boyd believes this to be a good idea, as long as we keep 
the focus only on energy issues. Dr. Boyd stated that currently Armenia does not have a 
consumer advocate or any other organization that's responsible for the consumers rights. 

Note: 

A copy of the completed fiscal year 2001 workplan for the Republic of Armenia is attached for 
your review along with the accomplishments of the Armenian Program for fiscal year 2000. 

A separate report will be prepared for the workplan review meetings that were held in Tbilisi, 
Georgia on July 3,2000 



ARMENIA 

FY 2001 WORKPLANS 
DRAFT 

JULY 20,2000 

Albert Skeath 
Deputy Program Manager 



Armenia Propram Accomplishments in FY 2000 

*:* Transferred knowledge from the Kentucky Public Service Commission to the Armenia 
Regulatory Commission which was used by the Armenians to develop two-part tariffs, 
service quality standards for licenses, and ethics codes for staff and commissioners. 

*:* Introduced modern metering, billing, and collections practices to YerevanGas. As a result, a 
customer billing format is being developed based on those used by Delta Natural Gas. 

*:* Assisted Yerevan Gas to purchase 100,000 meter seal tags that will used to prevent 
residential customers from tampering with gas meters. 

9 Sponsored an investment conference in nTashington, DC to provide visibility on investment 
opportunities to potential investors. This enabled Armenian energy sector personnel to 
initiate communications with U.S. investors. Several memorandums of cooperative 
understanding were signed during the conference. 

*:* Supported the formation and development of the Armenia Chapter of the Association of 
Energy Engineers through the sponsorship of the chapter president's attendance at the 
Annual AEE Conference and meetings with AEE and energy efficiency personnel in the 
U.S. The Armenian Chapter has doubled in size and has been recognized as the most 
outstanding international chapter of AEE. 

CHRONOLOGY OF ARMENIA ACTIVITIES IN FY 2000 



December, 1999 KPSC SEMINAR FOR REGULATORY COMMISSION 

Objectives: Presentation and discussion of Custer Rights and Protection 
Policies. 

Armenian 
Participants: Regulatory Commission 

Western 
Participants: KPSC 

March, 2000 DELTA NATURAL GAS SEMINAR FOR YEREVANGAS 

Objectives: Presentztttion m d  discussion on U.S. Accounting Standards. 

Armenian 
Participants: YerevanGas 

Western 
Participants: Delta Natural Gas 

April, 2000 KPSC SEMINAR ON TARIFF DESIGN AND SAFETY CODES 

Objectives: Presentations on Tariff Design and Safety Codes. KPSC 
provided copies of safety code manuals. 

Armenian 
Participants: Regulatory Commission 

Western 
Participants: KPSC 



ARMENIA FY 2001 WORKE'LAN 

1. NATURAL GAS USAGE-CODES & STANDARDS I 
Objective: To promote the use of natural gas and to review U.S. industry standards and codes. 
Participants: 4 Armenian representatives 
Date: November, 2000 
Location: Winchester, Kentucky 
Cost: $35,000 

2. NATURAL GAS USAGE-CODES & STANDARTIS I1 
Objective: To promote the use of natural gas and to review U.S. industry standards and codes. 
Participants: 4 Delta Natural Gas participa~ts 
Date: March, 2001 
Location: Yerevan, Armenia 
Cost: $35,000 

3. PROMOTION OF NATURAL GAS USAGE 
Objective: To promote the use of natural gas and to identify potential substitute uses for natural 

gas in place of electricity. 
Participants: 4 Armenian participants 
Date: June, 2001 
Location: Winchester, KY 
Cost: $35,000 

4. KPSC-INCENTIVE/PERFORMANCE BASED RATE DESIGN 
Objective: To introduce incentive and performance based rate design methodologies and 

concepts. 
Participants: 4 Armenian participants 
Date: December, 2000 
Location: Frankfort, Kentucky 
Cost: $30,000 

5. KPSC-PUBLICfCUSTOMER RELATIONS 
Objective: To review and enhance relationships between the Armenian Regulatory Commission 

and the public to improve customer education and awareness of the energy sector 
issues and to establish a means of communications for customers with the 
Commission. 

Participants: 4 KPSC participants @ 
Date: March, 200 1 
Location: Yerevan, Armenia 
Cost: $35,000 



6. KPSC-REPORTING REQUIREMENTS 
Objective: To review and discuss the reports required from private utilities by regulatory 

agencies. 
Participants: 4 Armenian participants 
Date: June, 2001 
Location: Frankfort, Kentucky 
Cost: $30,000 

7. KPSC-TELEPHONE i& WATER REGULATION 
Objective: To review the regulatory requirements in the U.S. Telephone and Water sectors to 

assist the Armenian Regulatory Commission to introduce these concepts and 
policies. 

Participants: 4 KPSC participants 
Date: September, 200 1 
Location; Yerevan, Armenia 
Cost: $35,000 

8. TRANSMISSION OPERATIONS AND MANAGEMENT 
a Objective: To provide assistance for the electrical transmission sector to improve operations, 

safety and management techniques. 
Participants: 3 Armenian participants . 
Date: October, 2000 
Location: Allentown, Pennsylvania 

a cost: $25,000 

9. POWER MARKET 
Objective: To provide an initial introduction to Power Market operations for the Armenian 

Regulatory Commission. (A future follow up activity will include representatives 
from other legislative, ministries, and the energy sector.) 

Participants: 3 Armenian participants 
Date; October, 2000 
Location: Pennsylvania and Massachusetts 
Cost: $35,000 

a lo. HYDRO POWER MANAGEMENT TECHNIQUES 
Objective: To introduce western management techniques, including accounting, finance, 

contracts, purchasing administration, and human resources. 
Participants: 3 Armenian participants 
Date: December, 2000 
Location: Various U.S. hydro stations 
Cost: $25,000 



11. HYDRO POWER OPERATIONS & MAINTENANCE 
Objective: To review operating principles, inventory management, and preventive maintenance 

programs and policies. 
Participants: 3 U.S. Hydro power managers 
Date: May, 2001 
Location: Yerevan, Armenia 
Cost: $25,000 

12. ASSOCIATION OF ENERGY ENGINEERS-DISTRICT HEAT STUDY TOUR 
Objective: To become acquainted with energy efficiency applications at district heating systems 

in Eastern Europe. 
Participants: 3 Armenian participants 
Date: January, 2001 
Location: Hungary 
Cost: $12,000 

TOTAL PROJECT ESTIMATE 
ADMINISTRATION 
TOTAL FY 2001 PROGRAM BUDGET 
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United States Energy Association 

ADVISORY MISSION 

Kentucl~jr Public Service Commission 
and the ,. 

Armenian Energy Commission . , .  

- Focusing On 

Customer Service Standards 

UNITED STATES ENERGY ASSOCIATION 

. Loeation: Yerevan, Armenia : 
Dates: August 17-27,2800 , 



Kentucky Public Service Commission //Armenia Energy Commission 

The United States Energy Association has conducted exchange visits, seminars, internships, and 
advisory missions for the Armenian energy sector for the past eight years. A highlight of the 
program has been the establishment of a regulatory partnerships with the Kentucky Public 
Service Commission and the Armenian Energy Commission. 

The Armenian Energy Commission was formed in mid-1 997 by the Republic of Armenia 
Government to regulate the electric and natural gas sectors of Armenia. In November, 1997 two 
representatives of the Armenian Energy Commission served internship programs with the 
Kentucky Public Service Commission in Frankfort, Kentucky. The second activity between the 
two commissions was a follow-up to the internship program and provided presentations to a 
larger group of Armenian regulators. The third and fourth exchanges focused on ratemaking and 
tariff design uith one activity was held in Yerevan and the other in Frankfort, Kentucky. The 
fifth activity was held in Yerevan, Armenia anc! focused on consumer service standards including 
such topics as: consumer rights and responsibilities, the certifications process, consumer 
education and protection, safety and insurance issues, and assessments on how the KYPSC funds 
their operations. The sixth activity was held in Frankfort, Kentucky and focused on the 
development of safety codes and standards with a view point of how the KYPSC enforces these 
codes, state and local compliance, with a review of the National Electric Codes and the National 
Electric Safety Codes and also discussed ethic codes. This will be the seventh activity and it will 
be held in Yerevan, Armenia and focus on information to the mass media, service quality reports, 
the influence of service quality requirements on the tariffs, and the issues concerning franchising, 
investment projects, and service quality standards. 

Objectives 

1 To review how the KYPSC interacts with the Mass Media 
2 To review KYPSC's Service Quality Standards 
3 To review the draft workplan for fiscal year 2001 for the AEC and KYPSC 
4 To identifL issue areas for possible additions to the workplan 

Program 

This program will take place in Yerevan, Armenia and consist of informal discussions and 
meetings with the United States Agency for International Development, USAID and Hagler 
Bailly to receive a better understand on what the Armenian Energy Commission has been 
working on within the last few months. 
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Kentucky Public Service Commission //Armenia Energy Commission 

Thursday, August 17,2000 

5:10 p.m. Depart Lexington on Delta flight 5782 and arrive in Cincinnati at 5:50 p.m. 

7: 15 p.m. Depart Cincinnati on Delta flight 36 and arrive at Gatwick U.K. at 8:00 a.m. 
on August 18,2000 

Friday, August 18,2000 

Day room provided at the Sheraton Skyline Hotel. Located at A4 Bath Road 
Hayes - Middlesex, UK Phone: 181-759-2535 

9:05 p.m. Depart Heathrow on Critish Air flight 6721 and arrive in Yerevan at 7:35 a.m. orr 
Saturday, August 19, Wnr! 

Check into the Armenia One Hotel located at One Arniryan Street. Phone number 
01 1-3742-525-393 and the fax is 0 1 1-3742- 15 1-803 

Monday, August 21,2000 

10:00 p.m. Meeting with the United States Agency for International Development 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior energy Policy Advisor, USAID 
P Review FYOl workplan for KYPSC 
> Discuss past activities betw.een both commission 
P Review agenda 
> Discuss current situation politically and economically in Armenia 
> Review current position of the Armenian Energy Commission 

1 :00 p.m. Meeting with Hagler Bailly 
Masoud Keyan, Executive Director 
P Updatelstatus on privatization of Armenian electric utilities 
> Discuss agenda 
> Review Hagler Bailly workplan for Armenia 
> Discuss political situation in Armenia 
> Review previous activities 
> Discuss future activities 
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Kentucky Public Service Commission //Armenia Energy Commission 

3:30 p.m. Meeting with the Armenian Energy Commission 
Vardan Movsesyan, Chairman 
P Updatelstatus on privatization of Armenian electric utilities 
> Review of recent AECIKY PSC discussions on cost of service, rate design, 

performance standards and related issues 
> Review of FYO 1 workplan with the Kentucky Public Service Commission 
> Review KYPSC Rate Design Exercise 
> Review Past Activities 
& Future Focus of Partnership 
> Issues concerning the AEC 

Tuesday, August 22,2000 

9:30 a.m. Management Audits and Alternative Ratemaking Methods 
Aaron Greenwell, Director Division of Financial Analysis 
Ralph Dennis, Assistant to the Commissioner 
P KY PSC Management Audits of Utilities 

o Management Audit Process 
o Workplans 
o Management Audits Action Plans 

NARUC Audit Manual 
KPSC Results 

P Performance Based Ratemaking: Case Study 
o Background of PBR 
o Description of Proposal 

12:OO Lunch 

1 :30 p.m. Management Audits and Alternative Ratemaking Methods 
Aaron Greenwell, Director Division of Financial Analysis 
Ralph Dennis, StagAssistant to the Commissioners 
> Performance Based Ratemaking: Case Study (con't) 

o Witness Testimony 
o Commission Decisions and Order 

> Quality of Service Indicators 
> Benchmarks 
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Kentucky Public Service Commission //Armenia Energy Commission 

Wednesday, August 23,2000 

9:30 a.m. Quality and Reliability of Service Indicators 
Michael Nantz, Engineering Technical Associate Pr. 
> Quality and Reliability of Service Indicators 

o KYPSC Prescribed Standards 
o KYPSC Inspection 
o KYPSC Investigation Process 

12:OO Lunch 

1130 p.m. Quality and Reliability of Service Indicators 
.Mirhne! Nnntz, Engieerr'vg Terhnicnl Associnfe Pr. 

Quality and Reliability of Service Indicators 
o Indicators 
o Monitoring Methods 
o Type of Reporting used by Electric Utilities 

Thursday, August 24,2000 

9:30 p.m. Case Study: Investigation of Service Failures 
Aaron Greenwell, Director, Financial Analysis Division 
Ralph Dennis, StaffAssistant to the Commissioners 
Michael Nantz, Engineering Technical Associate Pr. 
> Case Study: KYPSC complaint investigation of an electric utility's frequent 

electrical power failures 
> Background Information 
> KYPSC Staff Report 
> Utility's Responses to Staff Report 
> Recommendations 

12:OO noon Lunch 

1 :30 p.m. Case Study: Investigation of Service Failures 
Aaron Greenwell, Director, Financial Analysis Division 
Ralph Dennis, StaffAssistant to the Commissioners 
Michael Nantz, Engineering Technical Associate Pr 
> Case Study (con't) 
> Commissioners Decisions and Actions 
> Progress 
> Current Status of Service Reliability 
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Kentucky Public Service Commission //Armenia Energy Commission 

Friday, August 25,2000 

9:30 a.m. Information to the Public and Media 
Ralph Dennis, StaffAssistant to the Commissioners 
k K Y  PSC methods for informing the public and media 

o Public Hearing Process 
o Newspapers 
o Information filed by Utilities 
o Walk-ins problem solving 
o Regulations 
o Hearing Reports, Press Releases, Public Educations 
o Internet 1 KYPSC Web Page 

12:00 neon Lunch 

2:00 p.m. Debriefing with the United States Agency for International Development 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior Energy Policy Advisor, USAID 
> Partnership Plans - KYPSC 
P Future plans and activities 

Saturday, August 26,2000 

8:50 a.m. Depart Yerevan on British Air flight 6722 and arrive in London at 1 1 :45 a.m. 

2:30 p.m. Check into the Holiday Inn located at 2 Bridge Place. Phone number 0044-171 
8348123 and the fax: 0044-171-828-1099 

Sunday, August 27,2000 

1 1 : 10 a.m. Depart London on Delta flight 37 and arrive in Cincinnati at 2:35 p.m. 

4: 15 p.m. Depart Cincinnati on Delta flight 5827 and arrive in Lexington at 4:50 p.m. 
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United States Energy Association 



Delta Natural Gas Company // Yerevangaz 

Background 

In 1992, the United States Agency for International Development (USAID) entered into a 
cooperative agreement with the United States Energy Association (USEA) in a series of 
definitional missions to determine the scope of U.S. government assistance effort in the energy 
sector of the New Independent States (NIS) of the former Soviet Union. To administer this task, 
USEA and USAID jointly developed Energy Industry Partnership Program (EIPP) for the NIS. 
The objective of the EIPP is to establish long-term cooperative relationships between U.S. and 
NIS energy enterprises that provide a mechanism for the U.S. energy industry to transfer its 
experience in market-based energy production, transmission, and distribution to its counterparts 
in the NIS. Presently, the EIPP has established fifteen U.S.iNIS industry partnerships in seven of 
the twelve NIS republics. 

The partnership between Delta Natural Gas of Winchester, Kentucky and Yerevangaz of 
Yerevan, Armenia was established in 1999 and there have been three activities two reviewing the 
metering, billing, and collections of Delta's organization; and the third on account methods and 
pricing. The fourth activity will be held in Yerevan from September 7-17,2000 and cover the 
topics of cathodic protection, polyethylene pipe installation, reviewing of pressure regulations 
and modern equipment. 

Objectives 

The objectives of this visit are as follows: 

1) To determine specific methods, procedures, and technologies which can be implemented 
at Yerevangaz in order to improve the operations of their gas pipeline. 

2) To review Delta Natural Gas's installation process for polyethylene pipe 
3) To discuss and review regulated gas pressures 
4) Review Gas Pricing and Financial Areas 
5) Discuss Accounting Areas 
6) To identify issue areas for possible additions to our fiscal year 2001 workplan 

Program 

This program will consist of informal discussions and meetings with the United States Agency 
for International Development, USAID contractors and other energy related organizations to 
provide guidance in determining the USEA program for Delta Natural Gas Company and 
Yerevangaz 
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Delta Natural Gas Company // Yerevangaz 

Thursday, September 7,2000 

5: 10 p.m. Depart Lexington on Delta flight 5782 and arrive in Cincinnati at 5:50 p.m. 

7: 15 p.m. Depart Cincinnati on Delta flight 36 and arrive at Gatwick U.K. at 8:00 a.m. 
on September 8,2000 

Friday, September 8,2000 

Day room provided at the Sheraton Skyline Hotel. Located at A4 Bath Road 
Hayes - Middlesex, UK Phone: 181-759-2535 

9 0 5  p.m. Depart Heathrow on British Air flight 6721 and arrive in Yerevan at 7:35 a.m. an 
Saturday, September 9, 2000 

Check into the Armenia One Hotel located at One Amiryan Street. Phone number 
01 1-3742-525-393 and the fax is 01 1-3742-1 5 1-803 

Monday, September 11,2000 

9:30 p.m. Meeting with the United States Agency for International Development 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior Energy Policy Advisor, USAID 
9 Review Armenian Privatization process 
> Review the Promotion of Natural Gas Usage 
> Discuss past activities between both utilities 
9 Review agenda 
> Discuss current situation politically and economically in Armenia 

1 1 :00 a.m. Meeting with Hagler Bailly 
Masoud Keyan, Executive Director 
9 Review Armenian Privatization process 
> Review the Promotion of Natural Gas Usage 
9 Discuss agenda 
P Review Hagler Bailly workplan for Armenia 
9 Discuss political situation in Armenia 
> Review previous activities 
> Discuss future activities 
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Delta Natural Gas Company N Yerevangaz 
- 

I :00 p.m. Presentations provided by Yerevangaz on the following Topics 
Samvel Mheryan, General Director 
R Yerevangaz Accounting System 
3 Types of Computer Systems and Applications 
R Organizational Chart 
3 Gas usage, Promotional Efforts 
R Plastic Pipe vs. Steel Pipe and above ground vs. below 
R Review Cathodic Protections and Leak Survey 
P Review Meter reading practices and Repairs 

4:30 p.m. Workplan Development for Future Activities 
(Due to Glenn Jennings Early Departure) 
Anthony Bitonti, Senior Program Coordinator, EIPPfbr Eurasia 
* Topics 

Schedulc 
Proposed future activities 

Tuesday, September 12, 2000 

9:30 a.m. Overview of Delta Natural Gas Company 
Glenn Jennings, President and CEO 
R Review past activities with Armenia 
R Segregated Components - Production, Transmission, Distribution 
R Regulated by the KY Public Service Commission 
P Supplies of Natural Gas 

o United States 
o Mexico 
o Canada 
o Offshore 
o Competitive 

P Competition 
P Growth of Service and Acquisitions 

10:OO a.m. Subsidiaries of Delta Natural Gas Company 
Glenn Jennings, President and CEO 
3 Enpro, Inc. Owns and Operates Oil and Gas Production 

Delta Resources, Inc. Buys and Sells Gas, primarily to industrial and large 
commercial customers on Delta's System 

R Delgasco, Inc. Buys and Sells gas, primarily to off-system markets 
R Subsidiaries are not Regulated 
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Delta Natural Gas Company // Yerevangaz 

10:30 a.m. Planning 
Glenn Jennings, President and CEO 
John Brown, Controller 
P Five Year Projection-Capital and Operations 
P Financial Projections used to plan cash needs 

o Cash Flow from Operations 
o Dividend payments 
o Capital Expenditures 
o Debt Repayment 
o Determine needed credit line 
o Determine long term financing needs 

P Review Operating and Capital Budget 
> Consider Rate Case each year after budget is developed 
$. Budget Reporting Review 1 Discussion 

11 :30 p.m. Review Tariffs and Rate Setting 
Glenn Jennings, President and CEO 
> Review Transmission / Distribution Tariffs 
P Procedures for Changes to Tariffs 
> Public Service Commission Filing Considerations 

12:00 noon Lunch 

2:00 p.m. Review Pricing Policy and Consumptions 
Glenn Jennings, President and CEO 
P Approximately 40,000 customers 
P Monthly Customer Charge by Customer Class 
P Consideration of Competition 
P Interruptible Customer 
P Unit prices decline as volume increases 

3:00 p.m. Review Delta Natural Gas Accounting Systems 
John Brown, Controller 
9 Organizational Chart 
P Accounting System Hierarchy 
P Basic Accounting Assumptions 
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Delta Natural Gas Company // Yerevangaz 

4:00 p.m. International Accounting Standards 
John Brown, Controller 
> Goal of International Accounting Standards 
> Standards for Countries that choose not to develop their own 
> Stock Exchange 
> Investment Opportunities 
> Advantages of Using International Accounting Standards 

o Understandability 
o Comparability 
o Transparency 
o Credibility of reporting 
o Ability to attract investors 

Wednesday, September 13,2000 

9:30 a.m. Review Cathodic Protection 
James Nelson, Manger of Engineering 
> Transmission 
9 Distribution Systems 
> Facilities 

10:30 a.m. Methods used to prevent atmospheric corrosion on above ground pipe 
James Nelson, Manager of Engineering 
9 Coatings 

o Epoxy's 
o Fusion bonded to steel pipe 
o Coal tar combined with felt layer and Kraft paper 

> Avoid dissimilar metals in contact with each other 
o Plastic tape on weld joints 
o Inspection and repairs on holes required 

1 1 :00 a.m. Anodes used to prevent electrolytic corrosion on buried pipe 
James Nelson, Manger of Engineering 
> Magnesium Anodes at proper spacings required 
9 Electric Currents 
> Periodic Monitoring of cathodically protected pipelines 

o Read pipe to soil voltage readings 
o Eliminate shorts, replace anodes 
o Analyse readings, take corrective measures 

12:OO noon Lunch 
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Delta Natural Gas Company // Yerevangaz 

1 :30 p.m. Cathodic Protection with Electric Current produced by Rectifiers 
James Nelson, Manger of Engineering 
P Rectifiers Convert AC electric power to DC and control voltages 
P DC voltage forces the anodes to cathodically protect the pipeline 
P Voltages and DC current my be monitored monthly 

o Read pipe to soil voltage readings 
o Eliminate shorts, replace anodes 
o Analyse readings, take corrective measures 
o Adjust rectifiers voltage as necessary 

2:30 p.m. Polyethylene Pipe Production 
Jonathan Morphew, Director, Engineering Services 
9 Rules and Regulations 
"r. Polyethylene Composition 
> Polyethylene Tests and Dcsign 

3:00 p.m. Comparisons of Polyethylene Pipe and Steal Pipe 
Jonathan Morphew, Director, Engineering Services 
9 Toughness 
9 Abrasion 
9 Corrosion 
9 Life Expectancy, Weight, Flexibility, and Cost 

4:00 p.m. Assembly of Polyethylene Products 
Jonathan Morphew, Director, Engineering Services 
9 Saddle Connection 
9 Socket Connection 
9 Butt Connection 
9 Permasert Connection 
9 Electrofusion Connection 

4:30 p.m. Operation of Polyethylene Systems 
Jonathan Morphew, Director, Engineering Services 
9 Analogy of Distribution Systems 
9 Maximum Allowable Pressure of Distribution System 
9 Distribution System Modelling 
9 Distribution System by Insertion 
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Delta Natural Gas Company // Yerevangaz 

Thursday, September 14,2000 

9:30 a.m. Review Types of Gas Meters 
James Nelson, Manger of Engineering 
Jonathan Morphew, Director, Engineering Services 
P Diaphragm, Rotary, Turbine, Orifice 

10:30 a.m. Regulatory Requirements 
James Nelson, Manger of Engineering 
Jonathan Morphew, Director, Engineering Services 
P Meter Testing 
P Frequency of Testing 
P Meter Repair or Adjustment 
P Meter Correction 
> Public Service Commission Regulation Exemptions 

1 1 :30 a.m. Lunch 

1 :30 p.m. Delta Presentations on Metering, Billing, and Collections 
John Brown, Controller 
Meter Reading 

Account info transfer to system 
Hand held meter reading unit 

2- Account screen 
Acquiring readings 
2- Frequency 
2- Responsible party 
2- Entering reading 
2- Manual reads 
22 Electronic radio transponders 

Billing / Accounting 
2- Data transfer from hand held meter reading unit to IBM ~ ~ 4 0 0  computer 
;., Editing / Bill calculation process 

2- Meter read edit 
* Re-Reads 
;., Bill calculations 

Bill review and corrections 
Recalculation of corrected bills 

Bill Printing and mailing 
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Delta Natural Gas Company // Yerevangaz 

Collections 
* Payment options 

2- Walk in (cash, checks, money orders) 
* Mail (checks) 
* Electronic Funds transfer 

* Bill inquires 
22 Informational 
22 Results in re-read and / or adjustments 

* Due date 
22 Payment plans or negotiations 

* Extended payment agreement 
* Government assistance 

* Final Notice 
* Collections fee service orders 

r Ccl!ec:ion fee service orders printed at system 
22 Review and decision made to run 
2- Collection fee service orders and money pouch distributed to 

Customer Service Representative 
* Collection procedure 
* Options for the customer 

- 2- Make payment 
22 Payment arrangement 
* Disconnect service 

Administer collection charge 
* Reconnecting customer 
2- Final Bills 1 Bad debt write off 

2- Final Bill 
2- Final reminder 
2- Second reminder 

* Accounts written off 
2- Accounts turned over to collection agency 
2- Bad debt ledger 
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Delta Natural Gas Company // Yerevangaz 

4:00 p.m. Instruments & Equipment used in Operation & Maintenance of Gas System 
James Nelson, Manger of Engineering 
3 Combustible Gas Indicators 
3 Toxic Gas Indicators 
P Oxygen Level Indicators 
3 Pipeline Indicators 
> Odorometers 
> Corrosion Instruments 
> Pressure Calibration Instruments 
3 Engineering Survey Instruments 
P Radio Meter Reading - ERTs 
> Lap Top Computers 

9:30 a.m. Questions and Answers 
John Brown, Controller 
James Nelson, Manager of Engineering 
Jonathan Morphew, Director, Engineering Services 

12:OO noon Lunch 

2:00 p.m. Debriefing with the United States Agency for International Development 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior Energy Policy Advisor, USAID 
> Partnership Plans and Activities 

Saturday, September 16,2000 

8:50 a.m. Depart Yerevan on British Air flight 6722 and arrive in London at 11 :45 a.m. 

2:30 p.m. Check into the Holiday Inn located at 2 Bridge Place. Phone number 0044-171- 
8348 123 and the fax: 0044-171-828-1099 

Sunday, September 17,2000 

11: 10 a.m. Depart London on Delta flight 37 and arrive in Cincinnati at 2:35 p.m. 

4: 15 p.m. Depart Cincinnati on Delta flight 5827 and arrive in Lexington at 4 5 0  p.m. 
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United States Energy Association 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHE PROGMM 

ADVISORY MISSION BETWEEN I1 
MIGHGAN PUBLIC SERVICE CO1MPMISSION 

and 
GEORGIAN NATIONAL ENERGY REGULATORY COMMISSION 

, ,  

Foeusing On 

Rate Design 
* * * * * *  

Sponsored by 

U.S, AGENCY FOR INTEWNr$TIONfi DEWLOPMENT n 
And Il 

hTNIT'ED STATES ENERGY ASSOCIATION . ,  I/ 
Location: Tbilisi, Georgia 

Dates: May 4-14,2000 

Participants 
Robert Nelson, Commissioner, Michigan Public Service Commission 
George Stojic, Supervisor, Financial rhnalIysis and Accounting, MPSC 

Susan Crimmins Devon, Supervisor, Auditing and Tariff, MPSC 
MichelI Miser, Director, Licensing and Enforcement Division, MPSC 

Michael Kidd, Director, Gas Division, MPSC 
Anthony Bitonti, Program Coordinator, Energy Industry Partnership Program 



Michigan Public Service Commission // Georgian National Electric Regulatory Commission 

Thursday, May 4,2000 

4:00 p.m. MPSC representatives travel from Detroit to Cincinnati on Delta flight 5216 and 
arrive in Cincinnati at 5:04 p.m. 

7:15 p.m. Depart Cincinnati on Delta flight 36 and arrive at London Gatwick at 8:00 a.m. on 
May 5,2000 

Friday, May 5,2000 

9:00 a.m. Day room provided at the Sheraton Skyline Hotel. Located at A4 Bath Road 
Hayes - Middlesex, UK Phone: 181-759-2535 

8:00 p.m. Delegation departs London on British Air flight 6721 and arrives in Tbilisi, 
Georgia at 6:00 a.m. on Saturday, May 6,2000 

7:00 a.m. Delegation checks into the Sheraton Metchi Palace. 
Phone number 01 1-995-32-94-64-44 

Saturday, May 6,2000 

Recovery Day in Tbilisi 

Sunday, May 7,2000 

Recovery Day in Tbilisi 

Monday, May 8,2000 

9:00 a.m. Meeting at the Agency for International Development 
Herbert Emmrich, Senior Energy Advisor, Mission to the Caucasus 
P Overview of USAID 
P Energy Program 
P Focus and Objectives of USAID 
P Review of the Regulatory Agency In Tbilisi, Georgia 
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MicRigan Public Service Commissioiz //Georgian National Electric Regulatop Commission 

1 1 :00 a.m. Meeting with Hagler Bailly 
Joellyn Murphy, Chief of Party 
> Energy Sector Restructuring 
> Pilot Program for Georgian National Energy Regulatory Commission 
9 Formation of Georgian's Energy Commission 
9 New Energy Law's 

2:30 p.m. Meeting with the Georgian National Energy Regulatory Commission 
EIizbar Eristavi, Chairman 
9 Review Seminar Agenda 
9 Formation of Energy Commission 
9 Major Issues and Concerns 
9 History of Georgian Commission 
3. Review of Regulated 1.Jtilities in Georgia 
"r Georgian Energv Commission Organization 

Tuesday, May 9,2000 

10:OO a.m. Utility Franchise and Competitive Licensing 
Robert Nelson, Commissioner 
Mick Hiser, Director, Licensing and Enforcement Division 
9 Licensing Overview 

o Definition 
o Purpose 

> Historical Development In Michigan 
o Utility Franchises 
o Vertical Integration 
o ConsolidationlMonopoly Characteristics 
o Inter-Jurisdictional Relationship 

> Federal / State / Local 
9 International 

> Michigan Regulatory Experience 
o Legislative Foundation 
o Regulatory Foundation 
o Electric Industry Segments 

9 Transmission/Transportation 
> EnergyICommodity 
> Distribution 

o Key Rules, Conditions of Service, Safety & Environmental 
Requirements, etc.) 

> Industry Restructuring 
o Service Unbundling And Deregulation 
o Licensing requirements in the Increasingly Competitive Industry 
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Michigan Public Service Commission // Georgian National Electric Regulatory Commission 

1 :30 p.m. Continuation of Utility Franchise and Competitive Licensing 
Robert Nelson, Commissioner 
Mick Hiser, Director, Licensing and Enforcement Division 
> Design and Implementation of Effective Utility Licensing 

o Legal Foundation 
o Administrative Support 
o Participant Acceptance 
o Key Design Features 

> Supervision and Enforcement 
o Reporting Requirements 
o Policing Responsibility 
o Enforcement Responsibility 
o Penalties and Sanctions 

Wednesday, May 10,200l 

10:OO a.m. Natural Gas 
Michael Kidd, Director, Gas Division 
> MPSC Gas Division 
> Division Objectives 1 Goals 
> Organizational Structure 

o Sections responsibilities 
o Personnel 
o Typical Work 

> Natural Gas Industry Overview 
o Interstate (Federal) . 
o National Statistics 
o Intrastate (State) 
o Michigan Statistics 

> Natural Gas Supply Acquisition 
o Regulated Transportation Services 

> Normal Tariff Rates 
> Special Contracts 

o Regulated Gas Supply 
> Gas Cost Recovery Proceedings 
P Utility Gas Purchasing Policies 
> Normal Contracts 

o Unregulated Gas Supply Transactions - Gas Commodity Supplies 
> Utility Customers 
> Gas Utilities 
> Marketers 
> Normal Contracts 
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MicJzigan Public Service Commission //Georgian National Electric Regulatory Commission 

1 :30 p.m. Technical Parameters for Natural Gas Certification 
> Obligation to Provide Service 

o Public Convenience and Necessity 
o Gas Sales Restrictions 
o Gas Curtailments 
o Technical Standards for Gas Service 
o Engineering, Construction, Operation and Maintenance 
o Other Utility Functions 

> Gas Pipeline Safety 
o Minimum Safety Standards 
o Enforcement of Standards 
o Accident Investigations 
o Customer Attachment Programs 

Thursday, May Id, 2008 

10:OO a.m. Natural Gas Rate DesignJTariffs (Susan Devon) 
Suzan Crimmins Devon, Supervisor Auditing and Tarlff 
P Cost of service basis 

P Allocation of Revenue Requirements 
> Design of Rates 

o Selection of Rate Classes 
P Sales Customers 
P Transportation Customers 

> Selection of Rate Structure 
o Customer Charge 
o Distribution Charge 
o Commodity / Transmission Charge 

> Calculation of Rates 
> Other Regulated Services 

o Load Balancing 
o Storage Services 
o Off-System Transportation 

P Other Unregulated Services 
o Title Tracking 
o Gas Loans 

> Special Contract Rates 
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Michigan Public Service Commission //Georgian National Electric Regulatory Commission 

1 :30 a.m. Electric Rate DesignITariff 
George Stojic, Supervisor, Financial Analysis and Accounting 
P Allocation of revenue requirement 

o Integrated service 
P Cost Allocation Process 
(I)  Functualization 
(2) Classification 
(3) Allocation 
P Customer Characteristics by Class 
(4) Load Profile 
(5) Load Factors 
(6) Types of Demand 
> Rate Calculation 

Friday, May 112,2000 

10:OO a.m. Capital Recovery Methods 
George Stojic, Supervisor, Financial Analysis and Accounting 
P Recovery Issues 

o Revenue components 
o Rate making criteria 
o Other 

> Traditional rate base approach 
P Levelized/fixed charge rate approach 
> Inverted revenue approach 

1 :00 p.m. Uncollectibles/Thefi (Robert Nelson) 
Commissioner 

4:30 p.m. Exit Briefing with the U. S. Agency for International Development 
Herbert Emmrich, Senior Energy Advisor, Mission to the Caucasus 
P Review Seminar Results 
> Discuss future Activities 

Saturday, May 13,2000 

9:25 a.m. Depart Tbilisi on British Air flight 6722 and arrive in London at 1 1 :45 a.m. 

1 :00 p.m. Check into the Holiday Inn located at 2 Bridge Place. Phone number 0044-1 71 - 
8348 123 and the fax: 0044-1 71-828-1099 

- 
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Micltigan Public Service Commission //Georgian National Electric Regulatory Commission 

Sunday, May 14,2000 

1 1 :  10 a.m. Depart LondodGatwick on Delta flight 37 and arrive in Cincinnati at 2:35 p.m. 

4:30 p.m. Depart Cincinnati on Delta flight 777 and arrive in Detroit at 5:34 p.m. 
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Trip Report 

United States Energy Association 

Michigan Public Service Commission 

And 

Georgian National Energy Regulatory Commission 

Advisory Mission 

Tbilisi, Republic of Georgia 

May 4 - 14,2000 

Prepared By: Anthony J. Bitonti 
Senior Program Coordinator 
Energy Industry Partnership Program 



UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

ADVISORY MISSION BETWEEN 

e 
MICHIGAN PUBLIC SERVICE COMMISSION 

and 
GEORGIAN NATIONAL ENERGY REGULATORY COMMISSION 

Focusing On @ 

Rate Design 
* * * * Jh * 

Sponsored by a 
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Tbilisi, Georgia 
Dates: May 4-14,2000 

Partici~ants 
Robert Nelson, Commissioner, Michigan Public Service Commission 

George Stojic, Supervisor, Financial Analysis and Accounting, MPSC 
Susan Crimmins Devon, Supervisor, Auditing and Tariff, MPSC 

Michel Hiser, Director, Licensing and Enforcement Division, MPSC 
Michael Kidd, Director, Gas Division, MPSC 

Anthony Bitonti, Program Coordinator, Energy Industry Partnership Program 



still had to file under the old Soviet style book keeping. Mr. Argo was suggested we focus hture 
activities on the transparency of the hearing process, along with public awareness on safety issues. 

We(Cnesdav, Mnv 10, 2000 

Elizbar Eristavi, Chairman of the Georgian National Energy Regulatory Commission, made 
opening remarks for the seminar. Chairman Eristavi welcomed everyone to the seminar and 
stated there was no need for introductions because everyone has known each other for the past 
two years. 

Mr. Michael Kidd, Director, Gas Division opened the seminar and stated that the purpose of the 
gas division presentations was to review and identify the gas division objectives and goals, identify 
division section responsibilities, review employee numbers and educational requirements and 
identi5 typical work functions. 

Michael Kidd gave a brief review of the natural gas industry with an overview on the federal 
regulation and a review of general natural gas industry statistics at the national and state level to 
give the Georgian Regulatory Commission a reference point or background of the gas industry in 
North America and Michigan. 

Mr. Kidd discussed the technical aspect of regulating the natural gas industry. This included the 
regulatory involvement related to the acquisition and pricing of natural gas supplies, the gas 
utilities obligation to serve existing customers and provide service to new customers, the utilities 
ability to manage their system during interruptions of supply, the technical standards or rules that 
need to be met when providing gas service to customers, and the typical engineering and 
operational features of gas systems in Michigan. 

The Michigan Public Service Commission's gas pipeline safety program was reviewed including 
the pipeline statute, the partnership with the federal government and a review of the gas pipeline 
safety standards. 

Mr. Kidd also conducted a break out sessions with the Director of the Gas Division and his staff 
to discuss in greater detail technical standards, new technologies, licensing, technology on leak 
survey, corrosion control, pressure regulations, he also discussed U.S. standards on gas pipelines 
for utility manufactures. The MPSC regulates the guidelines for these standards and codes. 



Thursdnv, Mav 11,2000 

Commissioner Robert Nelson and Mick Hiser, Director of Licensing and Enforcement gave 
presentations on Utility Franchise and Licensing. The presentation on utility franchise and 
licensing provided a comprehensive examination of utility regulation of energy companies in 
Michigan through examination of franchise and licensing requirements and obligations. Some of 
the topics that were discussed included: an overview of the role of government intervention in a 
market economy; the consolidation of the electric utility industry into vertically integrated 
monopoly companies and subsequent development of the franchise concept with government 
regulatory oversight; an overview of relevant utility statutes, administrative rules and service 
standards to govern the electric utility industry; examination of industry restructuring in the 
electric industry to deregulate the supply component of the industry; the development of supplier 
licensing in the emerging competitive supply segment of the energy utility industry to retain 
selected oversight of essential energy supply services in a less intrusive manner than under the 
highly regulated, utility franchise paradigm; and exploration of successful design, implementation, 
and enforcement of franchise obligations and licensing requirements. 

Sue Devon, Supervisor, Auditing and Tariff gave her presentation on the basic principals of 
natural gas pricing and natural gas rate design. Mrs. Devon began with the objectives in setting 
rates stating the MPSC is responsible for protecting the ratepayers interest, insuring safe, reliable 
and reasonable gas prices and to fairly distributing the cost among its customers. Mrs. Devon 
reviewed the Rate base regulation in determining revenue requirements the allocation of revenues 
to various rate classes and the design of rates for each class. Cost of Service study was reviewed 
including the breakdown of fbnctionalization, classification, and allocation. We reviewed the four 
main cost fbnctions such as production, storage, transmission, and distribution, which are all 
included in the hnctionalization of cost. Mrs. Devon also reviewed the design rates for 
residential, commercial and industrial customer. 

Mrs. Devon also participate,d in private meetings during the conference where she went into 
greater detail concerning customer charge and calculation, gas rates design, cost of capital, and 
how a commission determines its return on equity, including the determination of utility profit. 

Fridnv, Mnv 12, 2000 

Mr. George Stojic, Supervisor, Financial Analysis and Accounting discussed and gave 
presentations on Electric Rate Design and Tariff methodology which included the principles of 
cost allocation to various customer classes based upon cost causation concept. The process 
began with the fbnctionalizing plant and operations costs in order to assist in the allocation. The 
next step is to classifjr plant into demand, energy, customer, and A&G components to reflect the 
cost causation principle with the actual costs associated with the design, construction and 
operation of the system. Mr. Stojic's presentation reviewed the role of load research, the use of 
system of accounts, and incorporates an actual, simplified but realistic example of the entire 
process. He also discussed some of the issues considered by the Commission in adopting final 
rates for each customer class. 



The afternoon session began with Mr. Stojic covering various capital recovery methods used by 
the Michigan Commission as well as other Commissions throughout the country The discussion 
began by briefly discussing the various components of utility costs and why capital costs are 
handled differently than other costs. He then described the three general methods of capital cost 
recovery and then illustrated how each of these methods has been used by the Michigan Public 
Service Commission. 

The afternoon session was an exit briefing with Mr. Herbert Emmrich, Senior Energy Advisor for 
the United States Agency. The MPSC discussed the outcome of the seminar and gave their 
personal opinion on what needs to be done by the Georgian National Energy Commission to 
better implement western commission rules and regulations. USAID proposed we focus future 
exchanges on the involvement of the public in the hearing process and how the Georgian National 
Energy regulatory Commission can better supply information to the general public including the 
public hearing process and customer safety programs along with commission rules and 
reguiations. and possibly the code of ethics or conflict of interest issues. They also need to 
develop a public relations department to better inform the public of what the commission doe5 ar~d 
why. This department would also be in charge of holding public hearings, and handle any 
customer complaints. 



Description of Meetings 

Monrlnv, Mnv 8,2000 

An in-country briefing was scheduled with the ofices of Hagler Bailly where the MPSC met with 
Joellyn Murphy, Chief of Party; Maia Tevzadze, Energy Policy Advisor; and Leszek Kasprowicz, 
Senior Associate. Joellyn Murphy gave the delegation three different reports produced by Hagler 
Bailly: 1) A report on Regulatory Enforcement Procedures of the Georgian National Energy 
Regulatory Commission; 2) An update on issues and developments in the Georgian Energy 
Sector; and 3) A Regulatory Status Assessment for the Georgian National Energy Regulatory 
Commission. 

In the electric sector, the most recent development is the closure of the Gardabani Units 9 & 10 
(the largest thermal generating units in the Georgian system) because AlES will assume ownership 
and operational control on April 10, 2000. This will put AES in a better position to pay for gas 
imports and ensure gas supply to Georgia. This should also have an impact on the electricity 
supply situation especially during the winter when Georgia is dependent on the thermal power for 
electricity generation. 

We discussed the continuing collection problem and poor financial discipline in the power sector, 
including an organization that goes door to door looking for energy violations called 
"GosEnergohadzoz." These are people who work for the Ministry of Energy and go from house 
to house checking for energy violations. They find a violation and proceed to fine the customer 
and collect the money while they wait. The bulk of this money is going to the Ministry of Energy 
with 30 percent of the fine going to the inspector. 

In the afternoon a press conference was held at the ofices of the Georgian National Energy 
Regulatory Commission. This included about 25 people and a host of newspaper organizations 
and one television company. Chairman Eristavi gave an overview of the weeks program and I 
gave an overview of the USEA EIPP program, discussed past activities between the two 
commissions and answered questions from the audience. 

Tuesdav, Mnv 9,2000 

The Georgian National Energy Regulatory Commission's offices were closed due to the holiday 
to commemorate the end of World War 11. 

The Michigan Public Service Commission met with Peter Argo, Director, Office of Energy and 
Environment and Eka Aladashvili, Project Development Specialist/Legal Issues for the Ofice of 
Energy and Environment. Mr. Argo spoke of AES who is re-metering the entire city of Tbilisi 
and has completed about 80 percent. They will have the entire city re-metered by the end of this 
year. He also spoke of AES who plans on getting involved in the gas industry of Georgia to help 
with the electrical peaks. Mr. Argo discussed the International Accounting Standards stating that 
most organizations were using the new IAS, but due to Georgian law and tax purposes all utilities 
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Suzan Crimmins Devon, Supervisor, Auditing and Tariff 

Georgian National Energy Regulatory Commission 

Elizbar Eristavi, Movseyan, Chairman 
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Dimitri Namgaladze, Head of Gas Department 
Ilia Kherodinashvili, Gas Department 

Justa Pkhaladze, Gas Department 
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Energy & Environment Training Program (EETP) 
Office of Energy, Environment, & Technology 

Global Bureau Environment Center 

COURSE ANNOUNCEMENT: EMISSIONS TRADING FOR ENVIRONMENTAL PROTECTION 

The Global Bureau, Center for Environment, Office of Energy, Environment and Technology (G/ENV/EET) 
is pleased to announce the EETP's three-week course: Emissions T d n g  for Environmental Protection. 

Applications due: March 10, 2000 
Course starts: May 15,2000 
Course ends: June 2,2000 
Location: Washington, DC: 
Participants: Up to 35 senior and nlid-lzvei policy analysts, economists, energy advisors and 

other officials responrih!e fnr mitigation of environmental pollutants and other 
emissions within government, regulatory agencies, NGOs, industry and commodity 
trading firms. 

Missions are requested to announce this course to government agencies, non-profit organizations, financial 
institutions, consultants, universities and any other public and private sector agencies and firms responsible 
for developing or participating in an emissions trading market for the purpose of reducing pollutant and 
other emissions to the atmosphere. 

USAID points of contact for the course are Mark Murray (202/712-1656, or mmurray@usaid.gov), Ms. 
Nohemi Zerbi (20217 12-5424 or nzerbi@usaid.gov), or Ms. Janis Wooden-Johnson (jwooden- 
johnson@usaid.gov or 2021712-1672), or by fax at 2021216-3230. 

The Prime Contractor for the course is the Institute of International Education (IIE), and the contacts are Ms. 
Francine Steininger (2021326-7706 or fsteininger@iie.org) and Ms. Marti Soroka (2021326-7799 or 
msoroka@iie.org). 

What is the Course? 

The objective of this three-week course is to instruct senior and mid-level staff from developing countries in 
the design, development, and implementation of economic instruments - in the form of c o v o d i t y  markets 
- to mitigate environmental pollutants and other emissions. The emphasis will be on emissions to the 
atmosphere that have either local, regional or global impacts. Participants will learn the theory and 
application of emissions trading, alternative forms of emissions trading, operations of a commodity market, 
lessons learned from existing air emissions trading schemes, legal and regulatory framework for emissions 
trading and procedures for implementing an emissions trading regime. 

The outline for the course is as follows: 
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train in^ Outline 
I. History of Economic Instruments for Environmental Protection 

A. Alternative Economic Instruments 
B. Application of Instruments 
C. Theory/Economics of Emissions Trading 
D. Forms of Emissions Trading 

II. Experience with Emissions Trading 
A. Past Applications and Experience: 

i. U.S. 
ii. International 

B. Lessons Learned 
C. BilateraVCommodity Market Operation 
D. Future Trading Applications 

III. Emissions Trading: Implementation Issues 
A. Defining Emissions Market 
B. Emissions Baseline, Sources 
C. LegalfKegulatory Framework 
D. Trading CapBudget 
E. Permit Allocation Procedure 
F. Revenue Recycling 
G. Energy Sector Implications 

IV. Hands-on Trading Experience 

V. Establishment of Emissions Trading System 
A. Source Identification 
B. Baseline Emissions 
C. LegaVRegulatory Requirements 
D. Permit Allocation Procedures 
E. Emissions MonitoringiReporting 
F. EnforcementPenalties 
G. CommodityLF3ilateml Trading Market 
H. Interpollutant/Intertemporal Tmding 

VL Issues in International Emissions Trading 

In addition to presentations by the principal lecturers, leaders in the field of emissions trading will make 
presentations on state-of-the art policy design, market development and commodity trading exchanges. 

Who are the ideal participants? 

The Emissions Trading for Environmental Protection course is designed for those individuals who will 
engage in the various elements of an emissions trading market in relation to environmental protection issues. 
Participants should be from within the ministries of economic planning, policy, finance, energy and/or 
environment as well as from industry and utilities. Participation by women, NGOs, and individuals from the 
private sector is strongly recommended. * 
Please be advised that selection is competitive (35 seats are available) and will be based on candidate 
qualifications. Participants should: 

1. Have strong understanding of the energy and/or electric power market together with the applicable 
environmental regulations that are pertinent to those sectors. 

e 
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2. Hold a bachelor's degree or higher in citylpublic administration, engineering, environmental science 
or a related management or technical discipline. 

3. Have current or future responsibility for activities where subject training will be utilized. 

4. Have a minimum English proficiency at TOEFL 500 or ALIGU 240 (total on three subject tests: 
usage, listening, reading). Participants must understand, speak and write English well, since all 
course work will be conducted in English. 

What conditions apply to the training? 

EETP courses are conducted at an advanced professional level. Participants will receive an evaluation 
report as a measure of progress, but they will not receive graduate-school credit. Evaluation of participants' 
performance will be transmitted to mission for conveyance to their employers. Participants should: 

1. Be nortlinated to Mission by employer. 

2. Agree to attend the entire program and return to hisher job on completion of the course, as per J-1 
visa conditions. Participation in the course is a full-time job. Only those candidates who are 
determined to work a minimum of forty hours a week for the duration of the course should apply. 
G/ENV/EET and IIEEETP will require anyone who cannot or will not work full time to return 
home immediately. 

3. Because of the heavy workload, participants may not bring spouses or other dependents (see 
ADS253). If spouse arrives with participant, spouse will be asked to leave immediately, with or 
without participant. 

4. Employer must agree in writing to the proposed training plan, continue payment of participant's 
normal salary during course, and continue participant's employment upon successhl completion of 
the course. 

5. No one, without exception, will be allowed to remain in the United States at the end of the tour. 
Each participant must sign an agreement to return to his or her employment immediately upon 
completion of the tour. Participants should be informed that they will not be eligible to apply for an 
immigrant or temporary work visa for a period of two years after completing the training, as is 
stipulated in rules governing the J-1 visa. 

What is the application procedure? 

Missions interested in nominating participants should email or cable nominations to GIENVEET, Mark 
Murray. Nominations must include each candidate's full name, employer, job title, job description, years of 
experience, academic background, training objectives, and ALIGU or TOEFL scores. An application is 
attached to this document. Please fax or pouch completed applications signed by both candidate and 
employer to G/ENV/EET, Mark Murray, Nohemi Zerbi, or Janis Wooden-Johnson. Application must be 
received by one of these individuals by the due date. 
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Who pays for what? 

G/ENV/EET/EETP will provide tuition, living allowance, health insurance, and other allowances in 
accordance with USAID ADS253. Please note that tuition is paid up front for all EETP courses and is not 
refundable. Last minute cancellation result in a loss of scarce training program funds. 

Please Note: 

1. Participants' international airfare and other international transportation costs are NOT covered by 
G/ENV/EET under this program. Participants are expected to have their employer cover the cost of 
international airfare. In some cases, USAID Mission's may elect to sponsor such costs or to seek 
other sources of sponsorship for such costs. 

2. While participants will have access to computers due to the nature of the course, participants will 
NOT necessarily be provided with individual computers, nor have access to internet while in the 
prograti. If needed, participants should make their own arrangements such as bringing dleir owrl 
laptop =dot making arrangements for internet access. 

3. Because this is participant training governed by USAID ADS253, Missions should be prepared to 
provide the local in-kind support required administering the regulations (e.g., receipt of medical 
certifications for Health & Accident Coverage insurance, J-1 visas, English language verification, 
etc.). 

What is the EETP IQC? 

The Energy & Environment Training Program (EETP) IQC is both a contractual mechanism designed to 
deliver training services, and a program sponsored by the Global Bureau Environment Center's Office of 
Energy, Environment, & Technology (G/ENV/EET). The EETP IQC delivers training services and 
programs such as needs assessments; workshops; medium and short term training courses; study tours; 
stakeholder partnerships and exchanges; educational and informational outreach programs; and alumni 
programs. Other training services and programs can be provided in the sector areas of Energy and 
Environmental Infrastructure and Technology Transfer, Energy Sector Policy and Planning, Energy 
Efficiency, Renewable Energy, Climate Change & Development, and Clean Energy Technologies. 

EETP Course Announcement and Application 
Emissions Trading for Environmental Protection 
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United States Energy Association 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP P R O G U M  

STRUCTUWG AND NEGOTWTING 
LEGAL AGREEMENTS FOR PUBLIC-PRIVATE 

PARTNERSHW PROJECTS 

Drafting Concession Law, Designing the Security Package 
and Negotiating Contracts 

* * * * * *  
Sponsored by 

U.S. AGENCY FOR INTEIRNATHONAL DEWLOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: Washington, DC and New York City 
Dates: May 22 through June 2,2000 

Participants 

George Ivaniashvili, Externai Relations, Georgian International Gas Csrp* 



Michigan Public Service Commission // Georgian National Energy Regulatory Commission 

Overview and Background 

An essential objective of economic reform in emerging and developing countries in the first 
decade of the new millennium is developing an effective network of physical infrastructure and 
public services. Rehabilitating existing facilities and initiating new projects in energy, 
telecommunications, transportation, the environment and other sectors are important steps toward 
creating an internationally competitive environment for economic development and prosperity. 
The centerpiece of most countries' efforts to transform their economies today is the launching of 
a "partnership" between the public and private sector in developing modern infrastructure. This 
phenomenon has significant implications and must be planned and implemented carefully in 
order to succeed. 

A major factor deterrrzining successful iinplementation ofpublic-private partnerships is &he 
cleselopment of , Y O L ~ . ~  legal procedures, agreements, and contracts that deJine the relationship 
between government and investors. Without thoughtful and professional legal frameworks and 
contracts, disputes are likely to occur and projects can and will be delayed and terminated. The 
economic and financial costs of poorly designed, drafted, and negotiated agreements are 
tremendous and can jeopardize entire infrastructure development programs. What is required is 
the development of an entire cadre of trained legal specialists in the public sector capable of 
drafting, interpreting, negotiating, and regulating complex infrastructure contracts on an equal 
level with their private counterparts so that win-win projects can be implemented efficiently and 
on a sustainable basis. 

This training worh-shop is specially designed for legal oficials and contract negotiators who 
need exposure to a variety of international experiences in designing, drafting, and negotiating 
contracts in the power, water, wastewater, transportation, communications, and environmental 
infiastructurefields. Unlike other investment agreements from the industrial or agriculture 
sectors, infrastructure projects developed as public-private partnerships are based on risk sharing 
and a security package of interrelated contracts between multiple parties. This workshop will 
examine the experience of several international projects and analyze legal and non-legal 
techniques of project structuring and the contractual implications of project forms such as leases, 
management contracts, Build-Own-Operate (BOO), Build-Operate- Transfer (BOT), Build- 
Transfer-Operate (BTO), and joint venture arrangements. 

The workshop will help participants develop more effective drafting and negotiation skills 
through the use of simulated negotiations and the drafting and review of model contracts and 
agreements from public-private partnership projects worldwide. 

Participants will be in the position to identify key elements in risk allocation by defining the 
obligations of the concessionaire, the government and third parties in each contractual 
arrangement under a concession agreement. Finally, each participant will practice how to draft 
negotiated agreements, and interpret the clauses to solve disputes that may arise while 
implementing these agreements. 



United States Energy Association May 22 through June 3, 2000 

Sunday, May 21,2000 

4:55 p.m. Mr. Ivaniashvili departs Tbilisi on Swissair flight 3495 and arrives in Zurich at 
6: 15 a.m. 

12: 10 p.m. Mr. Ivaniashvili departs Zurich on Delta flight 2658 and arrives in Washington at 
3: 15 p.m. and is greeted by Anthony Bitonti, Senior Program Coordinator 

Check into the Embassy Square Suites located on 20" and N Street 

COMPONENT I: Understanding Public-Private Partnerships in -- -- - 
llnfrastrlaatlnre: Legal, Financial, and Ecsnsmic Requirements 

Selecting and Applying the Appropriate Public-Private Partnership Techniques 
a Service contracts and management contracts 
e Operations and maintenance contracts 

Performance contracts 
Concessions, afterimage, franchises, and lease agreements 
Build-Own-Operate (BOO), Build-Operate-Transfer (BOT), Rehabilitate-Operate 
Transfer (ROT), and other variants 

Methods of Effective "Unbundling" and Structuring of Infrastructure Projects 
,a Identifying and selecting "win-win" pilot projects 
* Forms of separating services through vertical unbundling 

Forms of separating markets through horizontal unbundling 
Lessons of market-based provision: Competition in the market 

Legal Fundamentals of Project Finance for Infrastructure Projects 
* Rationale for privately financed public projects 
0 Legal principles in limited and non-recourse financing 

Forms and sources of debt and equity financing for infrastructure 
* Legal strategies for financial structuring: The lender's perspective 

Structuring Legal Agreements Page 3 



United States Energy Association May 22 through June 3, ,3000 

COMPONENT 11: Preparing the Legal and Regulatory Framework 
for Public-Private Partnershim 

Establishing the Legal Parameters for Public-Private Partnerships 
Defining the scope of a partnership project: the concession law 
Setting goals and targets of market structure through the concession law 
Defining sectors governed by the concession law 
Redefining infrastructure and utilities: Creating the legal basis for public-private 
partnership contracts 
Determining the proper authorities for approvals and awards: Best Practices 

Developing the Bidding and 'Tendering Apparatus for Public-Private Partnerships 
@ Siralegies I'or solicited and unsolicited proposals: Bid evaluation models 
e Appropriate procedures for project awards and negotiation 

Forms of contract approvals and implementation 
Models for project monitoring and regulation 

Developing Effective Regulations, Regulatory Institutions, and Procedures 
Developing regulatory policy: Competitive provision of public services and consumer 
interest 
Understanding key elements in regulations: Rate setting, consumer interest, and cost 
recovery 
Models for regulatory institutions: Special BOT Unit, Inter-Ministerial, or Ministerial 
Institutions 
Models of enforcement 

Structuring Legal Agreements Page 4 
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COMPONENT 111: Analyzing Legal Elements of a Public-Private 
Partnership Infrastructure Agreement: Structuring the Contract 
and Security Package 

Foundations and Fundamentals of the Concession Agreement 
0 Structuring the project entity and special purpose companies 
0 Analyzing the legal requirements of commencement: Conditions precedent, certificate of 

commencement, grant and ancillary rights 

Analyzing warranties between the parties: 
rn Legal input during the design and construction phase 

Legal effects of alterations and delay events 
Legal obligations arising from terms of operation and maintenance 

0 Compliance with legislation 
0 Termination clauses, rights, and obligations under the agreement 

Articulating Legal EIements of a BOOIBOT Agreement 
Structuring the Project Corporate Entity 

e Limited liability of equity holders 
Company law requirements 
Shareholders agreement 

rn Share issues defining legal classification and pre-emptive rights 
e Financial structure 

Management structure 
Legal considerations in drafting and negotiating loan agreements 
Implication of draw down, disbursements, terms of interest 
Defining warranties 
Default events: Legal and practical consequences 

e Determining the applicable law 

Designing, Drafting, and Reviewing Major Project Documents 
e Letters of Intent (LOI) and Memoranda of Understanding (MOU) 
a Engineering and construction contract analysis: FIDIC rules 

Developing optimum project implementation agreements 
Developing standard input and power supply agreements 

0 Developing model off takelsales agreements: Take or pay 
@ Drafting financial and security package agreements 
e Drafting management services agreements 

Structuring Legal Agreements Page 5 
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COMPONENT IV: Contract and Performance Monitoring: 
Ensuring Successful Implementation of Legal Obligations and 
Alternative Methods of Di s~ute  Resolution 

Interpreting and Monitoring Legal Agreements 
Developing institutional and independent monitoring teams 
Establishing performance criteria and enforcement procedures 
Measuring performance through benchmarks and spot checks 

Methods of Alternative Dispute Resolution 
Negotiating legal issues through mediation and settlement 

* Mediating business disputes through neutral party intervention: Neutral party mediator, 
rnini-triai approach, dispute review board 

International Commercial Arbitration: Infrastructure Project Disputes 
Determining and negotiating the role of the courts 
Drafting an arbitration clause 
Establishing the subject of the. award 
Utilizing arbitration treaties: UNCITRAL, ICC, AAA 
Drafting and negotiating the arbitration agreement 

COMPONENT IV: Contract and Performance Monitoring: 
Ensuring Successful Implementation of Legal Obligations and 
Alternative Methods of Dispute Resolution 

Interpreting and Monitoring Legal Agreements 
Developing institutional and independent monitoring teams 
Establishing performance criteria and enforcement procedures 
Measuring performance through benchmarks and spot checks 

Methods of Alternative Dispute Resolution 
Negotiating legal issues through mediation and settlement 
Mediating business disputes through neutral party intervention: Neutral party mediator, 
mini-trial approach, dispute review board 

Structuring Legal Agreements Page 6 
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International Commercial Arbitration: Infrastructure Project Disputes 
Determining and negotiating the role of the courts 

• Drafting an arbitration clause 
e Establishing the subject of the award 

Utilizing arbitration treaties: UNCITRAL, ICC, AAA 
Drafting and negotiating the arbitration agreement 

COMPONENT VI: Special Four-Day Technical and Legal Study 
Tour to New York City: Successful Public-Private Partnerships 

For a four-day period, participants will be in New York City for a series of meetings and site 
visits with private developers, f nanciers, government officials, and legal experts from leading 
law firms involved in public-private partnership projects in power, water, wastewater, 
transportation, and solid waste. The study tour will provide an excellent opportunity for 
participants to see public-private partnerships in operation and to meet practitioners and discuss 
their experiences in this area, as well as be exposed to the legal and financial complexities of 
their particular projects. 

The participants and IP3 representatives will depart for New York during the second week of the 
program and return to Washington, D.C. at the end of that week. All travel and transportation 
during the study tour is included in the price of the workshop tuition. Per Diem for the study tour 
(hotel and meals/incidentals estimated at $220 per night) is not included. 

Friday, June 2,2000 

5 :40 p.m. Mr. Ivaniashvili departs Dulles airport on Delta flight 2659 and arrives in Zurich 
at 7:35 a.m. on Saturday, June 3,2000 

Saturday, June 3,2000 

8:45 p.m. Mr. Ivaniashvili departs Zurich on Swissair flight 3494 and arrives in Tbilisi, 
Georgia at 3:35 a.m. on Sunday, June 4,2000 
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United States Energy Association June 25 to July 5, 2000 

Background 

The United States Energy Association has conducted exchange visits, seminars, internships, and 
advisory missions for the Armenian and Georgian energy sector for the past eight years. A 
highlight of the program has been the establishment of a regulatory partnerships with the 
Kentucky Public Service Commission and the Michigan Public Service Commission. This 
activity aims at expanding the partnership programs similar to the recently initiated Delta Natural 
Gas partnership. 

Objectives 

1 To review tile drafi workpians for fiscal year 2001 for Armenia and Georgia 
2 To identify issue areas for possible additions to the workplan 
3 To explore the needs for new partnerships with U.S. firms and organizations 
4 To explore the possibility of opening a USEA office and staff representative in 

Yerevan 

Program 

This program will consist of informal discussions and meetings with the United States Agency 
for International Development, USAID contractors and other energy related organizations to 
provide guidance in determining the USEA program of exchange visits, internships and seminars 
for fiscal year 200 1 for Armenia and Georgia 

Fiscal Year 2001 Workplan Development Page 2 



United States Energy Association June 25 to July 5, 2000 

Sunday, June 25,2000 

4:00 p.m. Depart National on Delta flight 171 7 and arrive in Atlanta at 5:52 p.m. 

7:45 p.m. Depart Atlanta on Delta flight 58 and arrive at Gatwick U.K. at 8:40 a.m. 
on June 25,2000 

Monday, June 26,2000 

Day room provided at the Sheraton Skyline Hotel. Located at A4 Bath Road 
Hayes - Middlesex, UK Phone: 18 1-759-2535 

9: 15 p.m. Depart Heathrow on British Air flight 6721 and arrive in Yerevan at 7:45 a.m. on 
Tuesday, June 27,2000. 

Check into the Armenia One Hotel located at One Arniryan Street. Phone number 
0 1 1-3742-525-393 and the fax is 01 1-3742-1 5 1-803 

Tuesday, June 27,20000 

1 :30 p.m. Meeting wit11 the United States Agency for International Development 
(CONFIRMED) 
Barry Primm, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior energy Policy Advisor, USAID 
9 Review FYO1 workplan for KYPSC and the Delta Natural Gas Partnerships 
9 Discuss Hydro Power Study Tour 
9 Review Armenian Transmission and Distribution Orgmizations 
9 Discuss the Promotion of Natural Gas Usage 
9 Review Available Funding and Carryover 

4:00 p.m. Meeting with Hagler BailIy (CONFIRMED) 
Dean White, Managing Director 
Masoud Keyan, Executive Director 
9 Review FYOl workplan for KYPSC and the Delta Natural Gas Partnerships 
9 Discuss Hydro Power Study Tour 
9 Review Armenian Transmission and Distribution Organizations 
9 Discuss the Promotion of Natural Gas Usage 
9 Review previous activities 
9 Discuss future activities 

Fiscal Year 200 1 Workplan Development Page 3 



United States Energy Association June 25 to July 5, 2000 

Wednesday, June 28,2000 

9:30 a.m. Meeting with Armenian Energy Commission (CONFIRMED) 
Vardan Movsesyan, Chairman 
> Review of FYO 1 workplan for Kentucky Public Service Commission 
> Review KYPSC Rate Design Exercise 
> Review Past Activities 
> Future Focus of Partnership 
> Issues concerning the AEC 
> Priorities 

12:OO p.m. Meeting With General Directors of Yerevangaz and Armrusgazpronl 
(CONFIRMED) 
Samvel Mheryan , General Director, Yerevangaz 
Levon Mikayelyan, Head of Staf, Armrusgazprom 
> Review of FYO 1 workplan for Delta Natural Gas 
> Review Past Activities 
> Review the purchase of 100,000 meter locks 
> Review topics for September 2000 exchange visit 
> Discuss the promotion of Natural Gas Usage in Armenia 

2:30 p.m. Meeting with Local Managers of Hydro Power Stations 

> Review Hydro Background 
> Discuss types of Hydro Plants in Armenia 

Earth 
4 Concrete 

> Age and Capacity of Hydro Plants 
Possible topics of Interest for Hydro Plant Managers 

Hydro Operations 
Maintenance 
Safety Issues 

4:30 p.m. Meeting with Armenergo 1 Transmission Company 
Rouben Hovhannisyan, Head of External Relations Department 
> Transmission Management 
> Operations 
> Safety Issues 
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Thursday, June 29,2000 

9:00 a.m. Interviewing potential USEA staff member and office space 
9 Interview applicants for USEA to run Armenian Office 
9 Energy Knowledge 
9 Education 
9 Work Experience 

12:00 p.m. Meeting with Armenian Chapter of the Association of Energy Engineers 
(CONFIRMED) 
Zohrab Melikyan, President of Armenian Chapter 
9 Review Armenians participation 
P Conferences and Seminars which they participated 
P Suggestions for Georgian Association of Energy Engineers 

2:30 p.m. Meeting with the Academy for Educational Development (CONFIRMED) 
Anoush Yedigaryan , AED/Armenia Country Representative 
Richard Shortlidge, Jr. Regional Director 
9 Focus of Work 

4:00 p.m. Continuation of Interviews for potential USEA Armenian Staff and Office 

Friday, June 30,2000 

9:30 a.m. Meeting with Ministry of Energy 
Aida Hovhannisyan, Chief Specialist of External Relations 
9 Focus of the Ministry 
9 View point on privatization 
P Suggestion to USEA on topics of interest 

1 1 :00 a.m. Visit potential office space locations 
9 Evaluate benefits 
9 Costs 

o Rent 
o Computer Equipment 

9 Disadvantages 
9 Location 
P Security 
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2:00 p.m. Debriefing with the United States Agency for International Development e 
(CONFIRMED) 
Barry Primnz, Senior Energy Advisor, USAID 
Dr. Michael Boyd, Senior energy Policy Advisor, USAID 
9 Partnership Plans - KYPSC and Delta Natural Gas 
9 Funding Allocations 
9 Allowance for Unidentified Activities 

3:30 p.m. Depart Yerevan on UN World Food flight for Tbilisi, Georgia 

Check into the Sheraton Metechi Palace in Tbilisi, Georgia 

Saturday, duly 1,2000 

Recovery Day 

Sunday, July 2,2000 

Recovery Day 

Monday, July 3,2000 

9:30 p.m. Meeting with United States Agency for International Development 
Herbert Emmrich, Senior Energy Advisor 
P Review FYOl workplan for MPSC 
9 Discuss Hydro Power Study Tour 
P Discuss the Georgian Association for Energy Engineers 
9 Review Available Funding and Carryover 
9 Budget for Oil and Gas Partnership Program 

1 :00 p.m. Meeting with the Georgia National Energy Regulatory Commission 
Elizbar Eristavi, Chairman 
> Review of FYOl workplan for Michigan Public Service Commission 
> Review Past Activities 
9 Future Focus of Partnership 
> Issues concerning GNERC 
> Priorities 
9 Signing Ceremony Arrangements 

- - -  - p p  - 
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3:00 p.m. Meeting with the Georgian Association of Energy Engineers 
Otar Vezirishvili, Interim Chapter President 
> Development of future exchange visit 
P Role and responsibility of the GAEE 

Tuesday, July 4,2000 

8:50 a.m. Depart Yerevan on British Air flight 6722 and arrive in London at 11 :45 a.m. 

2:30 p.m. Check into the Holiday Inn located at 2 Bridge Place. Phone number 0044- 17 1 - 
8348 123 and the fax: 0044-171-828-1099 

Wednesday, July 5,2000 

11 :45 a.m. Depart London on Delta flight 11 and arrive in Atlanta at 4:00 p.m. 

5:25 p.m. Depart Atlanta on Delta flight 1280 and arrive in Washington at 7:08 p.m. 
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Trip Report 

United States Energy Association 

Development of 
Fiscal Year 2001 Workplan 

June 25 through July 1,2000 

Prepared By: Anthony J. Bitonti 
Senior Program Coordinator 
Energy Industry Partnership Program 



Program 

This program consisted of informal discussions and meetings with the United States Agency for 
International Development, USAID contractors and other energy related organizations to provide 
guidance in determining the USEA workplan of exchange visits, internships and seminars for 
fiscal year 2001 for the republic of Armenia 

Background 

An Energy Commission was formed in mid-1997 by the Republic of Armenia Government to 
regulate the electric and natural gas sectors of Armenia. In November, 1997 two representatives 
of the Armenian Energy Commission served internship programs with the Kentucky Public 
Service Commission in Frankfort, Kentucky. The second activity between the two commissions 
was a follow-up to the internship program and provided presentations to a larger group of 
Armenian regulators. The third and fourth exchanges focused on ratemakirig and tariff design 
with one activity was held in Yerevan and the other in Frankfort, Kentucky. The fifth activity was 
held in Yerevan, Armenia and focused on consumer service standards including such topics as: 
consumer rights and responsibilities, the certifications process, consumer education and 
protection, safety and insurance issues, and assessments on how the KYPSC finds their 
operations. 

A partnership was also developed between Delta Natural Gas of Winchester, Kentucky and 
Yerevangaz of Yerevan, Armenia. This partnership was established in 1999 and there have been 
three activities two reviewing the metering, billing, and collections of Delta's organization; and 
the third on account methods and pricing. The fourth activity will be held in Yerevan this 
September. 

0 bjectives 

The objectives of these meetings were to: 

1. To review the development of fiscal year 2001 workplan with the United States Agency 
for International Development in Yerevan Armenia 

2. 
2. To review and discuss fiscal year workplan with other USAID contractors to determine 

where we might each complement each other 

3.  To give the foreign partners a better understanding of what the American partners need 
from them to better understand their countries energy and political situations. 



Description of Meetings 

Tuesday, June 27, 2000 

Meeting with the Economic and Enerw Chief of Partv Meeting. USAID 

Albert Skeath and I were invited to sit in on the Economic and Energy, USAID chief of party 
meeting scheduled at 2:30 p.m. at the offices of USAID. These meetings are held weekly for in 
country contractors who provide feedback on the status of their programs. During this meeting, 
topics reviewed included the privatization of the Armenian above ground gas storage facility; the 
interest rates of local and foreign banks to Armenia, and the Armenian tax law. 

Hagler Bailly spoke of recent seminars that they conducted on privatization in which 
representatives fi-om Poland and the Czech Republic spoke of their country's problems and 
concerns during the privatization of energy utilities. Hagler Bailiy also cornmerited or1 the market 
restructuring and ;he siipport they havc Sccn receiving from the 'krnenian Energy Corrxnission 
and the Ministry of Energy, especially the assistance of the new Minister of Energy, Garen 
Galustian. 

Sibley International reviewed the accounting reform where in two institutions recently signed 
memorandums of understanding on curriculum reform and public awareness programs. They also 
discussed courses they plan to provide this summer on accounting and procurement. Sibley also 
reviewed the credibility of some of the teachers who provide the accounting and procurement 
final exams. 

Meetinp with the United States A~encv for International Develo~ment in Yerevan, 
Armenia 

Our first meeting was with Dr. Michael Boyd, Senior Energy Policy Advisor, Office of Economic 
Restructuring and Energy for USAID. I distributed copies of the proposed fiscal year (FY 2001) 
workplan that had been suggested by Mr. Walter Hall of the United States Agency for 
International Development as well as copies of the KWSC and Delta Natural Gas chronology 
that identifies completed activities. We began with the concerns by both Gary Gillis and Glenn 
Jennings concerning the lack of information provided by our foreign partners. We informed Dr. 
Boyd that USEA will now request trip reports after each activity before another activity is 
scheduled. By writing this report the Armenians can then route it through their organization so 
everyone will be able to benefit from the information provided along with providing the 
Americans the peace of mind that their work and preparation is not falling on deaf ears. It was 
also suggested that we ask one participant from each delegation to give a presentation concerning 
their organization. This could include any new developments concerning the government, any 
information they might have implemented or adopted from past exchanges, and any new topics 
they might be of interest. 

We then reviewed Mr. Hall's suggested workplan step by step, starting with the four scheduled 



activities for the Armenian Energy Commission. Dr. Boyd commented that we need to be 
sensitive to those organizations that are in country when planning our workplan. We should try 
to focus our activities so they complement the other contractors. Dr. Boyd agreed to all the 
activities for the Armenian Energy Commission with one exception and concerning the exchange 
visit on telephone and water. Dr. Boyd stated that this year the Armenian legislature's agenda 
included a suggestion to regulate the structure of all natural monopolies. 
Hagler-Bailly did an evaluation of the suggestion and found it beneficial to give these two 
responsibilities to the Armenian Energy Commission. This would create a simple single 
regulatory agency with many departments rather then have a regulatory agency for each 
monopoly. This recommendation was written by Peter Bradford and had the approval of USAID. 
Dr. Boyd suggested we have the KYPSC review with the AEC their organizational chart to show 

how different monopolies fall under the operation of different departments within the KYPSC. 

We then discussed the hydro activities, where we plan on having three activities covering 
operations, maintenance. safety, and financial and commercial management operations. Dr. Boyd 
suggested we possibly combine this activity to include representatives from the Republic of 
Georgia. He also informed us that most of the hydro in Armenia has been privatized and that we 
would only be working with Vortotan Cascade and Sevan-Hrazdan Cascade, which accounts for 
thirty-five percent of total generation. Dr. Boyd agreed with these exchanges as long as the focus 
remains on the management issues and practical applications. 

The third topic, a power market exchange, was suggested by Chairman Vardan Movsesyan of the 
Armenian Energy Commission. Dr. Boyd believed this to be a worthwhile activity as long the 
activity is reviewed with Hagler Bailly for practical considerations for Armenia now and in the 
near future. He also believed that the AEC needs to be well established before taking on the 
added responsibility of a power market. Dr. Boyd states the AEC needs "20 years experience 
with regulation" not the current regulation the United States is using right now. Introducing the 
Armenians to Independent System Operators and the different types of markets and new 
technology might end up causing more problems in the near fbture for the AEC. 

The scheduled exchange visit on transmission and distribution was put on hold due to the 
privatization of the Armenian distribution company scheduled for completion by the end of this 
year. Dr. Boyd informed us of a fiRy million dollar World Bank loan for the transmission and 
distribution operations where Hagler Bailly will provide an assessment of the transmission and 
distribution development. Dr. Boyd suggested we focus only on the transmission side and work 
directly with Armtrans. 

meet in^ with Ha~ler Bailly 



The meeting with Hagler Bailly was with Masoud Keyan, Executive Director. Also in attendance 
was Dr. Michael Boyd of USAID. To start this meeting I distributed copies of the proposed fiscal 
year workplan that had been suggested by Mr. Walter Hall of the United States Agency for 
International Development as well as copies of the KYPSC and Delta Natural Gas chronology 
that identifies each activity. Mr. Keyan agreed to all the scheduled activities for the Armenian 
Energy Commission. He also stated he believes the AEC should also have the responsibility of 
regulating drinking water and telecommunications. Masoud also indicated that the AEC might 
like to discuss insurance issues which he believed could be a significant problem in the near future. 
He believes the AEC might want to use an insurance organization as a back door for corruption, 
by requiring utilities to use certain insurance companies in order to receive their licenses and in 
return get kick backs from the insurance company. 

With regard to the Delta Natural Gas and Yerevangaz partnership, Mr. Keyan argued against 
continued work with Yerevangaz, because it is a subsidiary to Arrnrusgasprom, which is a 
Russian organization that owns fifty-five percent of the shares. He also stated that Russia has not 
put one penny into the energy sector of Armenia. Masoud also had concerns about the condition 
of the gas pipes, and was interested in how Yerevangaz planned on reactivating a dead gas 
system. Masoud recommended we try to find out if Yerevangaz was able to implement anything 
from the last three activities with Delta Natural Gas. Currently Yerevangaz has only tested one 
area of the pipeline. 

When we discussed the topic of natural gas promotion, Masoud stated " the promotion of natural 
gas cannot be done until we find out whether or not the gas system is even up and running". 
Masoud feels that if we hold any activities in the United States they should be for policy makers 
or consumer groups. We should include the Association of Energy Engineers on these activities 
or engineering institutes that can study the codes and standards of the United States gas sector. 
Currently the use of gas to make electricity results in only a fifteen percent efficiency, but using 
gas to heat homes directly would result in a ninety percent efficiency rate. We should also 
introduce the Armenian gas sector to the regulatory process, by having Delta Natural Gas discuss 
how they are regulated, by who, and what organization might regulate the equipment they use. 

When reviewing the hydro activities Masoud mentioned two problems we would face when 
working with the Armenian hydro facilities. First, the Armenians don't have any money for the 
repairs they need at their plants, and parts can only be purchased in Russia; second, the managers 
of these plants are corrupt and refbsed to listen to the Ministry of Energy when they were told 
they have to install tamper proof meters. Masoud suggested we focus on the institutional 
organizations to educate the Armenians on regulatory standards and codes, water resources, and 
how generation fits into the use of water and how to allocate payment for that water. 

Wednesdav, June 28,2000 

meet in^ with Chairman Vardan Movsesvan for the Armenian Enerw Commission 



The meeting began with Al Skeath giving a brief overview of our meetings with Walter Hall of 
USAID and Gary Gillis of the KYPSC. I then gave Chairman Movsesyan a copy of the proposed 
workplan for fiscal year 2001. We discussed the privatization of the Armenian distribution 
companies and the type of relationship the AEC will need to have with possible foreign 
organizations. We discussed the types of forms and reporting these companies must submit to the 
KYPSC and how these reports help the KYPSC in monitoring the utilities management 
performance. We spoke of the service quality, and of the conflicts that arise between utilities and 
customers when organizations privatize and it's the responsibility of the AEC to act as mediator. 
We discussed that during the next exchange, the AEC should review the KYPSC organizational 
chart and see if there are any departments that the KYPSC has that the AEC should consider 
adopting. 

Chairman Movsesyan agreed to the service quality exchange visit scheduled for August of this 
year and suggested that his organization develop a workpian for the next activity concerning these 
topics. Mr. Movsesyan also agreed to the first three activities on the proposed workylam, but 
wanted to wait until he received official word from the Ministry of Energy before discussing the 
regulation of telecommunications and water. 

We also discussed with Chairman Movsesyan KYPSCYs desire to know whether or not the 
information they have been providing for the last three years is usefil and if the Armenians are 
implementing any of this information in their day to day activities. KYPSC also questions 
whether or not the delegates who participate in activities that are held in Kentucky ever pass on 
the information or conduct training sessions to educate the entire staff The KYPSC also 
suggested we begin to tape the sessions so that upon their return to Armenia they can pass these 

' 

tapes to fellow employees so everyone might be able to gain an understanding of the subject 
matter. Albert Skeath presented a report that was prepared by the Kazakstan Electricity 
Association and we encouraged the AEC to provide similar reports after each activity. This 
report should be written by one or all of the attending delegates and will allow the participants to 
share the knowledge of their trip with each employee of the commission. These reports should 
also include how the AEC will implement information gained by the KYPSC and also cover the 
problems that might occur with implementation. These reports will provide program feedback to 
USEA and the KYPSC. USEA also agreed to provide routine information to KYPSC on the 
political, social, and economic situation in Armenia. This will be provided through e-mail, media 
and newspaper articles. 

The next exchange visit between the KYPSC and the AEC will be on the public / customer 
relations, including information on how to handle the day to day problems of residential, 
commercial, and industrial customers and how to educate the public on the role the commission 
plays. USEA suggested a review of the KYPSC job descriptions, staffing, consumer contact 
information and tracking activities in response to complaints. 
We then discussed the possibility of a power market tour. I asked Chairman Movsesyan if he 
thought it would be a good idea to include members of parliament and the Ministry of Energy so 
they can get a better understanding of what a power marketer does, but he thought it might be 



better to only include the Armenian Commission for now and possibly add other participants on 
fkture activities. Albert Skeath informed Chairman Movsesyan about the concerns of USAID and 
Hagler Bailly concerning the power market trip and asked Chairman Movsesyan to give us his 
view on why he wants this activity. Chairman Movsesyan informed us that he believes a power 
market will not be established in Armenia in three to four years, but they are currently unfamiliar 
with the day to day operations of a power market. Chairman Movsesyan informed us that the 
Academy for Educational Development will be putting together a regional power market study 
tour for the caucusas next month and two representatives from the AEC would participate. 
Chairman Movsesyan also discussed the fact that there might be a regional power market 
developed in the caucusas that would include three countries and forty million consumers. 
Chairman Movsesyan believes that his organization would benefit from a power market activity 
now so they would be in a better position if this regional power market ever develops. 

Albert Skeath informed Chairman Movsesyan that, after hearing his concerns, USEA would 
review this activity with TJSAZI), and suggested that this activity should include a visit to PJM 
and the Pennsylvania Public Service Commission to help identify the relationship between the 
commission and the power market along with the relationship between the power market and a 
utility. 

meet in^ with Yerevangaz and Arrnrus~az~rom 

This meeting was held at the offices of Armrusgazprom and included the following people. 
Roland Adonts, Executive Director; Levon Mikayelyan, Head of Staq Samvel Mheryan, 
Director, Yerevangaz. 

After distribution of the proposed work plan and a review of the chronology of the partnership 
activities between Delta Natural Gas and Yerevangaz, we discussed a few of Glenn Jennings' 
concerns regarding the lack of information provided by Yerevangaz and Armrusgasprom. We 
suggested that during the next exchange visit, Yerevangaz give a thirty minute presentation on 
their accounting system, the condition of their gas pipeline, how much is in operation, the types of 
contracts they sign with Russia and Azerbaijan, and the needs and plans for fkture development of 
their organization. We also suggested that participants on these activities be those responsible for 
the work and not limited to upper management. 

We then reviewed the proposed fiscal year 2001 workplan. The first topic, an advisory mission on 
gas system operations / regulations, is scheduled for September 7-17, 2000. This activity is 
going to cover cathodic protection for transmission, distribution system and facilities, a review of 
installation and operation of polyethylene pipe, review of equipment and instruments used in 
operations, financial planning, operating budgets, and a review of metering, system standards, 
pressure and temperature regulations. The second topic is natural gas promotion. 
The third topic is financial management. Mr. Jennings agreed to two activities a year with the 
third being dependent upon the availability of his staff and the current situation of his company. 

During our visit we also discussed the promotion of natural gas and the need to identi@ potential 



substitute uses for natural gas in place of electricity. We informed Mr. Adonts that Mr. Jennings 
suggested we involve key people of his organization who are directly involved with builders, 
contractors, developers, industrial, and commercial customers who convert from different forms 
of energy (electric, oil, propane) to gas. He also suggested we try to find out the what the 
economic risks are to Armenia for using natural gas, how are their residential, commercial and 
industrial markets, what are the different types of gas equipment they might be using, are they 
doing any testing of the old pipelines, how well do they work, is the system up to date, when the 
flow of gas stopped in Yerevan, and when did it begin again. These are all very important 
questions before they begin to provide customers with natural gas. 

We also spoke to Mr. Adonts concerning how his organization corresponds with the general 
consumer. Mr. Adonts said sixty percent of all their gas is consumed by local power plants and 
that the energy sector of Armenia owes his organization fifteen million dollars with most of the 
bill being the responsibility of the Ministry of Energy. We asked Mr. Adonts who he thought 
should participate or be included in the next activity from a consumers advocate perspective. Mr. 
Adonts suggested: the Ministry of Industry (including utilities), cement factory, chemical factory; 
Ministry of Agriculture, public health system, and municipalities from all the oblasts. 

meet in^ with Ministrv of Energy 

We were hoping to meet with Minister Garen Galustian, but he was unavailable. We then tried to 
meet with Areg Galstian, he was on vacation, but we met with Igor Ter-Ghazaryan a staff person 
who works for Areg Galstian. 

Mr. Skeath informed Mr. Ter-Ghazaryan of the purpose of our trip and briefly reviewed with him 
our meetings with USAID and Yerevangaz. We informed Mr. Ter-Ghazaryan that the focus of 
USAlD was to the promote the use of natural gas rather then electricity to heat homes. We were 
looking for assistance from the ministry to provide names of organizations that should participate 
in this activity. We also informed Mr. Ter-Ghazaryan that this activity would focus on codes and 
standards, policy issues concerning natural gas, inspection, consumer interests, and payment 
problems. This activity would be held in the United States and be approximately one week in 
length. We requested to Mr. Ter-Ghazaryan to forward this information to Minister Galustian, 
and that USEA would seek the help of the Ministry of Energy to provide us with possible 
participants for this activity. 



Thursday, June 29,2000 

Intewiewin~ potential USEA staff member and office mace 

Due to the increased work load to our fiscal year 2001 workplan the United States Energy 
Association was considering opening an office in Yerevan, Armenia. The duties of this employee 
would include routine contact with our foreign partners, along with the United States Agency for 
International Development. Other duties would include arranging for interpreters, lodging, 
ground transportation, governmental forms, arranging visa requirements with the Academy for 
Educational Development, and to inform the USEA/Washington office of the current political and 
economical situation in Armenia. 

Our first interview was with Arman Baroyan who currently works for the National Assembly. 
Mr. Baroyan was the former assistant to the chairman of the Armenian Energy Commission and is 
very familiar with the [Jnited States Energy Association. During the interview we discussed 
education, professional experience, current job responsibilities, computer skills and languages, 
knowledge of the energy industry, and energy related contacts. 

My personal opinion is that Mr. Baroyan would make a fine addition to the United States Energy 
Association due to his work experience, contacts in the ministries, his relationship with the 
Armenian Energy Commission and his contacts with energy related organizations USEA is 
interested in working with. 

Meetinl~ with the Armenian Association for Enerm Engineers 

Our meeting at the AAEE was with Mr. Zorab Melikyan, President of the Armenian Chapter. 
The purpose of this meeting was to obtain information for the newly developed Georgian 
Chapter of the Association of Energy Engineers, an we hoped that the Armenian chapter could 
provide us with detailed information concerning chapter operation, challenges they have faced, 
current membership, and what type of committees they have and how they operate. 

The Armenian Chapter was established in 1998 and began recruiting members from throughout 
the energy industry. They currently have seventy-five members, they discuss bi-laws, charters, 
energy related concerns, and they develop seminars, newsletters, and write articles for the 
Armenian newspapers. There are twenty members of the gas distribution committee, fifteen 
members to the heat supply committee. The organization is structured with a president, vice 
president, treasurer, one member from the Armenian Energy Commission and one member from 
the ministry of energy. The association is self sufficient with Internet access, mail, monthly 
newsletters, and they distribute energy related information to their members on such topics as 
energy efficiency. 



In July 1998 the Association held its first International Energy Conference with participants from 
ten different countries in attendance. The conference was sponsored by the United States Agency 
for International Development, Ministry of Energy, Armgas, Resource Management Associates, 
Yerevan Municipal Heat Supply, U.S. Geological Survey, and the Association of Armenian 
Contractors. 

One of the most pressing issues for the association is the lack of money. They have been 
promised money from the Ministry of Assistance, but have yet to receive funds. Most members of 
which there are seventy-five, cannot pay their annual dues of thirty USD. Currently most of the 
work being done at the association is on a pro-bono basis. 

Mr. Skeath suggested possible assistance from USEA in the form of two activities. First, to have 
two representatives fiom the Armenian Chapter to travel to Georgia and give presentations to the 
Georgian Chapter and review the day to day operations and challenges faced during their first 
year of existence. Second, to have: the AAEE participate in a joint exchange with the Republic of 
Georgia. During this exchange both delegations would travel to Hungary or Poland to visit with 
the AEE Chapters in these countries to discuss operations, charters, committee meetings and day 
to day activities. 

meet in^ with the Academv for Educational Develo~ment 

During our meeting with AED we met with Richard Shortlidge Jr., Regional Director, Anush 
Yedigaryan, Armenian Country Director, and Tamara Babayan, Program Specialist. 

We began our meeting with the request fiom AEC for a power market study tour that was 
scheduled for November 1999, but was postponed due to the concerns with Y2K. Mr. Shortlidge 
gave us a draft agenda of their planned power market tour. Participants will review the 
operations of a power p o ~ l  and Independent System Operator during this exchange, during which 
they plan on visiting the Mid-Continent Area Power Pool (MAPP) and the New England Power 
Pool (NEPOOL). Topics will include energy transactions, pricing, dispatch services, reserves, 
and open access to transmission lines, voltage control and maintenance scheduling and planning 
for transmission and generation expansions. Representatives fiom the following organizations 
will participate in this activity; The Armenian Energy Commission, Ministry of Finance, Ministry 
of Energy, representatives from the transmission, distribution, generation, along with the 
Georgian National Energy Regulatory Commission. 

Mr. Shortlidge suggested we continue with the planned activity for the Armenian Energy 
Commission to visit Pennsylvania, New Jersey, Maryland Power Pool and the Pennsylvania Public 
Utility Commission, but recommended that we request that only high level members of the 
commission attend. He also suggested we include the Georgia National Energy Regulatory 
Commission. 



Mr. Albert Skeath and I were also given a copy of AED7s annual workplan and suggested we 
provide them with names of organizations in the United States that might be interested in giving 
presentations based on the information within the AED workplan. 

interview in^ potential USEA staff member and office sllace 

This was our second interview and it was with Mr. Yeghishe Tanashyan who currently works for 
the Tourism and Analytic Information Division. Mr. Tanashyan is very knowledgeable when is 
comes to lodging, ground transportation and interpreters, but was unfamiliar with the role and 
responsibilities of the AEC, Yerevangaz, and has no ministry contacts. We reviewed with Mr. 
Tanashyan the duties of this position and informed him he would need to have routine contact 
with our foreign partners, along with the United States Agency for International Development, 
Hagler-Bailly, and the Academy for Educational Development (AED). Other duties would 
include arranging for interpreters, lodging, ground transportation, governmental forms, arranging 
visa requirements with the AED, and to inform the USEANirashington ofice of the current 
political and economic situation in Armenia. 

Fridav, June 30, 2000 

In the morning we visited the United Nations World Food Program where Albert Skeath and I 
made reservations to take their bi-weekly flight from Yerevan, Armenia to Tbilisi, Georgia. Later 
in the afternoon we were informed the flight was cancelled and we had to book alternative 
transportation. I gave George Kutateladze, Program Coordinator for USEA7s Tbilisi office a call 
and he hired a van and driver to make the seven hour trip. 

Exit brief in^ with USAID - Armenia 

Our exit briefing was with Michael Boyd, Senior Energy Policy Advisor, and Nune Mkrtchyan, 
Energy Project Management Specialist. During this meeting Mr. Albert Skeath gave an overview 
of all our meetings for the entire week. 

He reviewed the meeting we had with Hagler Bailly, and Mr. Keyan7s suggestion not to work 
with hydro facilities due to a management contract they are currently working on, and that the 
hydro facilities have the knowledge to maintain and operate the facility, but lack the hnding to 
carry out these repairs. 

Mr. Keyan also suggested that activities on transmission and distribution should also be 
postponed due to current privatisation of the distribution sector. Mr. Keyan's concern with the 
management of the transmission system and the new management contracts might result in a 
change of management. Mr. Keyan agreed to all the proposed activities for the Armenian Energy 
Commission. 

Concerning the power market Mr. Keyan believes the IS0 concept is too elaborate for the 



Armenian system. The Armenian system should be very simple and direct. We informed USAID 
that Chairman Movsesyan spoke of a regional power market with Turkey and Georgia and it 
might be similar to that of PJM and he would like to have his organization meet with PJM so they 
can become familiar with what a power marketer does before Armenia begins this regional 
market. We also informed USAlD about our meeting with AED concerning the power market 
study tour and that AED suggested we proceed with this activity as long as it includes only high 
level participants of the Armenian Energy Commission. 

We then discussed the promotion of natural gas and informed USAID that Delta Natural Gas has 
experts who deal with this topic. Mr. Keyan agreed with this topic and suggested we add 
meetings with the Gas Research Institute and ASME. The promotion of natural gas is to educate 
the public that it is cheaper to use natural gas to heat their home rather then electricity. 

We informed USAlD of our meeting with the Armenian Association of Energy Engineers during 
which they showed an interest in pilot programs concerning renewable energy and the activity 
concerning the promotion of natural gas. We discussed the possibility of including the Armenians 
and the Georgians on an activity where they would visit Eastern Europe and discuss and review 
the activities of European chapters of the Association of Energy Engineers. 

Albert Skeath also spoke of a suggestion by Mr. William Polen, Manager of the Energy Industry 
Partnership Program to include activities for civil society organizations, people who are directly 
affected by the government. These exchanges should include members of the media such as 
television, newspapers, and consumer advocates. Dr. Boyd suggested we speak to the USAID 
Democracy and Social Reform Office, because they are the organization responsible for social 
reform, and the media in Armenia. Dr. Boyd believes this to be a good idea, as long as we keep 
the focus only on energy issues. Dr. Boyd stated that currently Armenia does not have a 
consumer advocate or any other organization that's responsible for the consumers rights. 

A separate report will be prepared for the workplan review meetings that were held in Tbilisi, 
Georgia on July 3, 2000 
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Seminar and Workshop 
on 

&$SOCIATION ADMINISTRATION 

Kazakstan Electricity Association 

December 3 - 12,8999 

List of Partieioants 

Richard A. Flati, Counsel, {PEA) 

U.S. Energy Association lUSEA) 
Albert Skeath, Deputy Program Manager, USEA 

Eugene Fominykh, Deputy Program Manager, USEL4 . 

Interwreters 
Anna Obriaschenko 
Kulyan Janabayeva 



KEA/Association Administration 

Backaround: 

The Kazakstan Electricity Association (KEA) was founded in 1998 to coordinate the 
activities and protect the common interests of the electric power industry of the 
Republic of Kazakstan; to support all organizations whose activities relate to the 
industry; to work on state laws and legislation pertaining to the industry; to arrange 
forums, conferences and meetings at which members of the association can acquire a 
better understanding of the problems of the industry; and, to defend the interests of the 
members. 

The association consists of twenty-eight (28) members including eight founding 
members, sixteen participating members, and four observing members. Annual dues 
are $3000, $2000, and $1000 respectively for founding, participating, and o b s e ~ n g  
members. The association is governed by a ten-member Board of Directors who are 
selected from among the association member organizations. 

On September 20-24, 1999, a delegation from KEA participated in an executive 
exchange to the United States during which they visited seven energy-related 
associations. This advisory mission is a continuation of the information exchange that 
was begun in the September exchange visit. 

Objectives: 

The objectives of the advisory mission are to: 

1) Conduct presentations by the U.S. delegation about the organization and 
administration of energy-related associations in the United States. 

2) Arrange a panel discussion between the U.S. delegation and members of the 
KEA Board of Directors on topics of interests to KEA. 

3) Develop workplans for future activities for KEA and the U.S. associations. 

4) Meet with USAID to review results and the workplans. 

Prouram: 

The program for this activity will include the following: 

1) Presentations by the U.S. delegation. 

2) Panel discussions between the U.S. delegation and the KEA Board of 
Members. 

United States Energy Association \ \ Energy Industry Partnership Program 2 



KEA/Association Administration 

Friday, December 3,1999 

3:15 pm Richard Flati departs Harrisburg on Air United; Flight #7445 to 
WashingtodDulles. 

4:00 pm Richard Flati arrives in Washington/Dulles 

4:15 pm Robert Schiller departs Cincinnati on Air Delta, Flight #5723 for 
WashingtodDulles. 

5.40 pm Robert Schiller arrives in Washinton/Dulles. 

7:20 pm Albert Skeath departs Allentown/Bthl on Air United, Flight #7157 for 
WashingtodDulles. 

8:20 pm Albert Skeath arrives in Washington/Dulles. 

9:50 pm U.S. delegation depart Washington/Dulles on Air United, Flight #978 to Frankhrt 

Saturday, December 4,1999 

1 1 :35 am U.S. delegation arrive in Frankfirt. 

Lodging: Courtyard by Marriott 
Walter Moeller Platz/Nord 
FrankfUrt, Germany 

Tel: 49-69-58093-0 
Fax: 49-69-58247 

Sunday, December 5,1999 

1.40 pm U.S. delegation depart Frankhrt on Air Lufihansa, Flight #648 to Almaty. 
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KEA/Association Administration 

Monday, December 6,1999 

1:15 am U.S. delegation arrive in Almaty. 

Lodging: Hyatt Regency 
2916 Akademik Safpaev Avenue 
Almaty, 480004, Kazakstan 

Tel: 7-327-581-1234 
Fax: 7-327-58 1-1635 

3:30 pm Program Review Meeting with USAID 
Theodore Streit or James Goggin, Energy Public Policy Specialist 

- Agenda 
- Review of KEA Exchange Visit to USEA 
- Program Focus 

Tuesday, December 7,1999 

9:30 am Introductions 
Danial Dusengaliev, Executive Director, KEA 

9:45 am Program Overview 
Albert Skeath, Deputy Program Manager 
Gene Fominykh, Deputy Program Manager 

- USEA Partnership Program 
- Program Topics 

10:OO am Presentations by U.S. Delegation 
Robert Schiller, Sr. Utility Mgr. Advisor/Dir. of Training, NRECA 
Dorothy Hovey, Admin. Mgr. Presidents Group, EEI 
Richard A. Flati, Counsel, PEA 

Topics: SESSION I 

- History of CreationBackground of Association 
- Legal Basis of Association 
- Organizational Structure 
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Tuesdav, December 7,1999 (continued) 

- Rural Electric Energy Sector Situation when NRECA was formed 
- Membership Benefits 
- Dues 

Budgets 
- Staffing 
- Principal Task of Association 
- Practical Results and Benefits for Members from the Association 

12:30 pm LUNCH 

a 2:OO pm Presentations Continued 

Topics: SESSION I1 

- Committees 
- Publications 
- Conferences 
- Forums 
- Training Programs 
- Seminars 

4:30 pm ADJOURN 

Wednesdav, December 8,1999 

9 9:30 am Presentations by U. S. Delegation 

Topics: SESSION I11 

Board of Directors 
Board Meetings 
Association Decision-Making 
Relations with Government 
Mechanism of Lobbying 
Relations with Industry 
Communications with Members 
Mechanism of Members' Protection and Support 
Relations with Electricity Customers 

12:30 pm LUNCH 

* 
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KEWAssociation Administration 

Wednesdav, December 8,1999 (continued) 

2:00 pm Presentations Continued 

Topics: SESSION IV 

Tax Regulation of Association 
Media Interaction 
Industry Restructuring 
Unbundling in Energy Sector 
Mergers and Acquisitions 
Privatization 
Regulations 
Electricity Pricing and Losses 

4:00 pm Seminar Summary 

4:30 pm ADJOURN 

Thursday, December 9,1999 

9:30 am Panel Discussion with KEA Board Members 
Chaired By: Danial Dusengaliev, Executive Director, KEA 

(Topics to be specified by KEA) 

2:00 pm Panel Discussion Continued 

4:30 pm ADJOURN 

Friday, December 10,1999 

9:30 am Program Evaluation 
Albert Skeath, Deputy Program Manager, USEA 
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KEA/Association Administration 

Fridav, December 10,1999 

10:30 am Executive Planning Meeting for the Development of Plans for Future Activities 
KEA and USEA Managers 

12:30 pm LUNCH 

2:00 pm Exit Briefing with USAID 
Theodore Streit or James Goggin, Energy Public Policy Specialist 
- 
- Program Results 
- Future Plans 

4:30 pm ADJOURN 

Saturdav, December 11,1999 

FREE DAY in Almaty 

Sundav, December 12,1999 

3:55 am U.S. delegation depart Almaty on Air KLM, Flight #410 to Amsterdam. 

6:30 am U. S. delegation arrive in Amsterdam 

12:30 pm U.S. delegation depart Amsterdam on Air United, Flight #947 to 
Washington/Dulles. 

3:00 pm U. S. delegation arrive in Washington/Dulles. 

5:35 pm Albert Skeath departs Washington/Dulles on Air United, Flight #7156 to 
Allentown/Bthl. 

4:40 pm Robert Schiller departs Washington/Dulles on Air Delta, Flight #5722 to 
Cincinnati. 

5:40 pm Richard Flati departs Washington/Dulles on Air United, Flight #7 190 to 
Harrisburg. 
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KEA/Association Administration 

Sundav, December 12,1999 (continuedl 

6:13 pm Robert Schiller arrives in Cincinnati. 

6:35 pm Richard Flati arrives in Harrisburg. 

6:49 pm Albert Skeath arrives in Allentownh3thl. 
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USEA TRIP REPORT 

Kazakstan Electricity Association (KEA) 
Seminar on 

ASSOCIATION ADMINISTRATION 
December 6-10,1999 

A seminar on Association Administration was conducted during the period of December 6-10, 
1999 for the Kazakstan Electricity Association (KEA) in Almaty, Kazakstan. The program was 
organized and coordinated by the United States Energy Association (USEA). There were 37 
attendees. 

Speakers: 

Richard Flati, Counsel, Pennsylvania Electric Association (PEA) 
Dorothy Hovey, Administration Manager- President's Group, Edison Electric Institute (EEI) 
Robert Schiller, Senior Utility Management Advisor, National Rural Electric Cooperative 
Association (NRECA) 

Executive Summary: 

The seminar focused on association administration and was followed by separate meetings with 
four of the founding companies of KEA. Workplans for future activities were initiated and a 
Cooperative Memorandum for continued assistance was signed. 

CAR Program Review Meeting: 

On December 1, 1999, a Program Review Meeting for the USEA Central Asia Region (CAR) 
activities was conducted for Bob Ichord and Glen Anders of USAID. This review included 
discussions on the eight activities that USEA completed for CAR in FY 1999, the eleven activities 
planned for FY2000, the proposed budget for FY2000, a request for assistance from 
USAIDIAlmaty on an energy efficiency pilot program, and USEA's efforts to establish a 
permanent office and to hire a representative in Almaty. Anders remarked that the planned 
seminar for KEA supports the current USAID strategy in Kazakstan. 

Ichord and Anders were pleased with the USEA program focus and were particularly glad to hear 
about USEA's plan to hire a representative in Almaty. 

Overview for USATDIAlmaty: 

A meeting was held on December 6, 1999 with James Goggin and Sergei Elkin of USAIDIAlmaty 
to discuss the KEA seminar topics and objectives. This seminar represents the second activity for 
KEA. (An Executive Exchange Visit was conducted in September, 1999 in the United States.) 
The seminar is a continuation of the topics addressed during the exchange visit. Also discussed 
were the plans to establish an office and hire a USEA representative in Almaty, hture workplans 



for the CAR, a partnership for Energoproject, and assistance for a pilot energy efficiency 
program. A copy of the Program Review Report that was prepared for the Ichordlhders meeting 
was given to Goggin. 

Goggin stated that the USAID strategy in Kazakstan was being changed and the focus would be 
redirected to help the organizations and managers who can represent the voice of the people and 
industry. This grass-roots, bottom-up approach would replace the previous top-down approach 
that wasn't successfUl. USAJD adopted this philosophy of working with the lower levels to get 
organizations such as KEA involved in the reform process. He also said that Kazakstan is the 
world's largest pollution emitter on a per-capita basis and so KEA could play an important role in 
the establishment of specific goals for a Global Climate Change Program. 

Goggin said that a second theme for USAID/Almaty is that of public awareness of energy sector 
concerns. He said that this is another area that KEA could participate as the energy sector moves 
toward privatization. The education of the public could benefit both the suppliers of electricity 
and the consumers. Richard Flati of PEA remarked that the State of Pennsylvania is often used as 
a model on public education and awareness relating to the energy sector and he volunteered to 
provide assistance to KEA in this area. Goggin emphasized the importance of public involvement 
in energy issues and in establishing a proactive relation with the government on energy issues. 

In a separate meeting with Thomas Morris, Deputy Director for USAID/Almaty, Morris 
discussed the changes at the former Agency for Natural Monopoly Regulation (ANMR). He said 
that small business development has been merged with the regulatory agency responsibilities and 
that the new chairman is very positive on business development. Morris said that with the change 
of leadership at ANMR, the departure of several key employees, and the new scope of 
responsibilities, USEA must review its ICCIANMR partnership program focus. He said that the 
major focus of the regulatory agency will involve promotion of competition, elimination of 
monopolies, and the creation of small, private businesses. He said that legal and regulatory issues 
will be of interest for small business development. 

Seminar Presentations: 

The two-day seminar for KEA on December 7-8, 1999 was chaired by Albert Skeath of USEA 
and the three U.S. speakers gave a total of twelve formal presentations relating to association 
administration on the topics of organization, dues structures, budgets, staffing, legal basis for 
existence, committees, publications, conferences, by-laws, training programs, board of directors 
responsibilities, relations with government, industry, association members, and energy sector 
activities including restructuring, unbundling, mergers, acquisitions, and regulations. 
There were thirty-seven attendees at the seminars. Appendix I1 provides a list of the participants. 

Seminar Deliverables: 

As a result of this seminar, 

1 .  Each participant received a bound copy of the twelve formal presentations which were made by 



the three U.S. speakers. 

2. There were numerous handout materials from the U.S. delegation covering the topics of by- 
laws, organization charts, sample publications, training program schedules, conference notices, 
and annual reports. 

3 .  Responses to nineteen specific questions were provided. See Appendix I. 

4. Two workplans for future activities were developed. 

5. This trip report was prepared along with a news article for the USEA bi-monthly publication. 

Meetings with KEA Board Member Companies: 

On December 9, 1999 a series of four meetings were held with KEA Board Member Companies. 

Eneraoproiect (Salim Musegaliev, President). This is a privately owned company that is trying to 
introduce westem-style management principles. They are most particularly interested in having a 
U.S. utility as a partner to assist them in the areas of accounting, finance, business development, 
and to improve collections. Richard Flati of PEA suggested that a large-city utility company in the 
U. S. should be considered as a partner because they usually have "collections" problems. 

KazZinc (Anatoliy Sarisov). This is a large company that has zinc production, a refinery, hydro 
power production, and non ferrous metal operations. They sell power to KEGOC and their 
primary concern is the pricing format for transmission of power. 

Almatv Power Consolidated (Anatoly Glushkov. Vice President on External and Public 
Relations). This is a Tractebel company and the managers complained about insufficient cash 
flow, limited flexibility in its operation, the obligation for them to bum expensive, high quality 
fuel, the disagreements with the regulatory agency, and disagreements over tariff structures. 

KazNIIPenerpoprom (Gennadiy Andreyev). This is an engineering/construction company that is 
supportive of KEA as the representative for the Kazakstan energy industry. 

Seminar Evaluation: 

"This seminar was not boring. It was interesting. Further discussion on many issues would be 
helpful." Comment by a seminar participant. 

Boulat Nurzanov, Advisor to the Ministry of Energy, provided the following seminar evaluation 
report: "The exchange visit in September and this seminar in December made it clear that the U.S. 
associations want to help KEA. These were positive steps and KEA has proceeded to adopt some 
of the ideas that were presented. Six Standing Committees were formed by KEA after the 
exchange visit to the U.S. and the handout materials from this seminar will be studied to identifL 
ideas we can adopt. We will use many ideas from these presentations. The information by each 



presenter will be helpfbl to us. Robert Schiller's discussions on operations of cooperatives; 
Dorothy Hovey's presentations about EEI; and, Richard Flati's explanation of a state association. 
We received a lot of usefbl information and have an understanding of the changes the associations 
have gone through. It was interesting to hear about the changes that are occurring in the U.S. 
energy industry and the effect of the Energy Policy Act of 1992. In addition, KEA will utilize the 
administrative and budgeting process information that was descibed during the seminar." 

Salim Musegaliev, President of Energoproject, commented that, " A new wave of young 
professionals are coming into the Kazakstan electric industry. It enables us to implement reforms 
in an objective manner. We are lucky to have U.S. associations to help us and we appreciate both 
the exchange visit and the seminar. After the exchange visit, we immediately started 
organizational measures and changes. We especially appreciate that our suggestions for seminar 
topics were accepted. I am the head of the budget committee and I have learned about the budget 
process from you. This enabled us to formulate the year 2000 KEA budget in a new way. 
Previously, we used the old, Soviet process. We believe that this is a small victory in adopting a 
new process. We are gaining from this exchange of experience." 

Boulat added that a delegation fiom Kazakstan will visit the U.S. on December 17-23 and this 
week's seminar will be included in a short report to the Minister of Energy to include in his 
meetings in the U.S. 

David Thornton, Senior Electricity Policy Advisor-Hagler BaillyIAlmaty, commented that, "Over 
a year ago, the founders formed KEA and began to identify their responsibilities. The work of this 
partnership between U.S. associations and KEA under USEA leadership does much to define 
KEA's role. 1 am happy to see the formation of the six standing committees. This activity is 
supporting Hagler Bailly efforts and we thank you for allowing us to attend." 

Workplan Development: 

KEA prepared drafts on two workplans and has assigned work teams to each activity. The topics 
are: 

1. Administration of Associations 
2. Improvement of Legal Framework for the Power Market. 

These plans will be reviewed by USEA and a series of exchanges with the U.S. associations will 
be developed in support of these KEA workplans. 

Memorandum of Cooperation: 

A Memorandum of Cooperation was developed by the representatives of KEA and the U. S. 
associations covering the on going program of information exchange. A signing ceremony for this 
memorandum was conducted on December 10, 1999. KEA intends to send this document to the 
Minister of Energy. 



Exit Briefing with USAID: 

An exit briefing meeting was held on December 10 with Fred Guymont, Segei Elkin, and James 
Goggin. at USAIDIAlmaty. A copy of the presentations and the proposed workplans were given 
to Mr. Guymont. He expressed support for the continuation of the exchange activities between 
KEA and the U.S. associations. 

Albert H. Skeath 
Deputy Program Manager 

APPENDIX I-SEMINAR QUESTIONS AND ANSWERS 

1. What are the activities of the PEA Forestry Committee? 

Tree cutting, repairs after ice and storm damage, spraying, tree planting, right-of-way 
planning, and shrub and flower coverage. (The person who raised the question said he 
would like to learn more about this committee's work). 

2. What are the voltage limits on distribution and distribution lines? 

25 kV and 345 kV respectively. 

3.  How are annual budgets formulated? 

Money is earmarked for special events and areas such as pensions and health care. 

4. How do you raise money other than by dues? 

By charging registration fees for training courses and seminars. 

5. In an unregulated market, will small businesses have to buy more expensive power? 

There is an on-going process to address this concern. 

6. How are commercial losses counted? Are they included in prices? 

Electricity thefi in the U.S. is almost non-existent, and the percentage of non-payment is 
very low. There are social programs and customer assistance programs for consumers who 
can't pay for electricity. "Lifeline Rates" is one program that provides a limited quantity of 



electricity for low income families. 

7. Are there any mergers of cooperatives? 

Some cooperatives work together to build generating plants and sometimes they join 
forces to purchase materials at reduced prices for higher volume purchases. 

8. What was the fate of companies that built long transmission lines to serve just a few customers7 

After the lines were built into remote areas, more businesses and residences developed 
along the transmission lines thus making it profitable for the utilities. 

9. Are losses going up or down as a result of deregulation? 

The experience with customer choice and competition is limited but we haven't seen any 
change in losses. 

10. Have there been any non-payment problems asa result of restructuring? 

There hasn't been any noticeable change in non-payments. Utilities are restricted from 
disconnecting service during the winter season and some people go to social organizations 
for help in paying their electricity bills. 

1 1. What are the reasons for mergers? 

When an economic evaluation reveals the possibility of reduced cost of operations and 
subsequent rate reduction, boards of directors and stockholders will agree to vote on a 
possible merger which must then be approved by regulators. 

12. Are end-use consumers members of electric associations. 

No, because consumers have adequate representation elsewhere. To admit consumers as 
members would cause conflicts and delay actions. (EEI indicated that they have non- 
voting associate members who may by customers.) 

13. Does FERC set price limits for electricity? 

FERC approves long distance transmission rates, while each state regulatory agency 
approves the rates within their boundaries. The price of electricity includes components 
for generation, transmission and distribution. (In a cooperative, the local board of 
directors sets the rates). Utilities do have special provisions that allow them to recover 
cost through fbel adjustment clauses without getting frequent approvals from the 
regulators. 

14. Is it possible for one distributor to provide power to another distributor? How is price 



affected? 

Yes, it is possible and the final price will be a weighted average. 

15. With increased competition will associations lose members? 

Some associations are forming separate groups to address the new concerns that are 
arising as a result of competition. 

16. Can you make a drawing showing the electric sector structure in Pennsylvania and explain 
what will happen after retructuring? 

Richard Flati made a drawing on an easel and said that after restructuring the territories 
will not change. The big change will be retail choice-customers will be able to buy power 
from any generating company. 

17. How is frequency controlled? 

It is the responsibility of power pools to control frequency by matching load with 
generation. The pools are also interconnected to other states. This helps in frequency 
control. 

18. Is it possible for a large customer to buy power directly from a specific generating company? 

Yes, but before restructuring this was not allowed. 

19. Is transmission price based on distance? 

Although some organizations wanted this feature, others did not and the concept has not 
been implemented. 

APPENDIX 11-ATTENDEE LIST 

KEA Directorate: 

T. Musagaliev 
A. Sarkisov 
V. Getman 
G. Andreev 
V. Volkov 
Tumaeva Drugova 
V. Torlanbaev 

KEGOC 
Kazzinc 
Pavlodar Energy Service 
Kazak Energy Industry Project Institute 
AES 
AES 
Almaty Power Consolidated 



P. Saifbtdinov 

KEA Members 

T. Ismagulov 
R. Abugaliev 
Andy Rakham 
Nastya Yabbs 
Kim Baimenov 
Sabit Kanapianov 
Irina Michailova 
Malik Serikbaev 
V. Yatsenko 
Mailybai Timagambetov 
Victor Ankirsky 
Alexey Balyasnikov 
Asom Zhakupbekova 
Nina Shabash 

Supervisor-Members 

Birles Aliyarova 
Berrican Doskempiyov 
Akhmet Kaliev 
Vladimir Samarin 
James Varanese 
Marat Muzdybaev 
Oleg Michailov 
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Z. Kusherbaev 
A. Trofimov 
A. Alberti 
B. Nurzhanov 
D. Thorton 
L. Dardabaev 
S. Daniev 
Sergei Elkin 

Atmaty Power Consolidated 

Kajakumys 
Tangukopian Taldykorgan Electricity Company 
Karagando Distribution 
Karagando Distribution Company 

Kazchrome 
Kokshetau Energy Company 
Kokshetau Energy Company 
Aktubinsk Energy Company 
Kostanai Energy Company 
Mangistau Energy Company 
East Kazakstan Energy Company 
East Kazakstan Energy Company 
East Kazakstan Energy Company 
East Kazakstan Energy Company 

Kazak Institute of Power Engineering 
Kazak Institute of Power Engineering 

Kazak. Energy Labor Union 
ABB 
LeBoeff, Lamb & Greene 
LeBoeff, Lamb & Greene 
LeBoeff, Lamb, & Greene 

Kyzylorda Energy Company 
Kazek Rural Energy Project 
Reserve Cpacity Pool 
Advisor to Ministry of Energy 
Hagler Bailly 
Hagler Bailly 
Zhambyl Energy System 
USAID 
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United States Energy Association 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

EXECUTIVE EXCHANGE VISIT 
For the 

UNITED CONTROLLfNG CENTER OF ENERGY SYSTEMS 
OF CENTRAL ASIA (UCC ENERGY) 

Focusing On 

POWER POOL'S 
* * * * * *  

Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

And 

UNITED STATES ENERGY ASSOCIATION 

Location: New Yo&, Pennsylvania, Minnesota, Washington DC 
Dates: January 22 through February 3,2000 

Partici~ants 
Iskander Ametov, Chief Dispatcher, UDC 

Yuery Lyskov, Deputy Chief Dispatcher, UDC 
Vladimir Smolyakov, Deputy Head, Electric Schedules Service, IJDC 
Svetlana Bychikhina, Deputy Chief, Energy Schedules Service, kflDC 

Igor Zurin, Director, Tashkent Heat and Power Plant 



United States Enervv Association Januan, 22 through Februarv 3, 2000 

Saturdav, Januarv 22.2000 

7:40 a.m. Depart Tashkent on Transaereo flight 210 and arrive in Moscow at 9:50 a.m. 

1: 15 p.m. Depart Moscow on Delta flight 31 and arrive in New York at 3.45 p.m. 
Anthony Bitonti, Sr. Program Coordinator will greet delegation 

Delegation checks into the Roosevelt Inn Located at 45 East 45" Street Phone 
Number 212-661-9600 and the fax is 21 2-687-5064 

Sundav, Januarv 23,2000 

Recovery Day in NYC 

Mondav, Januarv, 24,2000 

9:00 am Meeting at Consolidated Edison (accompanied by NYISO) (Confirmed) 
Presentations by ConEd: 

Trading Floor Operations 
k Bi-Lateral Contracts 
k Settlement Process 
b Power Market Structure 

2:00 pm Tour of Facilities 

4:00 pm Ground transportation to Schenectady, NY 

7:00 pm Delegation checks into the Holiday Inn of Schenectady. Located at 100 Nott 
Terrace. Phone Number 5 18-393-4141 and the fax is 5 18-393-41 74 

Tuesdav, January 25,2000 

9:00 am Meeting at NYPOOLINYISO (Confirmed) 
Karl Tammar, Administrator of Industry Affcrirs 
2. Power Pool and ISO's 
k Governance 
> Reliability Standards 
b Operations 
b System Planning 
b Economic Dispatch 
> Control Center Operations 

4:30 pm Adjourn 
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United States Energv Association January 22 through February 3. 2000 

Wednesdav, Januarv 26,2000 

9:OO am Meeting at NYPOOLINYISO (Confirmed) 
Karl Tammar, Administrator of Industy Affairs 
b Computer Hardware 
2- Computer Software 
k Telemetry Data Acquisition 
> Data Transfer 
2- Display System 

2:00 pm Drive from Schenectady to Allentown, PA 

5:00 pm Arrive at Allentown, PA 

Delegation checks into the Hilton Allentown. Located at 904 Hamilton Mall. 
Phone number is 61 0-433-2221 and the fax is 610-433-6455 

Thursdav, Januarv 27,2000 

9:00 am Meetings and Presentations by Pennsylvania Bower & Light Company 
(Confirmed) 

Joe Mezlo, Director-International Business Development 
h Power Market Trading Operations 
b Relations with PJM Power PoolJISO 
k Regulations 
> Billing and Collections 

Fridav, Januarv 28,2000 

7:00 am Ground Travel to Norristown, PA 

9:OO am Meeting at BJM Bower Bool/ISO (Confirmed) 
John Gdowik, Cztslomer Relations and Training Department 
Franklin Petalell, Jr. Engineer, C14stomer Relations & Training 
2- Organization 
k Relation with Utilities and Government 
b Workstation Equipment 
> Settlement Calculations 
k Operating Reserve 
'r Simulators 
k Pricing Structure 
!+ Competitive Markets 
h Regulatory Requirements 
k Market Members Agreement 
k Market Members Licensing 
> System Operators Responsibilities 
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United States Energy Association Januan, 22 through Februaty 3.2000 
> Interchange Transactions 
k Open Access Transmission Services 
> Bid Price versus Clearing Price 

5:00 pm Ground Travel to Philadelphia 

Delegation checks into the Marriott Philadelphia. Located at 1201 Market Street. 
Phone number 2 15-625-2900 and the fax is 2 15-625-6000 

Saturday, Januarv 29,2000 

1 0:00 am Flight from Philadelphia to Minneapolis, MN 

3:00 pm Delegation checks into the Radisson Hotel St. Paul. Located at 11 E. Kellogg 
Boulevard Phone Number is 65 1-292- 1900 and the fax is 65 1-224-8999 

Sunday, January 30,2000 

Free Day in St. Paul, MN 

Monday, Januarv 31,2000 

9:00 am Meeting at MAPP Power Pool/ISO (Confirmed) 
Richard BuEman, General Manager, Chief Executive Officer 
Charlene Klien, Manager, Membership and Communications 
k Operations Overview 
> Relations with Utilities 
k Economic Dispatch versus Merit Bid 
h Congestion Management 
b Ancillary Services 
k Load Management 
b Billing Procedures 
k Dispatcher Training 

2:00 pm Planning Session for MAPP Seminar in Tashkent in May, 2000 
Richard Bulman, General Manager, Chief Executive Officer 
b Possible activity in Uzbekistan in the spring of 2000 

Tuesday, February 1,2000 

9:30 am Meeting at Northern States Power (Confirmed) 
Debra Kaiser, Project Consultant (Contact person) 
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United States Energy Association Januarv 22 through Februarv 3.2000 
> Independent Transmission Company Concept 
> Participation in Midwest IS0  

Noon Adjourn 

6:00 pm Flight from Minneapolis to Washington, DC 

Delegation checks into the JW Marriott. Located at 133 1 Pennsylvania Avenue. 
Phone Number 202-393-2000 and the fax is 202-626-6991 

Wednesday, February 2,2000 

9:30 a.m. Review meeting with United States Energy Association (Confirmed) 
8 William Polen, Program Manager, Energy Industry Partnership Program 

Albert Skeath, Deputy Program Manager, Energy Industry Partnership Program 
> Review Program 
P Future Activities 

@ 10:30 am Exit Briefing with the United States Agency for International Development 
Rajiv Rastogi, Manager, Power restructuring & Privatization, Energy & 
Infrastructure Division 
k Project Summary 
> Future Activities 
)i Program Focus 

o Power Marketing 
o Power Pool Operations 

Thursday, Februarv 3,2000 

* 
3: 10 p.m. Depart Washington on Delta flight 746 and arrive in New York at 4:20 p.m. 

6:00 p.m. Depart New York on Delta flight 30 and arrive in Moscow at 11 : 15 a.m. on 
Friday, February 4, 2000 

a Saturday, Februarv 5,2000 

12:35 a.m. Depart Moscow on Transaero flight 209 and arrive in Tashkent at 6:30 a.m 
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USEA 
United States Energy Association 

Date Of Issue: January 27,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

Executive Exchange Visit 
Bebveen 

KAZAKSTAN ELECTRICITY GRID OPERATING COMPANY 
And 

CALIFORNIA I S 0  

Focusing On I 
California Power Market Model 

* * * * * * 
Sponsored by 

U.S. AGENCY FOR INTERNATIONAL DEWLOPmNT 
And 

UNITED STATES ENERGY ASSOCMTION 

San Francisco and Folsom, California 
January 29 - February 7,2000 

Participants (Tentative) 
Oraz Jandosov, President 

Vladimir Barsukov, Director 
Sergey Shurupov, Deputy Director 

Valery Lee, Deputy Director 
Erikh Ulrikh, Director 

U.S. Energy Association (USEA) 
Albert H. Skeath, Deputy Program Manager, USEA 

Madina ~ l i ~ & o v a ,  consultant, USEA 

Interpreters 
Valeri Yegorov 
Natalia Jigalova 

Andrew Albicky - Sari Francisco 



KEGOCICAISO - California Power Market Model 

Background: 

KEGOC (Kazakstan Electricity Grid Operating Company) is an open joint stock company created 
in accordance with the Resolution of the Government of the Republic of Kazakstan on July 14, 
1997. KEGOC is a 100% state owned company consisting of power lines with voltages of 1 1OkV 
to 1 150 kV and support substations. KEGOC has been assigned to determine the development 
strategy for the electric sector, formulate its technical policy and draft perspective plans and 
programs. KEGOC has been designated as the organizer and technical operator of the wholesale 
market for electric capacity which is a system of free interrelations regarding the buyinglselling 
and transfer of electricity on a contract basis. 

The main objectives of KEGOC are to ensure reliability of the high voltage grid; ensure equal 
access to the wholesale electricity market for both producers and consumers; guarantee 
transmission to distribution companies; coordinate energy imports and exports; perform dispatch 
control; and, to develop and improve the technical aspects of the electric network. 

During the week of September 13-1 7, 1999 a seminar was conducted fbr KEGOC in Almaty by 
represent~tivcs of thc Cnlifornia !SO 3116 PaciSc Gas S C1citi.i~. Ci.ii ':Y'~y;liili, Freliidc~~t uT 
Strategy Integration Inc, served as coordinator and facilitator for this seminar. This seminar 
included detail presentations on topics of a comparison of international electricity markets; 
market implementation techniques; tradeoffs between transaction costs and the benefits of market 
approaches; attributes, criteria, and details of market mechanisms; energy and capacity market 
approaches; similarities and tradeoffs between bid-based and bilateral markets; balancing; long- 
term grid planning; and, approaches to reliability through markets. 

Objectives: 

The objective of this second activity by California I S 0  for KEGOC is to review the California 
Power Market Model in more depth. Topics will include a general market overview, basic 
services, grid operations, short-term and long-term operations, management information support, 
benefit sharing among market participants, and operations of the Independent System Operator. 

Program: 

The program will consist of an Executive Exchange Visit for five representatives of KEGOC that 
will include formal presentations, panel discussions, question and answer sessions, and a visit 
with a member company of CalISO. 

Deliverable: 

Upon the completion of this exchange visit the participants from KEGOC will prepare a White 
Paper on the California Power Market Model and draft legal and technical documents on the 
development and operation of the Kazakstan Power Market. 
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KEGOCICAISO - California Power Market Model 

Saturday, January 29,2000 

4:55 a.m. Delegation departs Almaty on Lufthanza Flight 647 to Frankfurt, Germany. 

7:10 a.m Delegation arrives in Frankfurt. 

10:40 a.m. Delegation departs Frankfurt on United Flight 3505 to San Francisco. California. 

1 :00 p.m. Delegation arrives in San Francisco 

3:00 p.m. Van via RMA will pick up delegation and take to hotel (9passengers + luggage) 

Lodging - Holiday Inn - Civic Center 
50 8"' Street 
San fiancisc~, CA 94103 
(415) 626-6id3 - B o n e  
(415) 552. CPBd -. FJXY 

Sunday, January 30,2000 

Recovery Day - Informal activities suggested 

Monday, January 31,2000 - San Francisco 

8:30 a.m. Transportation from hotel to I&O Program meeting below. 

9:00 a.m. Introductions and Opening Program 
James Boothe, Host 
LeBoeuf, Lambe, Greene & MacRae 
1 Embarcadero Center, Suite 400 
San Francisco, CA 94 1 1 1 
(415) 951-1 100 -Phone 
(415) 951-1180-Fax 

Eric Woychik, President 
Strategy Integration Inc. 
(510) 635-2359 - Phone 
(51 0) 635-5669 - FUX 

Jim Macias, Vice President 
PaciJic Gas & Electric 
Phone: (415) 973-7000 - Phone 
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KEGOCICAISO - California Power Market Model 

Monday, January 31,2000 (continued) 

9:30 a.m. Overview of California I S 0  and Power Exchange 
Eric Woychik, President 
Strategy Integration Inc. 

- Functions of IS0  and Power Exchange (PX) 
- Legal Basis for Creation of IS0  
- Governance and Board of Directors 
- Regulation 
- Market Participants 

10: 15 a.m. Summary of Key Points From the September Seminar 
Eric Woychik, President 
Strategy Integration IFZC. 

1 1 :00 a.m. Overview of PG&E's Institutional History 
Kermit Kubitz, Senior Attorney 
Pacific Gas & Electric 

- History.of PG&E and its Reform 
- Territory and Legal Setting 
- Basis for Franchise and Regulation 
- Business Units and Current Scope of PG&E 
- Overall Competitive Environment - Electric & Gas 

12: 15 p.m. Lunch 

1:30 p.m. XEGOC Overview 
KEGOC Delegation 
KEGOC 

- Territory and Country Setting 
- History of Kazakstan's Unbundling 
- Scope of Transmission Operations 
- Regulation and Tariff Structure 
- Market Operations 
- Review of Three (3) White Papers Developed By KEGOC 
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KEGOCICAISO - California Power Market Model 

Monday, January 31,2000 (continued) 

2:30 p.m. Overview of ?G&E's Transmission Operations 
Brian Hitson, Director of Transmission Policy 
Pacific Gas & Electric 

- Functions of PTO -- Rights and Responsibilities 
- Basis for Operations & Transmission Line Management 
- Basis for Investment and Profitability 
- Transmission Access Charge 
- Billing and Settlement Procedure 

3:15 p.m. Break 

3:30 p.m. PTO Interaction in the Competitive Environment 
Brian Hitson, Director of Ti-atumissiort Policy 
Pacqzc Gas and b'lectric 

- Regulatory Restrictions and Risk-Profile 
- I S 0  Requirements & Competitive Pressures 
- Competition of PTO vis-a-vis other TOs and Generators 
- Suggested Reforms for PTOs In California 

4:30 p.m. Moderator Summary and Q/A 
Eric Woychik, President 
Strategy Integration Inc. 

5:OOp.m. Adjourn 

5 :30 p.m. Transportation back to hotel (Holiday Inn - Civic Center) 

6:30 p.m. Pickup 15 passenger van (A1 Skeath) 

Tuesday, February 1,2000 

7:45 a.m. Transportation from San Francisco to Sacramento to California Energy 
Commission and California Oversight Board 
(9 participants + luggage) 
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KEGOCICAISO - California Power Market Model 

Tuesday, February 1,2000 (continued) 

10:OO a.m. California Energy Commission Overview 
Commissioner Robert Laurie 
California Energy Commission 
15 16 9th Street 
Sacramento, CA 958 14 
(9 16) 654-5204 - Phone 
(9 16) 654-4403 - Fax 

- CEC Responsibilities 
- FERC Responsibilities 
- CEC Role in Wholesale and Retail Markets 
- CEC Role in Facility Siting and Energy Efficiency 

10: 15 a.m. Electricity Deregulation in California 
Dan Nix 
California Energy Commission 

1 1 :00 a.m. Break 

1 1 : 15 a.m. California Oversight Board (COSB) Overview 
Pat McCaulif 
California Energy Commission 

- Importance of an Independent System Operator 
- Independent Board Governance 
- Wholesale Market Prices and the Federal Power Act 
- Market Power ~ b u s e  

12:OO p.m. Lunch 

1 :30 p.m. Round Table on Governance Issues and Reform 
CEC, COSB, Residential Consumer View 
Moderator: Eric Woychik 

- Summary of California Issues 
- Stakeholder vs. Independent Board of Directors 
- Stakeholder Involvement in Market Development - How to Preserve Independence to Enable Investment 

3:lSp.m. Break 
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KEGOC/CAISO - California Power Market Model 

Tuesday, February 1,2000 (continued) 

3 3 0  p.m. Round-Table on Market Issues and Reform (continued) 
Moderator: Eric Woychik 

- CEC View of Issues 
- COSB View of Issues 
- Consunler View of Issues 

4 5 0  p.m. Moderator Summary 
Eric Woychik, President 
Strategy Integration, Inc. 

5:00 p.m. Adjourn 

5:30 p.m. Van from Sacramento to Folsom. 

Folsom Lodging: Best Western - Heritage Inn 
11269 Point East Drive 
Rancho Cordova, CA 95742 
(916) 635-4040 - Phone 
(91 6) 635- 7198 - FCC 

Wednesday, February 2,2000 

9:00 a.m. Markets Defined - What and Why? 
Trent Carleson, Director of Operation, Support and Training 
California I S 0  
15 1 Blue Ravine Road 
Folsom, CA 95630 
(916) 351-2191 - Phone 
(916) 351-2310 - Fax 

- IS0 Scheduling 
- Bilateral Contracts 
- Bid-Based Auctions 
- Firm Transmission Rights Contracts 

9:45 a.m. Differences Between Energy, Capacity, and Reliability Reqmirernents 
Trent Carlson, Director of Operations, Support and Training 
California IS0 

10:15 Break 
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KEGOCICAISO - California Power Market Model 

Wednesday, February 2,2000 (continued) 

10:30 a.m. Congestion Management and Transmission Rights 
Ziad Alaywan, Director-Market Operations 
California IS0 

- Signaling Transmission Prices 
- Avoiding Generation Curtailments 
- Firm Transmission Rights Contracts 

12: 15 p.m. Lunch 

1.30 p.m. Approach to Frequency Control 
Ziad Alaywan, Director-Market Operations 
Culiforniu IS0 

- Answer to f i i ; c jC  questions 

3: 15 p.m. Break 

3:30 p.m. Ancillary Services Capacity and Balancing Markets 
Ziad Alaywan, Director of Market Operations 
California I S 0  

- AS Markets and Rationale Buyer 
- Self-Provision and AS Adjustment Bids 
- Balancing Markets and Settlement for Performance 
- Market Incentives and Planned Refinements 

4:30 p.m. Moderator Summary 
Eric Woychik, President 
Stategy Integration, Inc. 

5:00 p.m. Adjourn 

Thursday, February 3,2000 

9:00 a.m. Long-Term Transmission Planning 
Armie Perez, Director 
California I S 0  

I S 0  Panning Process 
Planning Criteria 
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KEGOCICAISO - California Power Market Model 

Thursday, February 3,2000 (continued) 

9:45 a.m. Transmission Reliability Criteria and Grid Planning 
Armie Perez, Director 
California IS0 

I S 0  Use of Planning Standards 
Answers to KEGOC Questions 

10:30 a.m. Break 

1 1 :00 a.m. CAISO Strategic Issues 
Steven Greenleaf, Director of Strategic Planning 
California IS0  

- IS0  Strategic Issues f ~ r  2000 
- Inierfa'ace with Federal Keguiators 

12: 15 p.m. Lunch 

1 : 15 p.m. Competition Arbitrage and Market Monitoring 
Anjali Sheffrin, Economist 

- Arbitrage Between Markets for Energy and AS 
- Market Monitoring 
- Detecting Market Power Abuse 

2:45 p.m. Reliability Must-Run Operations and Process 
Armie Perez, Director 
California IS0 

- RMR Operations 
- RMR Selection Process 

4:30 p.m. Moderator Summary 
Eric Woychik, President 
Strategic Integration, Inc. 

5 :00 p.m. Adjourn 
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KEGOCICAISO - California Power Market Model 

Friday, February 4,2000 

8:30 a.m. Check out of Best Western-Heritage Inn (store luggage with concierge) 

9:00 a.m. Ground Travel to San Francisco 

Lodging - Holiday Inn - Civic Center 
50 8"' Street 
Sun Francisco, CA 94103 
(415) 626-6103 -Phone 
(415) 552-01 84 - F ~ x  

12: 15 p.m. Lunch 

1 :30 p.m. Program Evaluation 
Eric Woychik, President 
Strategy Integraticn, Inc. 

Albert Skeath, Deputy Program Manager 
US Energy Association 

2:30 p.m. Workplan Development for Future Activities 
Albert H Skeath, Deputy Program Manager 
US Energy Association 
Energy Industry Partnership Program 

- Topics 
- Future Activities 
- schedules 
- Deliverables 

5:00 p.m. Adjourn 

9:00 p.m. RETURN VAN 

Saturday, February 5,2000 

12:OO Noon Van via RMA will pick-up delegation and take to Airport 
(9 participants + luggage) 

3:00 p.m. United Flight # 3504 from San Francisco to Frankfurt. 
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KEGOCICAISO - California Power Market Model 

Sunday, February 6,2000 

10:30 a.m. Arrival in Frankfurt, Germany 

1 :40 p.m. Lufthanza Flight # 648 from Frankfurt to Almaty 

Monday, February 7,2000 

1 : 15 a.m. Arrival in Almaty 
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ATTACHMENT 53 



USEA 
- 

United States Energy Association 

United States Energy Associatian 
Energy Industry Partnership Program 

Executive Exchange Visit 

KAZAKSTAN ELECTRIC ASSOCIATION (KEA) 

COMMITTEE RESPONSIBILITIES 

("Tariff AM) Tax Policy" and "Legislation and Regulations") 

New York City, New York 
Allentown, Norristown, and Harrisburg, Pennsylvania 

Washington, DC 

March 25 - April 4,2000 

Sponsored by: 
U.S. Agency for International Development 

List of Partickants 
Danial Duisengaliev, Executive Director, KEA 
Gennadiy Andreev, Committee Chairman, KEA 

Talgat Zhamunhanov, Committee Chairman, KEA 
Boulat Nurzhanov, Committee Chairman, KEA 

Valery Torlambaev, Deputy Director A.P.C. 

U.S. Enerw Association CUSEA) 
Albert Skeath, Deputy Program Manager, USEA 

Jason Handock, Program Coordinator, USEA 
Madina B. Aliyarova, Consultant, USEA 

Inter~reters 
Anton Dolgopolov 

Chandrika Tolstiakova 



KEAICommittee Responsibilities 

The Kazakstan Electricity Association (KEA) was founded in 1998 to coordinate the activities and protect the 
common interests of the electric power industry of the Republic of Kazakstan; to support all organizations whose 
activities relate to the industry; to work on state laws and legislation pertaining to the industry; to arrange forums, 
conferences and meetings at which members of the association can acquire a better understanding of the problems 
of the industry; and, to defend the interests of the members. 

The association consists of twenty-eight (28) members including eight founding members, sisteen (16) 
participating members. and four (4) observing members. Annual dues are $3000, $2000, and $1000 respectively 
for founding, participating . and observing members. The association is governed by a ten-member Board of 
Directors who are selected from among the association member organizations. 

On September 20-24, 1999. a delegation from KEA participated in an executive exchange to the United States 
during which they visited seven energy-related associations. This advisory mission is a continuation of the 
information exchange that was begun in the September exchange visit. 

On December 6- 10, 1999. representatives of EEI. PEA, and NRECA conducted a seminar in Almaty for KEA. 
The focus of this seminar was on the organization and administration of associations in the United States. 

The third activity for KEA will consist of on exchange visit to the United States to address the role and 
responsibilities of association committee. 

Objectives: 

The objectives of this exchange visit are: 

1) Attend presentations at PP&L, PJM, PEA, PaPUC, Adams Co-op, EPSA, and LeBoeff et al on 
the topics of association committee activities. 

2) Develop workplans for a follow-up activity in Almaty in late July. 

3) Conduct a briefing meeting with USAID. 

The program for this activity will include the following: 

I )  Formal presentations by seven (7) U.S. organizations on the topic of committee 
responsibilities and accomplishments. 

2) Development of plans for a fbture activity. 
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Saturday, March 25,2000: 

4: 55 a.m. Lufthanza Flight 647 departs Almaty 

7: 10 a.m. LuRhanza Flight 647 arrives in Frankfurt, Germany. 

10:50 a.m. United Flight 35 17 from Frankhrt to JFK Airport in New York City. 

1 :25 p.m. Delegates arrive at JFK. Met by Chandrika Tolstiakova and Jason Hancock of 
USEA. 

2:30 p.m. Ground transportation to hotel. 

3:30 p. m Lodging in NYC: Roosevelt Hotel 
45 East 45" Street 
xcw YOPA cay r oor 7 
(262) 661-9600 - Pkonr 
(212) 885-6168 - F a  

Sunday, March 26,2000: 

Recovery Day in New York City. 

2:20 p.m. Second interpreter, Anton Dolgopolov departs Air United on Flight #7154 to 
Allentown, PA 

4:00 p.m. Ground transportation by van to Allentown, Pennsylvania 

6:00 p.m. Delegates and second interpreter, Anton Dolgopolov arrive in Allentown, PA. 

Lodging in Allentown: Allentown Hilton. 
9 th & Hamilton Streets 
Allentown, PA 18101 
(610) 433-2221 - Phone 
(61 0) 433-6455 - F a  

Monday, March 27,2000: 

9:00 a.m. Meeting at Pennsylvania Power & Light Company 
2 North 9" Street 
Allentown, PA 18 10 1 
(6 10) 774-58 14 - Phone 
(6 10) 774-6670 - Fax 
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KEAICommittee Responsibilities 

Mondav, March 27,2000 (continued): 

Joseph Mezlo, lizterrmtior~al Scrvices Manager 

Rate Design Methodologies 
Cost of Service Process 
Relations with PA-PUC 
Relations with PJM-IS0 
Expenses Included in Tariffs 
License Procedure 
Bi-Lateral Contracts 
Non-Payment and Theft Problems 
Rate Application Documents 
Who Provides Meters 
Expenses InciudeJ in Tariffs 
Can Utilities LC in Cthcr C.iisini;;~s 

Tuesdav, March 28,2000: 

7:30 a.m. Ground Transportation by van to King of Prussia, Pennsylvania 

9:30 a.m. Meeting at PJM 
95 5 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 
(6 10) 666-8841 - Phone 
(6 10) 666-43 79 - Fax 

John Gdowick, Training Department 

Energy Market Operations 
Locational Marginal Cost 
Transmission Congestion 
Ancillary Services 
Day Ahead Planning 
Real Time Operations 
Reactive Supply 
Voltage Control 
Operating Reserves 
Spot Market 
Scheduling and Bid Process 
Grid Planning 
Grid Tariffs 
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KEAICommittee Responsibilities 
- Regulation of PJM 

Tuesday, March 28,2000 (continued): 

3 :00 p m. Ground Transportation by van to Harrisburg, Pennsylvania 

5:00 p.m. Arrival in Harrisburg 

Lodging in Harrisburg: Days Inn 
391 9 N. Front Street 
(Interstate 81, Exit 22) 
Harrisburg, PA 1 71 10 
(71 7) 233-31 00 - Phone 
(71 7) 233- 641 5 - FKC 

Wednesday, March 29,2000: 

9:00 3.m. Meeting ni th  Per?nsy!vsnia Electric Association (PEA) 
800 N. Third Street, Suite 301 
Harrisburg, PA 17 102 
(717) 257-5854 - Phone 
(717) 257-5858 - Fax 

Richard FZati. C'otrnsil 

- Federal Energy Legislation 
- State Energy Legislation 
- Legislations Publications 
- Public Information and Education Activities 

1 :30 p.m. Meeting at Pennsylvania Public Utility Commission 
23 1 State Street (North Office Building) 
Harrisburg, PA 17 10 1 
(717) 787-2139 - Phone 
(7 17) 787-2545 - Fax 

Dr. Ahmed KaZoko, Chief Economist 

- Restructuring of the Electric Power Industry 
- Customer Choice 
- Electric and Gas Convergence 
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KEA/Committee Responsibilities 8 

Thursdav, March 30,2000: 

9:00 a.m Continuation of Meeting at PAPUC 

- Role and Responsibility of Commission 
- Tariff Approval Process 
- Rate Applications 
- Public Hearings 
- Rules and Regulations for Design, Construction and Operation of 

Power Plants and Electric Networks 

1 :00 p.m. Ground Travel to Adams Rural Cooperative 
13 3 8 Biglerville Road 
Gettysburg, PA 17325 
(717) 334-921 i - Phone 
(717) 334-3980 -. Fax 

Dan Murray, General Manager 
Joe Cole, Manager, Finmrce and Human Resources 
Jim Krzct, Manager, Communicatior~/Customer Service 

- Organization Structure at a Cooperative 
- Operations of a Cooperative 
- Licensing 
- Tariff Methodology 
- Membership Benefits 
- Use of Profits 

5:00 p.m. Ground transportation by van to Washington, DC 

7:00 p.m. Arrival in Washington, DC 

Lodgng in Washirlgton, DC: Courtyard Marriott 
900 F Street, N. W. 
Washington, DC 20004 
(202) 638-4600 - Phone 
(202) 638-4601 - FUX 

- 
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KEAICommittee Responsibilities 

Friday, March 31,2000: 

9:00 a.m. Meeting at Electric Power Supply Association (EPSA) 
1401 H Street, N.W. 
Washington, DC 20005 
(202) 789-7200 - Phone 
(202) 789-720 1 - Fax 

Tdfinly Elliot, Mmager of Policy 

Role and Responsibilities of the following committees: 

- Legislative AfFairs Committee 
- Regulation Mairs Committee 
- Public Xb i r s  Coir~rniltee 
- Tax Policy Wcrking @our; 
- Power Marketers Working Group 

10:30 a.m. Meeting at LeBoeff, Lamb, Leiby & MacRae 
1875 Connecticut Avenue. N.W. 
Washington, DC 20009 
(202) 986-8000 - Phone 
(202) 986-8102 - Fax 

Lawrence Acker, Partner 

- Federal Power Act 
- Administrative Procedures Act 
- Licensing 
- Rule Making 
- Administrative Law/Judge Responsibilities 
- Contested Cases 
- Public Hearings 

1.00 p.m. Workplan Development 
U. S. Energy Association 
(202) 3 12-1230 - Phone 
(202) 682- 1826 - Fax 

Albert Skeath, Deputy Program Manager 

- Tariff and Tax Policy Committee 
- Legislation and Regulation Committee 
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KEA/Committee Responsibilities @ 

Friday, March 31, 2000 (continued): 

3 :00 p.m. Exit Briefing with USAID 
Rnjiv Raslogi, Contracts Technical Representative, IJSAID 

- Program Review 
- Program Evaluation at USEA 
- Plans for Future Activities 

7:00 p.m. Interpreters complete nssignment 

Saturdav, April 1, 2000: 

Free Day irz Wasliirlglon, DC 
( O C L U ~ I Y ~ ~ I I I ~ ~ '  i5y JQJUII H W ~ C O C ~ )  

Sunday, April 2,2000: 

2:00 p.m. Ground transportation by van to Dulles Airport for Duisengaliev, Andreev, 
Zhamuhanov, Nurzhanov, and Tiesov. (Janson Hancock will 
Accompany delegation to airport) 

5: 15 p.m. United Flight 916 departs for Frankfurt, Germany. 

Monday, A~r i l3 ,2000:  

7: 10 a.m. Arrival in FrankfUrt. 

1 1 : 10 a.m. Lufihanza Flight 648 departs for Almaty. 

10:40 p.m. Arrival in Almaty 

Tuesdav, April 4,2000: 

2:00 p.m. Ground Travel to Dulles Airport for Madina Aliyarova 

5 : 1 5 p.m. United Flight 9 16 departure for Frankfurt, Germany. 
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KEAKornmittee Resoonsibilities 

Wednesday, Aoril5.2000: 

7: 10 a.m. Arrival in Frankfbrt (Aliyarova) 

1 :50 p.m. Lufthanza Flight 648 departure for Almaty 

Thursdav, A~ri l6 .2000:  

1 :20 a.m. Arrival in Almaty (Aliyarova) 

NOTE: AIiyarova will he at (/SEA on April -1-5 for trairzirzg and orientation. 
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ATTACHMENT 54 



USEA 
United States Energy Association 

(ELEVENTH DRAFT) Date of Issue: April 18, 

United States Energy Association 
Energy Industry Partnership f rogram 

STUDY Tom 
on 

DISTRICT HEATING 
ENERGY EFFICIENCY 

Sponsored by: 
U.S . Agency for International Development 

To 
New h r k  City, W ;  Chicago, IL; St. Paul, MN; and Washington, DC 

List of Participants 
Berikkan Doskempirov, Vice President KAZNIIPower Institute 

Mukhambet Maliev, President Atyrau TES 
Elaman fliasov, Director of Atyrau Heat and Hot Water Networks 

Anatoly Korzhenetskiy, Head Engineer, ~ i P I E n e r g o p r o m  
Kalkaman Suldmenov, Ministry of Energy-Energy Saving Department 

Salim Musagaliev, President, JSC "Energoproject'' 

USAID Rearesentative 
Theodore Streit, Energy Public Policy Specialist 

U.S. Enerw Association CUSEA) 
Albert Skeath, Deputy Program Manager, USEA 

Jason Hancwk, Program Coordinator, USEA 

Interareters 
Chandrika Tolstiakova 

Dmitry Zolotov 



DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

BACKGROUND: 

USAIDICAR has requested USEA to organize a study tour that would support the 
demonstration projects being planned under the new USAIDICAR strategy. These 
projects will be in the area of improving municipal energy, retrofitting district heating 
systems, and implementing tariff reform. 

The participants of this study tour will be those people who will have to design, 
implement, and regulate the activities of the generation and distribution of heat and 
electricity in a single locality. Emphasis for this tour is on how one evaluates, designs, 
and executes energy efficiency projects in this sector, and what technologies the US 
partners have found to be most beneficial. 

Future work will include follow up technical meetings and replication effort to other 
municipalities. 

OBJECTIVES: 

This exchange visit will focus on energy efficiency activities at District Heating 
Facilities. Topics of discussion will include technological aspects, financing, economic 
evaluation, and interactions among the energy efficiency program participants. 

Additional topics of focus will be clean coal technology, with an emphasis on burning of 
coal with a high ash content, and cooling tower designhperation. (if time permits) 

PROGRAM: 

The program will consist of a total of ten meetings, presentations, and tours that will 
cover the topics of energy efficiency at district heating facilities, clean coal technology, 
and cooling tower desigdoperations. 

-- 
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Saturdav, A~ril8.2000 

4:50 a.m. Lufthansa Flight 647 from Almaty to FrankfUrt 

6:50 a.m. Arrival in Frankhrt 

10:35 a.m. United Flight 35 17 from Frankfurt to NYC (JFK) 

12:45 p.m. Met by Jason Hancock and Chandrika Tolstiakova, Interpreter. 

Lodging: Roosevelt Hotel 
45 East 4 5 ~  Street 100 17 
Tel: 2 12-66 1-9600 
Fax: 212-885-6168 

Sunday, A ~ r i l 9 . 2 0 0 0  

RECOVERY DAY IN NEW YORK CITY 

10:OO a.m. Site Seeing Tour - Accompanied by Jason Hancock and 
Chandrika Tolstiakova 

4:00 p.m. Program Overview 
Roosevelt Hotel Conference Room - (York Suite) 
Barry Worthington, Executive Director, USEA 
Albert Skeath, Deputy Program Manager 

6:00 p.m. Welcoming Dinner - (Location TBD) 
Hosted by Barry Worthington 

Monday, April 10,2000 

8:00 a.m. Overview of District Heating in the U.S. 
Roosevelt Hotel Conference Room - (York Suite) 

John Fiegal 
International District Heating Association 
Tel: 202-429-5 1 1 1 

9:30 a.m. Depart for ConEd Facility 

10:OO a.m. Site Visit at Consolidated Edison Waterside Station 
District Heating Facility 
701 First Avenue at 40* Street 
New York City, NY 
Patrick Williams, Technical Manager 
Tel: 2 12-56 1-2628 
Fax: 2 12-689-4784 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Monday, April 10,2000 (continued) 

Tour Coordinator: Alberta Watkins 
Tel: 2 12-460-6 193 

- Operations Review 
- Demand Side Management Programs 
- Reducing Pipeline Losses 
- Increasing Plant Eficiency 
- Control System Modifications 

12: 15 noon LUNCH (sponsored by USEA) 
United Nations Building 
46fh Street and 1'' Avenue 
(Jacket and tie andphoto ID is required) 

2:00 p.m. District Heating in Public Housing Units 

Condominium Complex 
630 First Avenue 
New York City, NY 

(Return to hotel by cab or walk) 

Tuesdav, April 11,2000 

9:00 a.m. Depart for Con Ed 

9:30 a.m. Meeting with Consolidated Edison 
701 First Avenue at 4oth Street 
New York City, NY 

- Pricing Issues 
- Tariff Design 
- Low Income Programs 

1 :30 p.m. Site Visit to ConEd Learning Center 

- Steam System Training 
- Operator Training 
- Power Plant Simulator 
- Instruments and Control Simulator 

5:00 p.m. Van to LaGuardia Airport 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Tuesday, A ~ r i l  11,2000 (continued) 

7:00 p.m. Air United, Flight #671 to Chicago, IL 

8:29 p.m. Arrival in Chicago 

Van to hotel 

Lodging: Hotel Allegro 
17 1 W. Randolph Street 
Chicago, UL 
Tel: 3 12-23 6-0 123 
Fax: 3 12-236-3440 

Wednesdav, A ~ r i l  12,2000 

9:00 a.m. Tour of University of Chicago District Energy System 
Location (to be determine4 

Patrick Cronin, Manager International Marketing 
Johnson Controls 

Presentation by Johnson Controls 

- District Heating System 
- Controls 

Plant Tour 
- Steam System 

1 1 :00 a.m. Modeling District Heating Improvements 
Patrick Cronin, Manager International Marketing 
Johnson Controls 
Prudential Building, Plaza Club 
130 E. Randolph, 4oth Floor 
Chicago, IL 
Tel: 
Fax: 

- Demonstration of efficiency model computer system 

2:00 p.m. Meeting at Sargent & Lundy Energy Services Division 
55 East Monroe Street 
Chicago, IL 60603 
Andrew Marcos 
Tel: 3 12-269-6622 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Wednesday, April 12,2000 (continued) 

- Plant Audit Process (Due Diligence) 
- Project Scoping 
- Project Estimating 
- Audit Recommendation 

Thursday, April 13,2000 

9:00 a.m. Tour of University of Illinois 
Steam Distribution System 
1 100 South Morgan Street 
Chicago, IL 

Ken Burick 
Tel: 3 12-996-4445 

Presentation 
- System Design and Operation 
- Energy Eficiency Features 

Plant Tour 
1717 West Taylor Street 
Chicago, IL 
- Operations Review 
- Staffing 

2:00 p.m. Meeting at Illinois Commerce Commission 
160 North LaSalle Street 
Chicago, IL 

Robert Garcia 
Assistant to Commissioner Ruth Kretschmer 
Tel: 312-814-2859 

- Role of Municipal Government 
- Role of Consumer Advocates 
- Role of Regulatory Agency on District Heating Facilities 
- Resolution of Contract Disputes Between District Heating and 

Commercial Users 
- Role of Other State Agencies 
- Public Hearings 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Friday, A ~ r i l  14,2000 

9:00 a.m. Peoples Energy-District Heating Facility 
130 E. Randolph Street 
Chicago, IL 

- Presentation on Trigeneration Project 

Katherine Donoji-io 
Tel: 3 12-240-4262 
Fax: 3 12-240-369 1 

12:OO Noon LUNCH 
Hosted by Don Field 

1.30 p.m. Tour at Trigeneration 
22 1 1 South Martin Luther King Drive 
Chicago, IL 

4:00 p.m. Return to Hotel 

Saturdav, A ~ r i l  15,2000 

FREE DAY IN CHICAGO 

Sunday, A ~ r i l  16,2000 

1 1 :44 a.m. United flight 609 from Chicago to Minneapolis, MN 

1 :00 p.m. Arrival in Minneapolis 

Lodging: Radisson Hotel 
4 1 1 Minnesota Street 
St. Paul, MN 55 101 
Tel: 65 1-29 1-8800 
Fax: 65 1-292-8845 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Monday, A ~ r i l  17,2000 

7: 15 a.m. Depart hotel for Beck, MN 

9:00 a.m. Tour and Presentation at Northern States Power 
Sherburne Generating Power Plant 
Becker, MN 

June Ackerman 
Tel: 612-330-671 8 

- Cooling Tower Design & Operation 
- Wind Impact 
- Cooling Tower Elements 

11 :30 a.m. Depart Sherburne Plant 

2:00 p.m. Meeting at Honeywell Technology Center 
3660 Technology Drive 
Minneapolis, MN 

Jay Patel 
Tel: 6 12-95 1-752 1 

John Nomura 
Tel: 61 2-95 1-7127 

Stephanie Reuer (Washington DC Contact Person) 
Tel: 202-662-2642 

- District Heating Technology 
- Energy Eficiency for Homes and Buildings 
- System Control 

Tuesday, A ~ r i l  18. 2000 

8:45 a.m. Van to District Energy St. Paul 

9:30 a.m. Meeting at District Energy St. Paul 
Trudy Sherwood, Marketing Communication Manager 
76 W. Kellog Blvd. 
St. Paul, MN 
Tel: 65 1-297-8955 

- 
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DISTRICT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Tuesday, A ~ r i l  18,2000 (continued) 

Doug Maust, Vice Presiu'L.nt/Developmt?nt 

System Operation 
Energy Eficiency Program 
Billing and Record Keeping 
Reducing Water Usage 
Lowering Water Temperature 
Water Treatment 
Forecasting Usage 
Rebate Programs 
Rate Structure for Consumers 
Heat Meters 
Thermal Storage 
Boiler Operation Optimization 
Varying Firing Rates 
Waste Heat Recovery 
Communications Equipment 
Reducing Emissions 

2:30 p.m. Ground travel to Minneapolis Airport 

4:00 p.m. Northwest flight 957 to Chicago 

5:30 p.m. United Air, Flight 256 to Washington/Dulles 

8: 52 p.m. Arrival in Washington/Dulles 

Van to Hotel 

Lodging: Washington Marriott 
122 1 22nd Street, N. W. 
Washington, DC 20037 
Tel: 202-872-1500 
Fax: 202-872- 1424 

UNITED STATES ENERGY ASSOCIATION \ \ ENERGY jhNDUSTRY PARTNERSHIP PROGRAM 9 
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Wednesday, A ~ r i l  19,2000 

8:00 a.m. Depart hotel for the Pentagon 

9:00 a.m. Site Visit to District Heating Systems 
- Pentagon Heating and Refrigeration Plant (NO CAMERAS) 

Department of Defense 
45 Old Jefferson Davis Highway 
Arlington, VA 

Robert Billak 
(703) 697-4478 

11:OO a.m. Site Visit to District Heating 

- General Service Administration Facility 
13' and C Streets, S. W. 
Washington, DC 

Steven W ilford 
Phone - TBA 

2:00 p.m. Site Visits to National Institute of Health 
Wisconsin Avenue, N. W. 
Bethesda, Maryland 

Terry Christensen 
Central Utilities Section 
Phone - TBA 

6:00 p.m. DINNER 
(Barry Worthington's Home) 

9:00 pm Returrz to hotel 
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DISTIUCT HEATING AND ENERGY EFFICIENCY STUDY TOUR 

Thursdav, A~ril20.2000 

The following meetings will be held at USEA: 

8: 15 a.m. Depart hotel for meeting at USEA 

9:00 a.m. Financial Analysis of Energy Efficiency Options 

Carel Mulhollazd 
AED 
Tel : 

- Alternative Financial Shared Savings 
- Potential Role and ESCO's 

10:OO a.m. Developing a Business Plan 
Matthew Buresch, Deloitte, Touche, and Tornatsu 

- Mission Statement 
- Corporate Objectives 
- Financial Plan 
- Community Programs 
- Customer Service 
- Annual Report 

1 :00 p.m. Communicating with Customers through Media 

Rhonda Benz 
APCO Associates 
Tel: 202-778-6333 

- How Utilities Communicate with Customers through the Media 

3:00 p.m. Open Discussion 



DISTRICT HEATING AND ENERGY EFFICLENCY STUDY TOUR 

Friday, Al~ri121,2000 

The following meetings will be held at USEA: 

8:15 a.m. Depart hotel for meeting at USEA 

9:00 a.m. Meeting with Alliance to Save Energy (at USEA) 

Mark Hopkins, Vice President 
Angela Morin, Program Associate 
Tel: 202-530-2252 

Presentation 
- Energy Efficiency Programs 
- Municipal Energy Applications for Kazakstan 

1 1 :00 a.m. Program Evaluation and Workplan Development 
Albert H, Skeath, Deptciy Program Manager, []SEA 

- Study Tour Results 
- Plans for Future Activities 

1 :00 p.m. Exit Briefing with USAID at USEA 

Rajiv Rastogj 
Manager Power Restructuring and Privatization 
Tel: 202-7 12-4944 

2:30 p.m. Van back to hotel for luggage 

3:00 p.m. Ground Transportation to Wash/DuIles Airport 

5:40 p.m. United Flight 946 from Washington, DC to Amsterdam 

Saturday, Auril22,2000 

2: 10 p.m. KLM Flight 409 from Amsterdam to Almaty 

Sundav, A~r i l23 ,2000  

2:00 a.m. Arrival in Almaty 
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KEGOC/CAISO - Grid Code Development 

KEGOC (Kazakstan Electricity Grid Operating Company) is an open joint stock company created 
in accordance with the Resolution of the Government of the Republic of Kazakstan on July 14, 
1997. KEGOC is a 100% state owned company consisting of power lines with voltages of 1 1OkV 
to 1 150 kV and support substations. KEGOC has been assigned to determine the development 
strategy for the electric sector, formulate its technical policy and draft perspective plans and 
programs. KEGOC has been designated as the organizer and technical operator of the wholesale 
market for electric capacity which is a system of fiee interrelations regarding the buyinglselling 
and transfer of electricity on a contract basis. 

The main objectives of KEGOC are to ensure reliability of the high voltage grid; ensure equal 
access to the wholesale electricity market for both producers and consumers; guarantee 
transmission to distribution companies; coordinate energy imports and exports; perform dispatch 
control; and, to develop and improve the technical aspects of the electric network. 

During the period of June 12- 19, 1999, Eric Woychik, president of strategy Integration, Inc. 
visited Almaty Kazakstan to conduct exploratory meetings with KEGOC and other energy sector 
enterprises for the purpose of developing a workplan of activities between KEGOC and the 
California ISO. 

During the week of September 13-17, 1999 a seminar was conducted for KEGOC in Almaty by 
representatives of the California IS0 and Pacific Gas & Electric. Eric Woychik, President of 
Strategy Integration Inc, served as coordinator and facilitator for this seminar. This seminar 
included detail presentations on topics of a comparison of international electricity markets; 
market implementation techniques; tradeoffs between transaction costs and the benefits of market 
approaches; attributes, criteria, and details of market mechanisms; energy and capacity market 
approaches; similarities and tradeoffs between bid-based and bilateral markets; balancing; long- 
term grid planning; and, approaches to reliability through markets. 

On January 29 through February 7,2000, an executive exchange visit for representatives of 
KEGOC was conducted at the California IS0 to review the California Power Market Model in 
more depth. Topics included a general market overview, basic services, grid operations, short- 
term and long-term operations, management information support, benefit sharing among market 
participants, and operations of the Independent System Operator. 

Obiective: 

The fourth activity under the KEGOCICal IS0  program will be an Advisory Mission in Almaty 
on May 15-19, 2000 by Cal IS0 to assist in the review and development of a Grid Code that is a 
requirement for Kazakstan's loan from the World Bank. 

United States Energy Association \\ Energy Industry Partnership Program 2 



KEGOC/CAISO - Grid Code Development 

The program will consist of an Advisory Mission by four representatives of Cal IS0  to review 
and comment on a draft Grid Code that has been prepared by KEGOC. 

Prior to the advisory mission, the Cal IS0 delegation will meet with officials at the Stockholm, 
Sweden grid company to discuss their codes and policies as input for the Almaty meetings. 

Deliverable: 

Upon the completion of this advisory mission the participants from KEGOC will prepare a 
summary on the California IS0  comments on the draft grid code and will prepare a revised draft 
of the policy document. 
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KEGOCfCAISO - Grid Code Development 

Thursdav, Mav 11,2000 

7:50 a.m. Eric Woychik and Steve Aruadou depart San Francisco on United Air, Flight 
136 to Chicago. 

1:42 p.m. Delegation arrive in Chicago. 

4:20 p.m. Eric Woychik and Steve Aruadou, depart Chicago on United Air, Flight 9358 to 
Stockholm, Sweden 

5:45 p.m. A1 Skeath departs Newark on Air United, Flight # 9368. 

Friday, May 12,2000 

7:35 a.m. Delegation anive in Stockholm, Sweden. 

7:40 a.m. A1 Skeath amve in Stockholm. 

10:OO a.m. Meeting at Stockholm Grid Company to review and discuss grid code policies. 

Saturday, Mav 13,2000 

10:OO a.m. Cal IS0 meeting to review draft KEGOC Grid Code and to prepare comments. 

4:30 p.m. Barbara Evans depart Houston, Texas on Air United, Flight #3543 for Frankfurt. 

Sunday, Mav 14,2000 

9:30 a.m. Barbara Evans arrive in Franfir t .  

10:05 a.m. Eric Woychik, Steve Aruadou and A1 Skeath depart Stockholm, Sweden on Air 
Lu&anza, Flight # 3007 to Frankfurt. 

12:25 p.m. Delegation amve in Frankfurt. 

1:50 p.m. Eric Woychik, Barbara Evans, Steve Aruadou and Al Skeath depart Frankfurt on 
Air Lufthanza, Flight # 648 to Alrnaty. 
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KEGOCICAISO - Grid Code Development 

Monday, May 15,2000 

1 :20 a.m. Delegation arrive in Almaty 

1.00 p.m. Orientation Meeting at USAID 
Theodore Streit, Eergy Policy Specialist 

3:00 p.m. Planning Meeting at KEGOC 
Oraz Jandosov, President 

Tuesday, Mav 16,2000 

9:00 a.m. Grid Code Review 
to (Pages 1-35) 

4:30 p.m. 

Wednesdav, Mav 17,2000 

9:00 a.m. Grid Code Review 
to (Pages 36 - 75) 

4:30 p.m. 

Thursdav, May 18,2000 

9:00 a.m. Grid Code Review 
to (Pages 76 - 1 15) 

4:30 p.m. 

Friday, May 19,2000 

9:00 a.m. Program Summary and Development of Next Activity 
to Albert Skeath, Deputy Program Manager 

Noon 

1:30 p.m. Exit Briefing with USAID 
Theodore Streit, Energy Policy Specialist 

Saturday, Mav 20,2000 

4:50 a.m. Eric Woychik, Steve Aruadou, and A1 Skeath depart Almaty on Air Luthanza, 
Flight 647 to Frankfurt. 

6 5 0  a.m. Delegation arrive in FranMirrt 

United States Energy Association \\ Energy Industry Partnership Program 5 



KEGOCfCAISO - Grid Code Development 

Saturday, Mav 20,2000 (continued) 

9:55 a.m. Eric Woychik and Steve Aruadou depart Frankfurt on Air United, Flight 3505 to 
San Francisco. 

12:05 p.m. Delegation arrive in San Francisco. 

1:25 p.m. Al Skeath departs Frankfurt on Air United, Flight # 35 15 for Newark. 

3:50 p.m. Al Skeath arrives in Newark. 

Note: Barbara Evans will depart on May 23,2000. 
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TRIP REPORT 
KAZAKSTAN ELECTRIC GRID OPERATING COMPANY 

CALIFORNIA I S 0  
GRID CODE REVIEW 
ADVISORY MISSION 

MAY 15-19,2000 

Executive Summary: 

An Advisory Mission was conducted in Almaty on May 15-19, 2000 to conduct a review of a draft Grid 
Code that was developed by KEGOC. The U.S. participants were: 

Eric Woychik,, President, Strategy Integration 
Barbara Evans, Attorney, LLG&M 
Steven Aruadou, Grid Resource Coordinator, Cal IS0 
Albert Skeath, Deputy Program Manager, USEA 
Madina Aliyarova, Consultant,USEA/Almaty 

The following major comments were presented by the U.S. delegation on the draft Grid Code: 

1. There is a need to clarify the functions and responsibilities between the technical operator and the 
market operator. 

2. The interfaces between the techca l  operator and the market operator must be clarified. 
3. The Grid Code should be reviewed by all of the market participants. KEA could assist in 

conducting this review. 
4. Congestion management, capacity balancing, transmission pricing, and the settlement process 

must be clarified. 
5. Discrimination among the market participants for transmission access and system operation must 

be avoided. 

Vice President S. Tiesov of KEGOC agreed that the Grid Code would be revised based on the comments 
from the U.S. participants. The revised drafi will be sent to the Ministry of Energy and to the market 
participants on June 15 for their review. The market operation is scheduled to be implemented by October 
1,2000. Eric Woychik will submit a report covering all of the specific, detail comments from the U.S. 
delegation. 

Related Meetinps Conducted by USEA During this Advisorv Mission: 

1. USEA met with Salim Musagaliev, President of Energoproject, on May 16 to discuss tentative 
plans for a seminar to be conducted in Atyrau for the District Heat Company. Agreement was 
reached that this activity would be held on July 24-27 and will focus on the topics of Regulations, 
Utility Management, and Energy Efficiency. 

2. A meeting was held on May 17 between USEA and representatives of KEA to discuss the status of 
the USEAIKEA partnership activities. Items reviewed included: 

- White Papers have been prepared for the April KEA visit to the U.S. These documents 
will be translated. 

- A list of legislative topics has been developed for consideration in the Workshop that is 
tentatively planned for the week of August 22 in Almaty. 

- KEA is interested to participate in the ICCIANMR seminar in Astana in August. This 
will be considered with ANMR as the activity planning proceeds. 

- KEA agreed to participate in the review process for the next draft of the Grid Code. 



- KEA would like to send a representative to the Energy Efficiency seminar that will be 
conducted by USEA in Atyrau in late July. 

- KEA requested information about the Association of Energy Engineers (AEE), 
including publications, seminars, conferences, and membership. 

- KEA requested information on international grants that might be available to them. 

- USEA suggested that KEA consider preparation of an Annual Report to highlight the 
KEA activities and accomplishments in the past year. USEA might be able to fund the 
publication costs. 

3. A meeting was held with Berrikan Doskempirov, Vice President of the Kazakh Scientific & 
Research Institute of Power Engineering, who requested information on the topics of cooling 
tower technology, clean coal technology, coal burning technology, and on the Association of 
Energy Engineers. USEA will assemble reference materials on these topics for Berrikan. 

4. On May 18. USEA met with Gennady Andreev, President of KazNIPIEnergoprom, who is also a 
committee chairman at KEA. He expressed a concern of technical activities in the power industry 
of Kazakstan and explained that ius company has 150 employees today compared to 1100 nine 
years ago. A. Skeath suggested that Andreev explore other sources of revenues such as energy 
services activities, energy aubts, publications for sale, conducting seminars and conferences for 
fees, engineering retrofit projects, technical courses, and the creation of an international marketing 
promotion brochure to improve corporate visibility. 

Albert H. Skeath, Deputy Program Manager 
May 25,2000 
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United States Energy Association 

Date of Issue: July 12,2000 

I I 
United States Energy Association 

Energy Industry Partnership Program 

II Executive Exchange Visit on Rate Case Rules and Procedures 

Sponsored by: 
U.S. Agency for International Development 

Republic Of Kazakstan Agency 
For Natural Monopoly Regulation 

And 
Illinois Commerce Commission 

In Chicago, Illinois 

May 13 - 20,2000 

List of Participants 

Altay Tleuberdin, Chairman, ANMR 
Murat hnanbayev, Deputy Chairman, ANMR 

Svetlana Grigoryeva, Head, Department of Natural Monopoly Regulation in Energy Sector 
Alexander Konoplyany, Head, Pipeline Office 

Sabira Yerzhanova, Head, Joint Analytical Department 
Galy Sautov, Head, Ofice of Tariff Methodology Regulation 

Nurlan Aldabergenov, Director, AImaty City Department on Natural Monopoly Regulation 
Talgat Zhukhanov ,  Committee Cl~airman, Kazakstan Electric Association 

I I U.S. Enerw Association {USEA) 

Albert Skeath, Deputy Program Manager 
Jason Hancock, Program Coordinator 

I Interpreters 

Michael Arrowood 
Leonid Frolov 



RATE CASE RULES AND PROCEDURES EXECUTIVE EXCHANGE VISIT 

Background: 

On June 17, 1999 a cooperative partnership agreement was signed between officials of the 
Illinois Commerce Commission and the Agency of the Republic of Kazakstan for Natural 
Monopoly Regulation and Competition Protection (ANMR). The purpose of this 
partnership is to exchange information regarding the hnctions and responsibilities of a 
regulatory agency. 

Since 1997 there have been several stages of restructuring in the electric sector of 
Kazakstan that have resulted in the separation of electricity generating plants, privatization 
of the generating company, privatization of distribution facilities, formation of a national 
electricity grid (KEGOC) and establishment of a National Agency for Natural Monopoly 
Regulation and Competition Protection (ANMR). 

This visit by the ANMR chairman, deputy chairman will focus on issues of the ratemaking 
process as well as state and federal legislation and tariffs. At the conclusion of this 
exchange, ICC and ANMR to plan and develop activity plans for the next joint activity. 

This is the fiRh partnership activity following the introductory meeting in March 1999, the 
signing ceremony in June 1999, a seminar in September 1999 and A planning meeting in 
March 2000. 



RATE CASE RULES AND PROCEDURES EXECUTIVE EXCHANGE VISIT 

Friday, Mav 12.2000 

5:40 pm Depart Astana for Almaty on Air Kazksra on flight 792 (arr. 8: 1 Opm) 
Saturday, May 13,2000 

4:50 am Depart Almaty for Frankfurt on Lufthansa flight 647 (arr. 6:50am) 

8:35 am Depart Frankhrt for Chicago O'Hare on United flight 945 (arr. 10:20am) 
Carey Limousine to Sheraton Four Points Hotel 

Sheraton Four Points Hotel Chicago O'Hare 
10249 W. Irving Park Road 

S c l m e r  Park, IL 60 176 
Phone: (847) 67 1-6000 
Fax: (847) 671-7552 

Sundav, Mav 14,2000 

Free day 

Monday. May 15,2000 

7:30 am Transportation to: 
Illinois Commerce Commission 

160 N. LaSalle 
Chicago, IL 60601 

Tel: (3 12) 814-2850 

9:OO am Welcome and Introductions 
Commissioner Ruth Kretschmer 

9:15 am Overview of Program 
Tom Griffin, Supervisor-Accounting Department 

9:30 am ANMR Update on Activity Since the Last Event (September, 1999) 
Svetlana Grigoryeva, Director-Department of Natural Monopoly 
Regulation 

10:OO am ANMR Overview of Proposed Rules an Procedures Submitted for 
Discussion: 

ANMR Delegation 

10:45 am Break 

1 1 :00 am Roundtable Discussion of proposed Rules and Procedures 
ANMR Delegation 
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Commissioner Ruth Kretschmer 
Tom Griffin, Supervisor-Accounting Department 
Robert Garcia, Assistant to Commissioner Ruth Kretschmer 
Carl Peterson, Assistant to Commissioner Terry Harvill 

12:30 pm Lunch (Mondays' Resturante) 

2:00 pm Roundtable Discussion Continued 

3:30 pm Break 

3:45 pm Roundtable Discussion Continued 

5:00 pm Adjourn 

5:15 pm Transportation form ICC to Sheraton Four Points Hotel 

Tuesday, May 16,2000 

7:30 am Transportation to Illinois Commerce Commission 
160 N. LaSalle 

Chicago, IL 60601 
Tel: (3 12) 8 14-2850 

9:00 am Introduction to Tuesdays' Program 
Commissioner Ruth Kretschmer 

9:15 am Gas Tariff Issues 

Distribution Tariffs 
Peter Lazare, Senior Rate Specialist 
Tom Kennedy, Director - Energy Policy Division 

10;OO pm Transportation Tariffs 
Tom Kennedy, Director - Energy Policy Division 

10:45 pm Break 

1 1 : 00 P.M Discussion/Questions Regarding Gas Tariff Issues 

1 1 :45 pm Lunch 

1:15 pm Metering Issues 



RATE CASE RULES AND PROCEDURES EXECUTIVE EXCHANGE VISIT 

General Discussion of Metering Issues in Kazakstan and Illinois 
A .  Delegation 
Eric Lounsberry, Section Chief-Gas Engineering 
Christel Templeton, Energy Engineer 

1 145 pm Gas Metering Issues 
Eric Lounsberry, Section Chief-Gas Engineering 

2:45 pm Electric Metering Issues 
Christel Templeton, Energy Engineer 

3:45 pm Break 

4:00 pm Merger Issues 
Commissioner Ruth Kretschmer 
Tom Griffin, Supervisor-Accounting Department 

5:00 pm Adjourn 

5:15 pm Transportation form ICC to Sheraton Four Points Hotel 

7:30 am Transportation to Illinois Commerce Commission 
160 N. LaSalle 

Chicago, IL 60601 
Tel: (312) 814-2850 

9:00 am Introduction to Wednesdays' Program 
Commissioner Ruth Kretschmer 

9:15 am Federal and State Regulatory Objectives (The Electric Industry) 
Vito Stagliano, Vice President of Transmission - ComEd 

10:45 am BREAK 

11 :00 am Federal and State Regulatory Objectives - Group Discussion 
ANMR Delegation 
Vito Stagliano, Vice President of Transmission - ComEd 

12 Noon Lunch (Union League Club) 

2:00 pm Privatization Issues 
Carl Peterson, Assistant to Commissioner Terry Harvill 
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RATE CASE RULES AND PROCEDURES EXECUTIVE EXCHANGE VISIT 

3.45 pm Break 

4:00 pm Privatization Issues - Group Discussion 
ANMR Delegation 
Carl Peterson, Assistant to Commissioner Terry Harvill 

5:00 pm Adjourn 

5:15 pm Transportation form ICC to Sheraton Four Points Hotel 

Thursday, May 18,2000 

7:30 am Transportation to Illinois Commerce Commission 
160 N. LaSalle 

Chicago, IL 60601 
Tel: (3 12) 814-2850 

9:00 am Introduction to Thursdays' Program 
Robert Garcia, Assistant to Commissioner Ruth Kretschmer 

9:10 am Rate of Return Issues 

Roundtable Discussion (Risk and a Fair Rate of Return in the 
Kazakstan Economy) 

ANMR Delegation 
Alan Pregozen, Senior Financial Analyst 
Carl Peterson, Assistant to Commissioner Terry Harvill 
Robert Garcia, Assistant to Commissioner Ruth Kretschmer 
Tom Griffin, Supervisor-Accounting Department 

10:45 am Break 

11:OO am Rate of Return Issues Continued 

12:OO Noon Lunch 

1:30 pm Inflation Issues 

Impact of Inflation on Regulation in Kazakstan 
Benefits of moving Toward Less Frequent Rate Cases 

ANMR Delegation 
Tom Griffin, Supervisor-Accounting Department 

2:00 pm Strategies for Dealing With Inflation 



Adjustment Clauses 
e Benefits and Precautions Inherent in Adjustment Clauses 

Future Test Periods 
Tom Griffin, Supervisor-Accounting Department 

3:00 pm Handling of S~ecif ic  Cost 

Overview of Costs Allowed to be Recovered From Rate Payers 

3:15 pm Specific Costs 
Payroll 
Bad Debt Expense 
Time Period Expenditures 

Tom Griffin, Supervisor-Accounting Department 

3.45 pm Break 

4:00 pm Specific Costs Continued 

4:30 pm Adjourn (Emergence Building Evacuation Drill) 

4:30 pm Transportation form ICC to Sheraton Four Points Hotel 

Friday, May 19,2000 

7:30 am Transportation to Illinois Commerce Commission 
160 N. LaSalle 

Chicago, IL 60601 
Tel: (3 12) 8 14-2850 

9:00 am Discussion of Questions Submitted By K E A  
ANMR Delegation 
Commissioner Ruth Kretschmer 
Tom Griffin, Supervisor-Accounting Department 
Robert Garcia, Assistant to Commissioner Ruth Kretschmer 

10:45 am Break 

11 :00 am Discussion of KEA Questions Continued 

12:OO Noon Lunch 

1:30 pm Discussion/Questions Regarding Issues Covered In This Program 
All Participants 



RATE CASE RULES AND PROCEDURES EXECUTIVE EXCHANGE VISIT 

2:30 am Evaluation of Program 
Plans For Event in Astana 
Future Events 

ANMR Delegation 
Jason Hancock, USEA 
Commissioner Ruth Kretschmer 
Tom Griffin, Supervisor-Accounting Department 
Robert Garcia, Assistant to Commissioner Ruth Kretschmer 

4:00 pm Transportation form ICC to Sheraton Four Points Hotel 

Saturday, May 20,2000 

11:OO am Checkout of the Sheraton Four Points Hotel 

12:OO pm Load luggage onto van for shopping excursion 

4:30 pm Transportation from downtown Chicago to OYHare International Airport 

6:00 pm Arrive Chicago OYHare International Airport for flight registration 

8:40 pm Group departs Chicago O'Hare for Frankfbrt on United flight 940 (arr. 
12:lO pm May 21) 

Sundav, Mav 21,2000 

1:50 pm Depart Frankfbrt for Almaty on Lufthansa flight 648 (arr. 1 :20am May 22) 

Mondav Mav 22,2000 

7:05 am Depart Almaty for Astana on Air Kazaksra Flight 763 (arr. 8:35am) 
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Date Of Issue: August 9,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

Seminar 
for 

Illinois Commerce Commission (ICC) 
At 

Agency of the Republic of Kazakhstan for Natural Monopoly Regulation 
And Competition Protection (ANMR) 

Focusing On 

TARIFFS, ACCOUNTING AND SAFETY 
* * * * * *  

Sponsored by 

U.S. AGENCY FOR HNTERNATHONAL DEVELOPMENT 
And 

UNITED STATES ENERGY ASSOCIATION 

Almaty and Astana, Kazakstan 
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ANMRJICC - Tariffs, Accounting, and Safety 

Background: 

On June 17, 1999 a cooperative partnership agreement was signed between officials of the Illinois 
Commerce Commission and the Agency of the Republic of Kazakstan for Natural Monopoly 
Regulation and Competition Protection (ANMR). The purpose of this partnership is to exchange 
information regarding the functions and responsibilities of a regulatory agency. 

Since 1997 there have been several stages of restructuring in the electric sector of Kazakstan that 
have resulted in the separation of electricity generating plants, privatization of the generating 
companies, privatization of distribution facilities, formation of a national electricity grid 
(KEGOC) and establishment of a National Agency for Natural Monopoly Regulation and 
Competition Protection (ANMR). 

This is the sixth partnership activity following the introductory meeting in March 1999, the 
signing ceremony in June 1999, a seminar in September 1999, a planning meeting in March 
2000, and a seminar in May 2000. 

This activity will focus on tariff design, accounting systems, and pipeline safety. 

Obiective: 

The objectives for this activity are: 

1. Review the rate design process 
2. Discuss the Chart of Accounts 
3. Review procedures for Pipeline Safety 
4. Review pricing policies for Reactive Power 
5 .  Develop plans for future activities. 

The program for this activity will consist of presentations by the ICC delegation and informal 
interactions with the ANMR staff. Special one-on-one meetings will be held at the 
commissioner level. 
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ANMRIICC - Tariffs, Accounting, and Safety 

Fridav, Au~ust  18.2000 

4:lOp Hendrickson departs Springfield 
5:08p Hendrickson arrives at Chicago O'Hare 
8:50p Al Skeath and Delegation depart Chicago O'Hare to Frankfurt on Air United, 

Flight # 940. 

Saturdav, Au~ust  19.2000 

12:20p A1 Skeath and Delegation arrive in Frankfurt. 

Lodging: Courtyard by Frankfurt Marriott 
Walter Moeller Plat22 
Fr-rt, Germany\ 
Phone: 49-69-58093-0 
Fax: 

Sundav, Au~ust  20,2000 

1 :50p Al Skeath and Delegation depart Fr&rt for Almaty on Air Lufthansa, 
Flight # 648 

Monday, August 21,2000 

1 :20a Al Skeath and Delegation amve in Almaty. 

Lodging: Hyatt Regency Almaty 
Akademik Satpaev Avenue 2916 
480004 Almaty, K d s t a n  
Phone: 7-327-58 1 12 34 
Fax: 7-327-581 16 35 

3:OOp Meeting at USAID 
Program Overview 

5:OOp Depart for Airport 

7:OOp Al Skeath and Delegation depart Almaty for Astana on Air Kazaksra, Flight # 
737. 

8:35p Al Skeath and Delegation arrive in Astana. 

Lodging: Okan Intercontinental Hotel 
90-8 Abai Avenue 
473000 Astana, Kazakstan 
Phone: 7-3 172-39 1000 
Fax: 7-3172-39 1010 
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ANMR5CC - Tariffs, Accounting, and Safety 

Tuesday, Aueust 22,2000 

9:OOa Introductions and Partnership Overviews: 
Altay Tleuberdin, Chairman, Ah'MR 
Ruth Kretschmer, Commissioner, ICC - Previous Activities 
- Seminar Overview 
- Program Focus 

Pipeline Safety 
Ruth Kretschmer, Commissioner, ICC 
- Design 

Construction - Operation 
- Maintenance 
- Inspection 

Testing 

11 :00a BREAK 

1 l:30a Reactive Power 
Ruth Kretschmer, Commissioner, ICC 
- Pricing 
- Terms and Conditions 
- FERC Responsibilities 

.:OOp Accounting Systems 
Thomas Grijjjn, Supervisor-Accounting Department, ICC 

Accounting Standards 
o Reporting Perspective 
o Auditing Perspective 

- Chart of Accounts 
- Sub-Accounts and Sub-categories 

Accounting for Non-Regulated Revenues and Expenses 
- Regulatory Assets 

BREAK 

Roundtable Discussion on Accounting Systems 

Review and Conclusions Regarding Topics of the Day 

ADJOURN 
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ANMRfiCC - Tariffs, Accounting, and Safety 

Wednesday, A u ~ u s t  23,2000 

9:OOa Electric Power Price Calculations 

Revenue Requirement Calculations 
Thomas Grf jn ,  Supervisor-Accounting Department, ICC - Principles of Revenue Requirement 
- Develop a Rate Base 

Calculating Allowable Cost 
o Bad Debts 
o Metering 
o Normalization of Costs 
o Other 

1l:OOa BREAK 

1 l:30a Workgroup - Develop a Revenue Requirement 

12:30p LUNCH 

2:OOP Allocating Prices by Customer Class 
John Hendrickson, Director of Rates, ICC 

Benefits of Allocating Prices 
Cost of Service 
o Step 1 - Cost Functionalization 

3:30p BREAK 

4:OOp Allocating Prices by Customer Class (continued) 
John Hendrickson, Director of Rates, ICC - Cost of Service 

o Step 2 - Cost Allocation 

Thursdav, A u ~ u s t  24,2000 

9:OOa Allocating Prices by Customer Class (continued) 
John Hendrickson, Director ofRates, ICC 

Rate Design 
o Cost Classification 

10:30a Roundtable Discussion on Cost of Service and Rate Design 

1l:OOa BREAK 
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ANMR/ICC - Tariffs, Accounting, and Safety 

Thursdav. Au~ust  24,2000 (continued) 

1 l:30a Regulatory Policies and Procedures 
Ruth Kretschmer, Commissioner, ICC 
- Administrative Codes 
- Enforcement 

2:OOp Roundtable Discussion 
Ruth Kretschmer, Commissioner, ZCC 
Thomas Gn;fJin, Supervisor-Accounting Department, ICC 
John Hendrickson, Director of Rates, ICC 
- General Discussion of Topics Related to This Exchange Visit 

BREAK 

Seminar Evaluation 
Albert Skeath, Deputy Program Manager, USE4 
- Topics 

Materials 
- Problem Solving 

Development of Plans for Future Activities 
Altay Tleuberdin, Chairman, ANMR 
Ruth Kretschmer, Commissioner, ICC 

Topics - Dates 
- Participants 
- Follow-up Reports 

ADJOURN 

Depart for Astana Airport 

Delegation departs Astana on Air Kazaksra, Flight 738 

Delegation arrives in Almaty 

Lodging: Hyatt Regency Almaty 
Akademik Satpaev Avenue 2916 
480004 Almaty, Kazakstan 
Phone: 7-327-581 12 34 
Fax: 7-327-581 16 35: 
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ANMROCC - Tariffs, Accounting, and Safety 

Fridav, Auvust 25,2000 

1:30p Exit Briefing at USAID 
Albert Skeath, Deputy Program Manager 
- Program Evaluation 

Saturdav, A u ~ u s t  26,2000 

3:OOa Ground travel to Alrnaty Airport 

4:50a ICC delegation departs Almaty for Frankfurt on Air Lufthansa, Flight #647 

6:50a Delegation arrives in Frankfurt, Germany 

10:05a ICC Delegation departs Frankfurt for Chicago on Air United, Flight #3501 

12:05p ICC Delegation arrives in Chicago, Illinois 

USEA PROGRAM REVIEW MEETINGS 
Albert Skeath, Deputy Program Manager, USEA 

Madina Aliyarova, Consultant, USEA 

1 1 :00a Energoproject 
Salim Musagalieu, President 

1:30p KEA 
Danial Dusengaliev, Executive Director 

3 : OOp KEGOC 
Suinshilik Tiesov, Vice President 

4:30p Review Meeting with USAID 
Theodore Streit and Sergi Yelkin 

Sundav, August 27,2000 

FREE DAY 

Monday, A u ~ u s t  28,2000 

4:50a Al Skeath Departs Almaty for FrankfUrt, Germany on Air LuRhansa, 
Flight #647 

6: 50a Al Skeath arrives in FrankfUrt. 

1 :25p Al Skeath departs FrankfUrt for Newark, New Jersey on Air United, Flight 
#OOO. 

3:50p A1 Skeath arrives in Newark 
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TRIP REPORT 
SEMINAR ON AUGUST 22-24,2000 

FOR ANMR 
BY ILLINOIS COMMERCE COMMISSION 

Executive Summarv: 

A delegation of three representatives from the Illinois Commerce Commission (ICC) conducted a seminar 
for 30 participants of the Agency of Natural Monopoly Regulation, Protection of Competition and Support 
of Small Business (referred to as ANMR) in Astana, Kazakstan on August 22-24,2000. The topics 
included tariff design, pipeline safety, accounting standards, and price allocation by customer classification. 
Preliminary plans were developed for the next partnership activity that is scheduled for the last week in 
November. 

A briefing session was held with Ted Streit and Sergey Yelkin of USAD on August 2 1, 2000 to discuss the 
ICCIANMR program. This seminar is the 6" activity under the partnership program in the past 17 months 
and two other planned activities had been canceled. The focus of this seminar is on tariff design, accounting 
systems, pipeline safety and price allocation by customer classification. Streit agreed that we could include 
a legislator activity on the next ICC/ANMR visit provided that ANMR is in agreement. 

The seminar in Astana on August 22-24 was conducted by ICC representatives Ruth Kretschmer, 
Commissioner, Tom Griflin. Supervisor-Accounting, and John Hendrickson, Director of Rates. The topics 
included pipeline safety, reactive power pricing, licensing, tax incentives for investors, metering, ownership 
of meters, restructuring of the electric utility industry in the U.S., accounting systems, auditing, chart of 
accounts, sub-accounts, shareholder ownership, tariff review process, evaluation of assets, leasing 
procedures, revenue requirements, rate of return. allowable expenses, test period for rate calculations, 
regulatory procedures, interrelations with legislators, hearing examiner responsibilities, bi-lateral contracts, 
and allocating prices by customer classifications. 

Roundtable discussions at the seminar included topics of bad debts, prudent costs to include in rates, 
deductions to rate base, adjustments to rate base, allowable costs, budget payment plans and energy 
conservation programs. 

A seminar evaluation meeting was held with Deputy Directors Moorat Ermoohanovich and Svetlana 
Grigoreva and ANMR agreed to prepare a status report on all of their partnership-related accomplishments. 
ANMR will prepare an outline of topics and questions for the planned Exchange Visit to Illinois that is 
scheduled for late November and they will prepare a presentation about ANMR activities. ANMR will also 
decide about participation by KEA and the Kazakstan legislators at the next partnership activity. 

On August 25, an exit briefing was held at USAID to discuss the completed serninae and to review the 
plans for the future activities. 

On August 26, a series of meetings were held with Salim Musagaliev, Danial Duisengaliev, and Vitaly Lee 
to discuss future activities for the Atyrau Heat Supply Company and the Kazakstan Electric Association 
(KEA). 

Albert Skeath 
Deputy Program Manager 
September 11,2000 
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USEA 
United States Energy Association 

lDate Of Issue: August 24,2000 

UNITED STATES ENERGY ASSOCIATION (USEA) 
ENERGY INDUSTRY PARTNERSHIP PROGRAM 

Conference 

CREATING A SYSTEMS APPROACH 
TO IMPROVING EFFICIENCY 

IN THE ATYRAU HEAT ENERGY SYSTEM 
* * * * * *  

Co-Sponsors 
Energoproject 

Kazakhstan EIectricity Association 
United States Agency for International Development 

United States Energy Association 

Atyrau, Kazakstan 
September 18-20,2000 

Guest Speakers 
Bernt Andersson, President, FVB District Energy ab, Sweden 

Patrick Cronin, Manager Marketing Services, Johnson Controls 
Thomas Griffin, Supervisor - Accounting, IIlinois Commerce Commission 

Douglas Maust, Vice President, St. Paul District Energy 
Plamen Smilkov, SaIes Representative, Honeywell International Almaty office 

Theresa Sabonis-Heft, Energy Policy Advisor, IRG 

USAID 
Theodore Streit, Energy Public Policy Specialist 

U.S. Energy Association (USEA) 
Albert H. Skeath, Deputy Program Manager, USEA 

Madina Aliyarova, USEA Consultant 

Interpreters 
Kulyan Janabayeva 

Zaituna Gaisina 



KENUSAIDIUSEA - Improving Efficiency in Atyrau Heat Energy System 

Background: 

In April 2000, a Study Tour on Energy Efficiency for District Heat Facilities was 
conducted for six Kazakstan energy sector managers. As part of that visit, ten meetings 
were held with district heat supply companies, equipment manufacturers, and consultants. 
The purpose of the exchange was to review the design, construction, operation, and 
efficiency for district heat systems The topics of review included pricing, plans tariffs, 
thermal technology, plant operations, maintenance programs, computer system controls, 
plant audits, energy efficiency, customer service, and development of business 

This seminar in September 2000 is a follow up to the Study Tour and will focus on the 
regulation, management, and technical improvements in the operations of district heat 
systems. 

The objectives of the co2ference are tc: 

1) Examine how a systemic approach involving regulatory and tariff reform, changes 
to internal management procedures and the introduction of new technologies can 
create an environment to improve the efficiency of the Atyrau Heat Energy 
System; 

2) Provide a forum for local stakeholders and others interested in improving the 
efficiency of the Atyrau Heat Energy System, including municipal and regional 
governments, regulatory authorities, district energy companies, non-governmental 
organizations, consumers and the media, to commence discussions on systemic 
approaches to improving district energy services to the city of Atyrau; and, 

3) Provide an opportunity for district energy utilities and regulatory authorities 
outside of Kazakhstan to learn about challenges confronting the Atyrau Heat 
Energy System and to consider how an ongoing information exchange partnership 
could assist in the development of a systemic approach to improving its 
efficiency. 

Program: 

This seminar will consist of presentations and panel discussions on the topics of 
regulation, management and technical improvements at district heat systems. 
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KEA/USAID/USEA - Improving Efficiency in Atyrau Heat Energy System 

Monday, September 18,2000 

SESSION ONE: Welcoming Remarks, Overview of Agenda and Objectives, and the 
Introduction of the Major Conference Themes. 

9:00 a.m. Welcome Remarks and Introductions 

Hakim of Oblast or Mayor of Atyrau 

Energoproject 
Salim Musagaliev, President 

AtyrauTETS 
Mukhambetkali Kaliev. President 

United States Agency for iiliernational Development 
Theodore Strc;?, EKCIO";~ P::b!i.r Po!dcy Specialist, USAID 

9: 15 a.m. Keynote Address: Promoting a Systemic approach to Efficiency 
Albert Skeath, Deputy Program Manager for the Central Asian Republics and 
the Caucasus, Uilited State Energy Association 

SESSION TWO: Overview of the Atyrau Heat Energy. 

9:30 a.m. The Current Status of the Atyrau Heat Energy System and Challenges to 
Improving It's Efficiency. 
Mukhambet Kaliev, President, AtyrauTETS 

Whole Picture of the Station 
o Description of the System 

Staffing and Management Structure 
b Generation Capacity, Fuels and Fuel Procurement, Controls, 
b Piping and Distribution 
Production, Consumption and Losses 
Equipment, it's characteristics, condition 

10:OO a.m. COFFEE BREAK 
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KEA/USAID/USEA - Improving Efficiency in Atyrau Heat Energy System 

Monday, September 18,2000 (continued) 

10: 15 a.m. Operations of Atyrau Heat Energy System 
Seric Sergaziev, Vice President 
Turlan Shanaev, Head of Boiler Guild 
Sultan Aitaliev, Heat of Technical -Automatic Metering Guild 
a Principal producing scheme of station 
a Main principles of station operation 
a How and on what points there is a control of system: 

b combustion control 
1 water treatment 
b instrumentation 
b other 

a What is the level of control inaccuracy 
a What system points are not under control and what is the main reason 

of it 
Prioritization of system points where improvements of energy 
efficiency might lead to the considerable results 

a Maintenance program 
Ecological issues 

1 1 :00 a.m. Site Visit to Atyrau District Heat Supply Facilities (TETS) 

12:30 p.m. LUNCH 

SESSION THREE: International Perspectives on the Systemiic Approach to Energy 
Efficiency, 

1:45 p.m. Energy Efficiency Programs- 1 
Patrick Cronin, Manager - Marketing Services, Johnson Controls 

Discussions on district heating system improvements in Eastern Europe and the 
Former Soviet Union 

b Instrumentation 
b Computerized Systems 
b Controls 
b Building Codes 

2:30 p.m. Energy Efficiency Programs-I1 
Plamen Smilkov, Honeywell International 

Discussion on District Heating Improvements in Czech Republic 
@ System Design 
1 Combustion Control 
b System Upgrades 
b NOVA Control System 

3:15 p.m. BREAK 
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KEA/USAID/USEA - Improving Efficiency in Atyrau Heat Energy System 

Monday, September 18,2000 (continued) 

3:30 p.m. The Regulatory Environment for District Energy in Atyrau 
Local Agency for Natural Monopoly Regulatory Representative 
e National and Local Regulatory Authorities 

Interaction with Local/Regional Governmenr 
m Tariff Setting Process 

b Tariff Methodology 
b Ratemaking Process 
Tariffs for Various Customer Classes 
Incentives for Energy Efficiency 
Protection for Low Income Consumers 

3 5 0  p.m. An Overview of the Regulator's Role of Encouraging Energy Efficiency through 
Rationalization of Tariffs in an Open and Transparent Decision Making Process 
Featuring Public Participation. 
Tlzonzas G~zf in ,  Supervisur of Accounling, Illinois Commerce Co~vzrrris~iun) 

Overview of the Illinois Commerce Commission 
Scope of Authority 
Staffing and Structure 
Role of Commissioners and Staff 
Appointment/Removal of Commissioners 
Public Participation in Decision Making 
The Agency for natural Monopoly Regulatioflllinois Commerce 
Commission Regulatory Exchange Partnership 

Fundamental Principles of Utility Regulation in the United States 
Balancing Consumer and Investor Interests - The Rights and 
Obligations of Consumers and utilities 
Social Policy Considerations 

Public Participation in the Regulatory Process 
Public Interveners 
Media 

Tariffs and the Tariff making Process 
The Tariff Setting Process -- Hearings, Public Participation, 
Transparency in Decision making, and the Frequency of Tariff 
Adjustments 
The Basic Tariff Methodology 

0 Regulatory Incentives to Encourage Energy Efficiency 

4:25 p.m. Discussion 

4:35 p.m. Tariffs, Cost Structure 
Ludmila Chernova, Head of Planning - Economy Department 

5:00 p.m. Comments from an International District Energy company on the Role of the 
Regulator 
Douglas Maust, Vice President, St Paul District Energy 

5:30 p.m. ADJOURN 
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KEA/USAID/USEA - Improving Efficiency in Atyrau Heat Energy System 

Tuesday, September 19,2000 

SESSION FOUR: Managerial Changes to Promote Energy Efficiency: A discussioii on 
System Design, Metering, Billing, Collections rrnd Accounting Systems 
to Encourage More Accurate Measurement of Energy Consumed. 

9:00 a.m. Structure of Market Realization 
Bolat Zheksernaliev, Vice President, Atyrau TETS 

Volume of heat production 
Customer Structure 
Payment 
Heat metering equipment 

a Metering 
e Billing 

Collections 
~9 Bad debt 

Losses 
o Other 

9:40 a.m. Atyrau Heat Networks 
Elman Iliasov, President, Atyrau Heat Networks 

Scheme of networks 
Length of networks 
Dispatch of heat networks 
Losses 
Reduction of Losses 
Perspective s of Energy efficiency programs implementation 

10:20 a.m. BREAK 

10:35 a.m. Energy Efficiency Programs 
Bernt Andersson, President, FVB District Energy ab. Sweden 

Rehabilitation of District Heating System 
End User Efficiency Programs (Hospitals, Schools, etc.) 

1 1 :30 a.m. Metering Billing, Collections, and Accounting 
Douglas Maust, Vice president, St. Paul District Energy 
Bernt Andersson, President, FVB District Energy ab, Sweden 

Types of Meters 
Meter Reading Frequency 
Developing Routes 
Collection Procedures 
Disconnections 
Re-establishing Service 
Billing System 
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KEA/USAID/USEA - Improving Efficiency in Atyrau Heat Energy System 

Tuesday, September 19,2000 (continued) 

12:35 p.m. LUNCH 

2 0 0  p.m. SITE VISIT -- Heat Distribution Facility, Heat Networks 
Elaman Iliasov, President Alyrau Heat Networks 

SESSION FIVE: Presentations on Commercial, Regulatory, and Political Environment 
in wlzich Atyrau Heat Supply Company Operates. 

4: 15 p.m. Balancing the Role of Local Government as District Energy Consumer and 
Policy maker 
Atyrau Municipal or Regional Government (Speaker TBD) 

Policy Objectives for District Energy in Atyrau 
Efficiency 
Service Standards 
Expansion 
Other 

Local and Regional Government District Energy Consumption Patterns 
Tariffs and Subsidies for Low Income Consumers 
Programs to promote Energy Efficiency 

Demand Side 
Supply Side 

5:00 p.m. The Consumer's Perspective 
Large Industrial and Residential Consumers, Budget Consumer (School or 
Hospital - Speaker TBD) in Atyrau 

Customer Profile 
Business Line 
Hot Water and Steam Demands 

Metering and Billing 
Interaction with Atyrau Heat Energy System 

6:00 p.m. ADJOURN 

Wednesday, September 20,2000 

9:00 a.m. Accounting Systems at Atyrau TETS 
Gulyash Zholumbaev, Chief Accountant, Atyrau TETS 

Cash flows and payments 
t Receivable and non-payments 
b Pricing 
Accounting system 
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KEAIUSAIDlUSEA - Improving Efficiency in Atyrau Heat Energy System 

Wednesday, September 20,2000 (continued) 

9:40 a.m. International Accounting Systems 
Bernt Andersson and Doug Maust 

b Accounting systems 

10:20 a.m. BREAK 

10:35am "KazakhConsulting" Atyrau TETS auditing company 
(Speaker - TBD) 

Principles of accounting systems in RK in application to Atyrau TETS 
Audit main directions 

1 1 :35 a.m. Site Visit on Finn Boiler House 

2:OO p.m. Cilergy Efficiency Programs Perspectives on Atyrau TETS 
Mukhambet Kaliev, President Atryau TETS 

Discussion of Potential Efficiency Projects as a Result of U.S. Study Tour 
and Challenges to their Implementation 

2:40 p.m. Energy Policy & Business Planning 
Dr. Theresa Sabonis- Heft Energy Policy Advisor, IRG 

1 Energy Service Audits 
1 Condition Assessment 
b Cost/Benefit Analysis 
I Business Plans 
b Sources of Funding 

3:15p.m. BREAK 

3:30 p.m. Open Discussion and Questions from Participants and Media 

4:00 p.m. Seminar Evaluation 
Facilitator: Albert Skeath, Deputy Program Manager, USEA 

4:30 p.m. Plans for Future Activities 
Facilitator: Albert Skeath, Deputy Program Manager, USEA 

Possible Study Tour of District Heat Facilities in Russia, Czech Republic, 
and Sweden 

5:00 p.m. ADJOURN 
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TRIP REPORT 

CONFERENCE IN ATYRAU, KAZKEISTAN 
SEPTEMBER 18-20,2000 

CREATING A SYSTEMS APPROACH 
TO IMPROVING EFFICIENCY 

IN THE ATYRAU HEAT ENERGY SYSTEM 

EXECUTIVE SUMMARY: 

A series of presentations were made on the management, technical, and regulatory aspects of energy 
efficiency at district heating facilities. Speakers represented the energy industry, regulators, equipment 
suppliers, consultants, user groups, and government officials. 

PROCEEDINGS: 

Monday, Se~tember 18,2000 

The conference was opened by Salim Musagaliev, President of Energoproject, who welcomed the 
participants and introduced the three co-chairmen: Suinshlik Tiesov, Chairman of Kazakhstan Electricity 
Association (KEA), John Stames, Director of the Office of Energy and Environmental Initiatives at 
USAID/Almaty, and Albert Skeath, Deputy Program Manager at the United States Energy Association 
(USEA). 

Tiesov presented the opening comments for the conference and stated, " There have been fruitful activities 
by the USEA for Kazakhstan. Many steps have been taken and much work has been done in the 
restructuring of the Kazakhstan energy sector. Kazakhstan is very -1 for this assistance. Atyrau ia a 
city that depends on heat energy and steps are now being taken to improve this system. Important areas that 
need improvement include management, system automation, upgrading the ecological situation, energy 
losses, metering, legislation, and regulation. The information exchanged at this conference and the results 
of the planned pilot demonstration program will be shared with other cities in Kazakhstan. Tlus exchange 
of knowledge will provide good results. The Government of Kazakhstan supports this exchange of 
information." 

Dusembay Turganov, Mayor Alum of Atyrau City, said that, "USAID and USEA had a study tour to the 
United States for energy specialists to gain knowledge on heat supply systems. This tour was very useful to 
our specialists. All of the areas of the city are heated by the Atyrau Heat Supply Company so this operation 
is of social interest to the city government. All of the population enjoys t h s  product. The company is a 
natural monopoly and so it is regulated. The most important problem is non-payment. The mayor's office is 
doing everythmg to support the operation of the company and has dedicated 177 million tenge ($1-114 
million)of the city budget to the company operation. I hope that you will find good solutions at this 
conference for the Atyrau Heat Supply Company." 

Stames remarked that, "USAID has revamped its environmental strategy and has merged energy and water 
resources into a single strategy. The overall goal is improved management of natural resources. The 
approach will be to support small, pilot programs to demonstrate results and then to transfer the experience 
to other cities. Public commitment will also be sought. Hagler Bailly has been awarded a new 
environmental contract and they will open an office in Atyrau. The USEA program will link with Hagler 
Bailly to provide support on energy efficiency activities. A pilot program will be launched soon. USAID is 
pleased that through USEA the groundwork has been laid for this activity. Hagler Bailly will develop a 
training program and a pilot demonstration project in Atyrau. This will serve as a model for all of Central 
Asia on the management and technology related to energy efficiency for district heat systems." 

Skeath introduced the guest speakers and then said that, " This conference is a follow up to a Study Tour 
that was conducted in April for a delegation of six Kazakhstan energy industry representatives. The focus 



of this conference will be on a systems approach to energy efficiency and we will have speakers address the 
topics of management. technology, and regulations. USEA is pleased to have speakers from Kazakhstan to 
participate in this program and we look forward to future activities in Atyrau in support of the Hagler 
Bailly program." 

Mulchambet Kaliev, President of the Atyrau Heat Power Plant (AHPP), provided an overview of the Atyrau 
Heat and Power operations. He indicated that, "The system supplies 215 MW of power and 526 Gcal of 
heat. The facility was constructed in 1960 and the main fuel is natural gas. The boilers are in satisfactory 
condition, but the control system is deteriorated. 70-80% of the useful life of the turbines has been 
exhausted." He then reviewed the organization chart and spoke about the utilization of fuel, energy losses, 
insufficient insulation, line losses, absence of meters for residences, and the dBiculty to calculate usage 
based on normative standards. 

Seric Sergaziev, Vice President of AHPP, discussed the plant operations, water supply, chemical treatment. 
maintenance schedule, and the shift operation. Twlan Shanaev, Head of Boiler Guild at AHPP, reviewed 
the boiler design and operation, and the efforts to reduce emissions. Sultan Aitoliev, Head of Technical 
Monitoring at ATPP, discussed fuel burning, excess air calculations and balancing steam production 
against steam consumption. Boris Ramazanov, Head of Production at AI-PP, discussed pollutant releases 
from combustion products, remarking that there have been significant reductions in emissions. He also 
spoke of water consumption restrictions (due to salmon reproduction in the Ural River) and problems with 
cooling tower operations. 

The conference participants then were escorted on a tour of the Atyrau Power Plant facilities. 

At the afternoon session, Patrick Cronin of Johnson Controls reviewed a district heating project in 
Zelenograd, Russia which involved a $3 million USAID funded project to improve operations. The project 
provided a one-year payback. Cronin expressed his interest to help on the Atyrau pilot demonstration 
program. Bedrich Dusek of Johnson Controls' office in Czech Republic described a facility management 
system that is being used to control heat exchange operations for a city of 230,000 customers. 

Plamen Smilkov of Honeywell gave a presentation about Honeywell's experience and teclmology. He 
discussed Honeywell projects at District Heat Systems in Tushino, Russia and in Krakow, Poland. 

Ms. Balzhan Dosmuhambetova, Head of the Atyrau Department of Regulation, spoke about the activities of 
the regulatory agency in Kazakhstan. She said she is interested to hear about the pilot program on district 
heating in Atyrau. She wants to improve the relationship between service providers and the users of 
resources. She mentioned that the regulatory agency has produced instructions on the Approval of Pricing, 
Cost of Service and Products, and Services of Natural Monopolies. These documents have been registered 
with the Ministry of Justice. The agency also participates on small business development. She said that 
amendments are being reviewed regardmg allowable costs to be included in tariffs. She also spoke about 
the introduction of public hearings to assist the agency to gather opinions from organizations. users, and 
local authorities. She acknowledged the problems of production losses, commercial losses, and techrucal 
losses. In response to a question, she said that a law will be introduced by January 1.200 1 for separate 
pricing for power and for heat. 

Thomas Gr=n of the Illinois Commerce Commission (ICC) described the partnership program between 
ICC and the ANMR regulatory agency of Kazakhstan and the topics that were covered in the six 
partnership activities. He then discussed organization of ICC and the functions of FERC and state 
regulators. He then gave a detailed presentation on the rate case process at ICC. 

Lyudmila Chernova, Head of Planning and Economics at AHPP. presented a paper on Rates. Cost 
Structure, and Pricing Issues at AHPP. She explained the rate application process and illustrated the rates 
by customer classification. In conclusion, she summarized the costs that are included in the rate. She 
indicated that the present rates are insufficient to provide for adequate maintenance and upgradmg of the 
system. 



Doug Maust, Vice President of St. Paul District Energy, explained that he works for a "not for profit" 
company. He explained that he works with regulators to establish a tax base, collect taxes, get approval for 
construction standards, and to establish safety standards. He said that service rates are calculated based on 
cost of production and are reviewed by the city government. 

Tuesdav, Sentember 19,2000 

There were two changes in the co-chairmanship: Ted Streit of USAID replaced John Starnes and Danial 
Duisengaliev replaced Suinshlik Tiesov. 

Co-chairman Albert Skeath summarized the previous day presentations and re-emphasized the conference 
focus on a systems approach that includes management, technology, and regulations. 

Bolat Zheksemaliyev, Vice President of Sales at AHPP, presented a paper about the sales organization. He 
discussed the sales of electric and thermal power, bi-lateral agreements with individual customers, planning 
and analysis od sales, monitoring of cash receipts, preparation of reports, and responding to customers. 
There are 461 industrial customers, 29,224 residential customers, and 175 public customers. There are only 
109 meters installed, so billing is based on consumption standards. Bills are hand delivered and the 
collection methods include written notices, disconnection, cash collection orders to transfer funds, 
dismantling of faucets, filing of lawsuits, and "raids" with law enforcement officers. Bad debts are being 
written off by a resolution committee. Inspectors report on any instances of theft. The losses of thermal 
power are calculated at over 40% and are attributed to inadequate residential consumption standards. 

Bernt Andersson, President of FVB in Sweden, spoke about district heat rehabilitation projects in Latvia 
and in Moldova. He discussed tariff structure development, billing and collections processes, organization 
structure, and corporate financing. He used a graphic display to compare district heating systems versus 
individual boiler installations. He discussed the development of business plans and how to address financial 
issues. In conclusion, he spoke about technical improvements for district heating facilities. including the 
replacement of 4-pipe systems, use of individual heat exchangers, building construction improvements. and 
balancing of radiator operations. 

Doug Maust explained programs to help users to be more efficient. This includes frequent visits with each 
customer to discuss energy conservation. 

The participants then toured the control room at the Atyrau Heat Supply Company, pipe connections at an 
apartment complex, and a transmission pipeline insulation replacement project. 

In the afternoon session, Gulyash Zholurnbaeva, Chief Accountant at AHPP, described the accounting 
system at AHPP. This included an explanation of financial accounting, production accounting, statistical 
accounting, tax accounting, and managerial accounting. This was graphically illustrated and backed up with 
quantitative data. 

Bernt Andersson then discussed a method to compare the prie for electric power versus heat power. He 
used a project in Riga. Latvia as an example to demonstrate the method. He then described how to evaluate 
a corporate organization structure using the criteria of suategy, operation, and support. 

Wednesday, Se~tember 20,2000 

Tiesov retuned as a co-chairman, and introduced the deputy Akim. 

Nurpeis Makhahev, Deputy Akim of Atyrau Oblast, said that the Atyrau Heat Supply System is more 
reliable than those in cities to the north and the east. He said he is happy to know about the attention that is 
being given to this company. He said that changes in the economy are attracting many foreign country 
representatives to Atyrau. He hopes that this conference and the exchange of information will improve the 
energy efficiency of the heating system. He recognized the contributions of USAID to the power industry 
and on behalf of the Oblast Government gave assurance of its support to the program. 



Nelly Sosedova of the Oblast Kids Hospital spoke highly about the service provided by the Atyrau Heat 
Supply Company. She said, "It is nice to work with this organization and we hope to continue the 
cooperation." 

Svetlana Zhumadilova, Chairman of the Apartment Owners Organization, complimented Atyrau Heat 
Supply Company on its assistance in providing advice on heat exchanger operations. She welco~nes visitors 
to inspect the systems that have been installed. However, she said that the tariffs for heat are too high and it 
is difficult for people to pay. She proposed a one-year freeze on the rate. Surprisingly, she noted that 
pensioners are the first ones to pay. She did comment that the Atj~au Heat Supply Company provides good 
service. 

Tom Griffin of ICC described the International Accounting Standards and the Chart of Accounts that is 
based on Generally Accepted Accounting Principles. He explained that these documents are being 
reviewed by ICC with ANMR and said that it is important to work toward using these procedures. 

Mukhambet Kaliev summarized the information that was gained in the Study Tour in April. These included 
automation of burner operation, burner configuration, condenser cleaning, upgrading of cooling towers, 
automation of the ecological process, and dispatch of heat supply. 

Dr. Theresa Sabonis-Helf discussed energy policy and business planning. She explained mechanisms to 
address problems of air pollution. This includes taxes and emission permits. She also reviewed the key 
elements of the Framework Convention on Climate Change and the Kyoto Protocol. In conclusion, she 
identified several sources of funding for emissions reductions projects. 

The seminar concluded with a questionlanswer session that focused on technical aspects of district heat 
system operations. 

Tiesov remarked that the conference achieved its objectives and helped in the move forward bn energy 
efficiency. Kaiiev indicated that the information exchange was very useful in understanding other 
viewpoints. 

A Planning Meeting was held at the conclusion of the conference to begin discussions on future activities 
by USEA for the Atyrau Heat Supply Company in support of the Hagler Bailly program. These discussions 
will be continued after Hagler Bailly opens its office in Atyrau later this year. 

Albert Skeath 
Deputy Program Manager 
October 2,2000 
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Power Sector Privatization in Central and Eastern Euroue cPr Eurasia 

CENTRAL AND EASTERN EUROPE & EURASIA: 
RESULTS AND FUTURE PLANS 

POWER SECTOR PRIVATIZATION IN 

BACKGROUND 

A forum for privatization and energy officials, regulators, utility executives and 
investors to share their experience and discuss the remaining challenges I 

Within most countries of the CentralIEastern Europe and Eurasia Region (E&E), the power sector remains the 
largest state owned asset. Confronted by declining public sector budgets and increased demand for capital to 
maintain and replace aging infrastructure, governments in the region are pursuing privatization by attracting 
strategic international investors as a strategy to ensure long-term sustainability. 

To support privatization, most countries in the region have passed energylelectricity laws and established a 
regulatory entity with varying degrees of autonomy and decision making authority. To encourage competition, 
most countries in the region have separated generation and distribution fbnctions from the previous vertically 

a 
integrated monopoly and have begun to define the structure and operation of new electricity markets. 

Hungary, Georgia, Moldova and Kazakhstan have already privatized substantial portions of their energy assets. 
Other countries, such as Ukraine, Armenia and Poland are taking initial steps toward power sector privatization 
and most countries have privatization plans in place. 

The early experience with privatization in these countries indicates that a broad cross section of constituents 
including policy makers, legislators, privatization managers, utility regulators, utility managers and the public 
must confront a wide range of policy and technical challenges to ensure a successfbl privatization experience. 
Among others, these challenges include: 

). Developing the strategy and process for privatization; 
). Implementing power reforms including new electricity market arrangements; 
k Selecting investment bankers and privatization advisors; 
). Designing the privatization tendering process and evaluation criteria; 
2- Determining associated social and labor policies; and 
k Reducing investment and regulatory risk perceived by investors. 

l1.S Agency for International Developnlent 2 

l 

This conference is designed to assess the power sector privatization experience to date and plans under 
development. It will focus on strategic privatization where international utilities have purchased power sector 
assets. Participants who have been or will be involved in the process are invited to attend this conference to 



I Power Sector Privatization in Central and Eastern Euro~e & Eurasia 

I share their experiences in developing and implementing privatization policies, strategies and programs focused 
on attracting strategic investors. 

11 OBJECTIVES 

I1 The objectives of the conference are to: 

(1) Review and assess the results of power sector privatization policies, strategies and implementation 
efforts to date and, identify successfbl approaches for future privatization in the region; and 

(2 )  Expand communication among energy and privatization officials, utility investors involved in the 
region, investment bankers and international financial institutions (World Bank, EBRD, IFC) and 
disseminate the results of the conference. 

0 

II CONFERENCE STRUCTURE 

Attendance is limited to invitees with direct involvement in the privatization process so as to maximize the 
exchange of experience and the assessment of power sector privatization efforts to date: 

k Senior officials from energy, privatization, finance and other relevant ministries; 
k Utility regulators; 
k Utility executives; and 
k International financial institutions, investment bankers, private utility investors and privatization 

advisors. 

Day One will feature case studies of power sector privatizations already completed in the region and a set of 
presentations from countries outlining their approaches to upcoming privatizations. Building on the base of 
knowledge established during Day One, the second day will be devoted to comparing privatization strategies 
and implementation processes from a number of different perspectives, including those of government oficials, 
investment bankers and private investors. The final day of the conference will be used to facilitate a group 
discussion evaluating efforts to date and identi@ successfbl approaches to future power sector privatizations. 

U.S. Agencv for International L)evelopment 3 
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POWER SECTOR PRIVATIZATION IN 
CENTRAL/EASTERN EUROPE & EURASIA: 

RESULTS AND FUTURE PLANS 

A conference for privatization and energy officials, regulators, utility executives 
and investors to share their experience and discuss the remaining challenges 

Thermal Hotel 
Budapest, Hungary 

June 6-8,2000 

Sponsored by: 
U.S. Agency for International Development 

MONDAY JUNE 5,2000 

7:OO-10:OO pm Conference Registration in the Hospitality Suite -- Park Room, GrandHotel 
Register for the conference and eujoy light snacks in the hospitality suite 

1 7:30-8:00 pm USAID Officer's Meeting - Nador Room, Grand Hotel 

I1 TUESDAY JUNE 6,2000 - YBL Room, Grand Hotel 

11 Plenarv Session 1 - welcoming/ keynote addresses followed byprivatizatioi~ case studies 

8:30 am Introductions 
• Fred Guymont, Deputy Director, Office of Environment, Energy and Social 

Transition, Bureau for Europe and Eurasia, United States Agency for lnternationnl 
Development 
Bob Archer, Deputy ChieJ; Energy and Infrastructure Division, Bureau for Europe 
and Eurasia, United States Agency for lnternational Development 
William Polen, Manager, Energy Industry Partnership Program for Eurasia, United 
States Energy Association 

11 ILS Ageneyfor International Developmenl 4 



Power Sector Privatization in Central and Eastern Eurooe & Eurasia 

8:45 am Keynote Address -RESULTS, ISSUES AND APPROACHES 
Speaker will provide a general overview of the technical, policy and social challenges in the 
privatization process as a prelude to case study presentations on Hungary, Kazakhstan, Georgia, 
and Moldova during which these issues will be addressed using real world scenarios 
Laszlo Lovei, Lead Energy Specialist, Europe and Central Asia Region, The World Bank 

Privatization Case Studies - An overview of power sector privatizations in four countries with 
considerable attention to the process as well as policy, strategy, roles of government agencies, 
investment bankers and consultants, timeframe, and lessons learned. 

9:00 am Hungary 
Presenter: Miklos Andrasi, Hungarian Privatization and State Holding Company 
Commentator: Allan Wblnzsley, General Manager, Csepeli Eromu Rt, PowerGen 

International 

10:OO am Kazakhstan 
Presenter: Oraz Jandosov, Executive Director, Kazakltstan Electric Grid Operating 

Company 
Comrnentator: Vital' Lee, AES Silk Road 

11:OO am Break 

1 1 :30 am Georgia 
Presenter: Michael Ukleba, Ministry of State Property Management 
Comrnentator: Michael Scholey, AES Telasi 

12:30 pm. Lunch 

2:00 pm Moldova 
Presenter: Victor Bodiu, Deputy Director, Department of Privatization (to be co~@rmed) 
C?ommentator: Ignacio Ibarra, Union Fenosa 

Plenary Session 11 -- Updates on approaches in countries with developedprivatizatzon plans 

Country Approaches to Upcoming Power Sector Privatizations 
Representatives from selected countries will provide an overview of their policy framework, 
strategy and implementation process for upcoming power sector privatizations 

3:00 pm Armenia 
David Vardanyan, Minister, State Property Fund of Armenia 

3:30 pm Ukraine 
Leonid Kalnichenko, Deputy Chairman, State Property Fund of Ukraine 
Alaanller Ryabchenko, Clzairnzan, Supreme Rada of Ukraine Committee on Privatization 
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4:00 pm Poland 
Grzegorz Gospkowski, Ministy of Treasu y 

4:30 pm Romania 
Nicolae Liciu, Deputy Director General, Ministry of Industy and Trade 

5:00 pm Questions and Comments 

5:30 pm Adjourn 

7:30 pm Cocktail Reception and Dinner Hosted by the United States Energy Association 
Szechenyi Dining Room, Grand Hotel 

WEDNESDAY JUNE 7,2000 - YBL Room, Grand Hotel 

Plenaw Session 111 - Panel discussion examining the policy framework and strategy designed to support the 
privatization implementation process 

9:00 am Panel: Development of the Policy Framework and Strategy 
Panelists: 
Gabor Szorenyi, Deputy Director, Electricity Licensing, Hungarian Energy Office 
Paata Tsintsadze, Commissioner Georgian National Energy Regulato y Conznzission 
Anatol Saracuta, Chairman, Moldova Energy Regulato y Agency 
Kiron Sarkar, CZBC World Markets 
Oleksei Kucherenko, Deputy Chairman, Committee on Fuel and Energy, 

Supreme R a h  of Ukraine 
Fraser Morrison, Deloitte Touche Tomatsu 

Policy Framework Issues 
b The objective of the power sector privatization and how it informed the privatization 

policy that was developed 
b How social considerations were incorporated into the privatization strategy 
k Special laws/government decrees required to enact privatization 
b Special provisions, if any, for dealing with power sector debt 

Power Sector Reforms 
k Restructuring/electricity market introduced? When? Impact on investor interest? 
b Importance and authority of energy regulatory body. 
b Tariff policies and pricing methodologies before and afier privatization 
b Key license provisions for new private owners 

Approach and Strategy 
b Targeting the new owners - strategic investor, portfolio investor or mass privatization 
b Preference for domestic or international owners 

If strategic or portfolio investors which privatization implementation strategy was 
employed - competitive bid or negotiated contract 

)I U. S. Agency for Internalional Develo~nient 6 
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> The sequencing of privatization - generation or distribution first and policy on 
transmission 

)i The percentage of the asset offered through the privatization process - loo%, less than 
100% but controlling interest, minority ownership with management control, minority 
ownership with no management control 

> If government consulted with potential strategic investors when designing the strategy 
and implementation process and, if so, how their concerns were managed 

10:30 am Break 

Plenarv Session N - Panel dzsczissior~ examirzirlg the early stages of implementing the 
privatization process 

11 :00 am Panel: Preparing for Privatization-Investment Banker and Other Steps 
Panelists: 
Arpad Bajkay, Hungarian Privatizntion and State Holding Company 
Michael Ukleba, Georgian Ministry of State Property Management 
Victor Bodiu, Deputy Director, Moldovan, Department of &ivatization 
Whether the privatization ministry employed the services of an investment banker, and if so, how 
it was selected - competitive bid or negotiated contract 
k The criteria used to select the investment banker 
b Provisions of the investment bank contract and its scope of work 
k Other steps 

1 2 : l S p m  Lunch 

Plenarv Session V - Purlel disczissiorls on the process of in~plememing the privatizatiorz and 
negotiating the financial closirzg 

1.30 pm Panel: The Implementation Phase 
Panelists: 
Miclzael Ukleba, Georgian Ministry of State Property Management 
Arpad Bajkay, Hungarian Privatization and State Holding Company 
Victor Bodiu, Deputy Director, Moldovan Department of Privatization 
Cyril Postel- Vinay, CCF 
Vlrrdo Vucetic, The World Bank 

Selecting and Valuing Assets 
> Whether the investment banker had a role in selecting and packaging assets for 

privatization 
b Asset valuation methods; use of the valuations? 

Marketing the Assets 
> Information Memorandum preparation and content- technical, financial, tax, and social 

policies, etc. 
Ir Pre-tender Marketing and Methods - newspaper announcements, internationaVdomestic 

conferences, visits 

I U.S. Apencv for Internatlonal Develoamenr 7 
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Preaualifiing Potential Bidders 
> Process, selection criteria and timing and publicizing prequalification of bidders 
).. Minimum number of responses required to proceed? 

> Soliciting Bids 
h The contents and terms of the tender (draft buy-sell agreement, performance bonds, etc) 
k Where and how it was announced 
> Selection criteria clear? Price only? 
> Time frame given to bidders to prepare proposals 
k Ability of respondents to conduct adequate due diligence 
b In-country support provided for bidders due diligence 
h Process used to receive and record bids 
b Process for communicating/questioning companies that provided proposals 
b Process of bid evaluation, who did it and how long did it take? 
> Selection decision - by committee, privatization ministry? 

3:00 pm Panel: The Negotiation Process 
Panelists: 
Arpad Bajkay, Hungarian Privatization and State Holding Company 
Michael Ukleba, Georgian Ministry of State Property Management 
Victor Bodiu, Deputy Director, Moldovan Department of Privatization 
AIlan Walmsely, Managing Director, Csepeli Eromu Rt, PowerGen International 
Michael Scholey, AES Telasi 
Ignacio Ibarra, Union Fenosa 
Cyril Postel Vinay, CCF 

> Roles of government entities, Investment Bank, regulator, advisors 
h Process for negotiations 
h Proposed time versus actual time for negotiations 
h Resolution of special issues: 

o Labor issues 
o The use of performance based standards vs. specified hture investment 

requirements 
o Tariff increases 
o Market power issues 
o Tax holidays and other incentives offered, if any 

5:30 pm Day Two Wrap-up and Adjourn 

7:00 pm Danube River Sightseeing Sponsored by United States Energy Association 

C!S. Agencyfor Il~ternational Development 8 
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THURSDAY JUNE 8,2000 - IYBL Room, Grand Hotel 

9:OO am Conference Findings 
A summary ofBndirzgs of the conference will be present. Conference participants will he asked 
to contribute comnzents and questio~rs to stimulate disczczlssion. 

10:OO am Evaluations, Recommendations and Lessons for the Future 
Based on the previous presentation, the participants will assess findings, propose conclusions 
and recommendations on what is needed for successful power privatization resulting in sale of 
assets to strategic international investors. 

12: 00 pm Coi ference Adjourn 

conf3 I 7. doc 
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Michael UMeba, Minister of State Property Fund of Georgia 

P Privatization in general, and in the power sector in particular, one of the main components of 
Georgia's economic strategy, which seeks to: 

o reduce the government budget 
o promote competition through demonpolization 
o attract foreign capital 
o introduce modem technologies and management systems 

> A strong motivation for privatization was the severe crisis in the power sector resulting from the non- 
payments crisis, which threatened the ability of the government to continue to own and operate the 
power sector 

> Another strong motivation was to reduce corruption, which itself was contributing to the bankrupting 
of the sector 

P Strong political will on the part of the government is necessary for privatization of the power sector 

P Government relied heavily on international financial and economic organizations (World Bank) and 
advisors to lay the 1egaYregulatory groundwork for privatization -- development of laws and an 
independent regulatory agency 

5; The Government also used Merrill Lynch to prepare the prepare for and conduct the actual 
privatization - Selected through a competitive bidding process 

The use of a highly skilled tender commission was important to the success of the privatization in 
Georgia 

k The government created a wholesale power market to create competition in the power sector 

h The process used for privatization was an open tendering process that required prequalfication and a 
final tendering round 

T;. Results from the privatization include: 

o Eradication of corruption 
o Growth in the debt of the sector has stopped and the private investors have paid half the debt 
o Private investor's are investing in the restoration of the sector 
o The country is able to tap into new capital markets through the private investors 

> The privatization process requires the full commitment of the Government to ensure success 

Colin Denny, AES Telasi 

b The government must possess the political will to privatize in order to effect a successful privatization 

5; An important element of political will is the establishment of a responsible regulatory authorit?, 
endowed with the necessary autonomy to both shield the government from unpopular decisions and to 
shield the commission from the same. 

h The sequencing of the sale of power sector assets is an essential consideration. In Georgia, the 
distribution sector was privatized first to improve cash flow in the sector. 



Privatization negotiations were lengthy. The amount of time necessary to complete the negotiations 
should not be underestimated. 

> The government provided unfettered access to information on the company prior to privatization and 
provided support through the Ministry of State Property Management to facilitate due diliegence. This 
was considered extremely important in the deciding to invest and in the negotiation process. 

k The importance of a comprehensive purchase agreement was emphasized repeatedly by the speaker 
because this is the document that serves as the reference point for all post-privatization questions and 
disputes with the government. 

k Following privatization, all of the employee's back salaries were paid to them. 

O Post-privatization labor reductions were accomplished through a voluntary severance package of 
$1,000 -$2,000. 

O The company has an obligation to serve and currently has difficulty disconnecting delinquent 
customers without disconnecting whole apartment blocks. As a result,the company is in the process of 
rewiring the distribution system so that individual meters can be relocated to locked cupboards and 
individual customers can be turned off when they do not pay. 

The company has had to face a number of operational challenges. For example, it had to develop an 
extensive customer database to determine who its customers were. It inherited a fleet of used vehicles 
that were barely operational 

Oraz Jandosov - General Director, Kazakhstan Electric Grid Operating Company 

> Like Hungary, in Kazakhstan energy sector privatization started with generation assets. ' Privatization 
was prompted by requests from private industrial customers, which had been privatized earlier and 
were receiving unreliable service as a result of a severe crisis in the power sector that had set in and 
was threatening the sustainability of the system 

O A reform oriented government was in power and began the privatization process in late 1995. 

)i The first step in the privatization process was unbundling the previously vertically integrated 
Kazahstanenergo and the creation of a wholesale market. So, in Kazakhstan, the need to privatize 
drove the creation of a competitive wholesale power market. 

> Following unbundling, the privatization process commenced using a negotiated deal approach rather 
than a formal tendering process. The negotiated deal approach was not transparent. It was "speedy but 
unfair". 

k As a result of the emphasis on a speedy privatization. an independent regulatory authority was not 
established prior to privatization. 

2. The incumbent regulatory authority (the current Agency for Natural Monopoly Regulation). a 
depanment within the government, did not participate in the negotiations process. As a result. there 
was a lack of clarity in the long term tariff policy of the government, which contributed to the 
difficulties with Almaty Power Consolidated (Tractabel) 

O The introduction of private companies to the power sector forced the regulator to improve its 
performance and understanding of the power sector. 



PLENARY SESSION I1 

David Vardanian, Minister of State Property Fund of Armenia 

9 Three objectives to privatization: 
o Attract foreign investment 
o Improve collections 
o Upgrade management and tecl~nology 

L There were several stages in the privatization process: 
o The goals and objectives of the privatization had to be established 
o A proposed schedule and timetable was developed 
o An independent regulatory body was established 
o Joint stock companies were created 
o Audits were conducted; and 
o Debts were restructured 

9 Consultants were used for the preparation of the privatization prequalification tenders and will be used 
for the ongoing privatization process 

> Prequalification criteria included the following: $150 million in assets in privately owned utilities and 
$100 million in annual income (check figures) 

2. A legal advisor will be hired to look at many issues prior to the final tender. These include: 
o Environmental liability 
o Social and labor issues - trade unions 
o Severance packages and ESOPs 
o Contracts between customers and the new operators 
o (Many other issues cited, but I missed them) 

k Final share distribution will be as follows: 
o 51% to private investor with management control 
o 20 %to EBRD, which may sell to private investor later 
o 5% on the stock market 
o 4% to employees 
o 20% held by government 

Leonid Kalnichenko, Deputy Chairman, State Property Fund of Ukraine 

k Political will of the government is essential to carrying out privatization 

b Discussed restructuring of energy sector from vertically aggregated system to current syte~n 

2. Ukraine will privatize distribution first to improve cash flow in the sector. Generation will be 
privatized after distribution 

2. Early privatization of the energy sector in 199511996 involved the voucher system 

k In 1997f1998 tenders were announced for the sale of 7 energos. From 25-35% of the shares of each of 
the seven were sold. Did not attract strategic international investors. An offshore local investor won 
the tender and bought additional shares on the market to gain management control 

k The new strategy is to sell the controlling interest of shares in the next 7 energos to be privatized in 
order to attract international strategic investors. 



k Using CS/First Boston as the investment banker on the deal. CS was procured through an open 
tendering process. 

P To provide even greater incentives to potential strategic investors, a new decree (not yet official?) calls 
for offering 75% + 1 share 

k Technical and financial information on each of the companies to be sold will be provided to each of the 
potential bidders. 

2. Next year, the government plans to sell an additional 12 energos 

?+ A strong regulator with clear authority is essential to energy sector privatization. 

Alexander Ryabchenko, Chairman Supreme Rada of Ukraine Committee on Privatization 

L Ukraine has a pro-reform president and a reform oriented Rada for the first time ever 

b Privatization of the power sector should be the first order of business since there are no elections 
scheduled for the next two years 

k In the next power sector privatization offshore companies will be prohibited from bidding 

P However, no law permits t l ~ e  sale of controlling interests (?) 

b The investor should decide on which invest~nents should be made, rather than the government 
requiring specific investment as part of purchase agreement 

G n e g o n  Gospkowski, Ministry of Treasury 

k The objectives of power sector privatization in Poland are: 
o Improve management 
o Increase competition for EU accession 
o Improve customer servicelprotection 
o Enhance energy security 
o Rationalize investment in the sector 
o Optimize revenue from the sale of assets 

k A discussion of upcoming power sector privatizations was provided. The government has chosen a 
negotiated deal approach and generally does not provide an option for a strategic investor to obtain a 
majority of the shares. Nevertheless, it seeks a strategic investor by selling a large non-majority 
portion of the shares and provides the investor with management control. 

k Generally, the approach has been to sell a small minority portion of shares on the stock exchange to 
encourage mass ownership, sell a minority of shares to employees and seek a strategic investor by 
generally offering a larger minority share wit11 management control bestowed on the investor by the 
government. In certain cases, the government provides an opportunity for the private investor to 
obtain the shares necessary to create a majority after an initial period of time. 

2. The privatization process in Poland begins with the selection of a privatization advisor for each 
individual privatization project, wliicli is done through a tendering process in accordance with the 
procurement laws in Poland 

b Selection of the privatization advisor general1 takes three months from the issuing of the tender to the 
final contracting. 



k The advisor conducts an analysis of the project. which generally takes 11-23 weeks depending on the 
nature of the asset and problems associated will1 it. 

I; A tender is sometimes announced to solicit interest from potential investors. Rather than using 
tenders, the advisor may also seek out interested parties. 

I; The government engages in parallel negotiations with two potential investors as a result of a 
solicitation or based on the recolnmendation of the advisor. The government makes a selection and 
enters into final negotiations with one of the two based on the quality of their offers. At this time the 
investor is provided with a permit to meet and negotiate with the social representative of the workers. 

P A final contract is prepared usually within 6-8 weeks of beginning the final negotiations with the 
selected investor 

I; The privatization advisor plays an i~nportant role throughout the process 

I; Ministry of State Treasury prepares an information memorandum for each project but because the 
situation in the power sector changes rapidly.the burden is on the investor to conduct adequate due 
diligence. 

> "The Ministry of State Treasury acts as a seller and not as an information agency" 

> Investment requirements are negotiated based on the investor's knowledge of the Polish power sector. 
This can take the form of an increase in capital, an increase in the amount invested in new assets or in 
specific types of equipment. Penalties are provided for in the contract if the commitments are not 
realized. 

21. Clearly an important objective of the privatization in Poland is to import management experience in 
competitive power markets to improve Poland's chances EU accession. Therefore, an important 
component of the investment requirements is the human resource management and training plan. 

5- The privatization process in Poland is designed to maximize the clarity of the process for the investor 

Si Privatization lhrougll invitation to negotiation is designed to provide comfort and transparency to the 
potential investor. 

PLENARY SESSION 111 

Gabor Szorenyi, Hungarian Energy Office 

k The impetus for privatization was the high debt service of the government and the need to repay loans, 
the need for new capacity in the sector that could not be provided by the government. and high 
investment requirements in old plants 

k The importance of political will can not be underestimated 

5- The government must transfor111 its role in the sector from one that is operational to one that develops 
policy 

k The government must designate a single agency to conduct the privatization and provide it with 
authority to gain access to expertise from other agencies and make difficult decisions during the 
negotiations 

5- It is important for the regulator to establish confidence in the investors 



> An adequate time period should be given to investors to respond to tenders. In Hungary, the time 
period was too short. 

> Price was weighted at 90% for evaluation criteria of offers 

Hungary chose to privatize first and introduce competition later. As a result, the country is dealing 
with stranded cost issues that is preventing the introduction of a fully competitive market 

Paata Tsnitsadze, Georgian National Energy Regulatory Commission 

2. The government must have a privatization strategy and clear objectives for the privatization so that the 
government and regulator can deal fairly with the investor during the privatization process and 
afterward 

> The regulator must be involved in the privatization process from the beginning because the investor is 
the government agency that is left to deal with the investor in the post privatization period on issues 
related to tariffs, dispute resolution, etc. 

> The importance of the regulator in the privatization process is very high. Investors will cornpare the 
competency of the regulator in one country versus another when weighing investment options. 

2. The regulator should develop a strategy to deal with opponents of privatization 

li. The regulator must be flexible when the investor decides to aggregate and bundle the power sector as 
is occurring in Telasi 

Anatol Saracuta, Moldovan National Agency for Energy Regulation 

> The government has the objective of maximizing revenue through the privatization but the regulator's 
objective is different. It is to decrease tariffs. 

> The regulator should attend all meetings during the negotiation process 

)i The regulator must balance consumer and investor interests. 

2. Dispute resolution was a key issue in tlie development of an approved tariff methodology 

Richard Surrey, Squires Sanders and Dempsey 

Z Privatization of the energy sector is a uniquely political issue that has a direct impact on household 
income 

P It is a "buyers market" . Sellers must sell themselves 
o Speed and clarity are the key for sellers to sell themselves 

P Privatization objectives carry trade-offs. For example, tlie government may choose a full employment 
policy as one of its objectives. Doing so may result in decreased interest from buyers or a lower 
purchase price. There are many other trade-offs that must be considered when developing the 
objectives and strategy for privatization 



O The seller must offer appropriate opportunities to conduct due diligence. The more information the 
investor has, the greater its level of comfort with the asset and it will offer a higher price. Uncertainty 
creates risk and risk lowers the offering price. 

PLENARY SESSION IV 

Arpad Bajkay 

> Com~nercialization of the assets was necessary prior to privatization 

h In Hungary. competition to select the investment bank was not used. Rather the government gave a 
series of small assignments to several investment banks to determine which it liked best. Then, it 
negotiated a contract with the one it felt most comfortable with. 

> The investment bank received a monthly payment to cover its operational costs and a success fee of 
approximately 1% of the sales price 

P Like a regulatory commission, the state property fund should be a relatively autonomous agency that s 
shielded from political interference since it has to make difficult and sometimes unpopular decisions 

Michael Ukleba, Minster of State Property Management of Georgia 

>; Before selecting an investment banker the government should have the proper legallregulatory 
framework in place and developed strategic objectives for the privatization 

k The transitional country requires an investment banker because the country lacks the experience in 
privatization and capital markets 

b The investment banker must take the time to learn the country because the investment banker is 
responsible for "selling" the country to the investor 

b After learning the country, the investment banker develops a strategy responsive to the objectives set 
by the government 

b A competitive bidding process should be used to select the investment banker 

Victor Bodiu, Moldovan Department of Privatization 

b The process used to select an investment banker was based on the World Bank competitive bidding 
niles 

Er A closed tendering process was used, in which 18 banks were contacted to determine their interest and 
6 were eventually shortlisted 

Cost and the quality of the technical proposal were the criteria used to select the investment bank. The 
quality of the technical proposal was given greater weight 

b A selection committee composed of government officials and Deloitte, Touche Tomatsu was 
established. 

i. The most important factor in selecting the investment bank is the quality of the personnel offered and 
not the name of the bank. 



> It took 3 months to select the bank 

k The fee was a monthly retainer for expenses plus 2% of the sales price 

PLENARY SESSION V - Implementation phase 

Arpad Bajkay 

> A letter was sent to potential strategic investors to ascertain their interest - a sort of prequal 

> Then the PIM was sent out, complete with a draft sales agreement 

k Adequate time was given for due diligence 

k After due diliegence a bidders meeting was held and comments were provided on the sales agreement 

)i Changes were made to the draft sales agreement based on the comments and the PIM was reissued 
with the new agreement 

k No bidder was allowed to bid for more than 2 properties to prevent a monopolistic situation 

B Bidders were told that they could make no changes to the sales agreement - it was price only 

Victor Bodiu, Moldovan Department of Privatization 

k PIM was prepared and direct discussions with investors were conducted to develop interest in the sale 

Prequalification was done according to technical and financial criteria (what were they?) 

k 6 companies were prequalified, although by law only 2 were required 

k A bid bond was required and expired at the conclusion of the tendering process 

)i Evaluation criteria = 80% price; 10% for tar ie  10% if they bid for all 3 assets that were offered 

k Evaluation was done by DOP and CCF within 60 days 
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United States Energy Association 
Caspian Oil and Gas Environmental Partnership Program 

Study Tour for Kazakh Regulators and Oil Spill Workshop 

Location: Mobile, AL and New Orleans, LA 

Sponsored by: 
U.S. Agency for International Development 

October 9 thru 20,1999 

List of Partici~ants 

Shyngyskhan Seidagaliev, Mead of Tech. Policy Div., Oil and Gas Dept., Ministry of 
Energy, Industry and Trade 

Dina Berkelieva, Chief Specialist, Dept. of Natural Resources Protection, Ministry of 
Natural Resources and Environmental Protection 

Alexander Freiberg, Head, Dept. of Environmental Studies, Ministry of Natural Resources 
and Environmental Protection 

Radius Latfuilin, Director, Special Marine Inspection, Agency for Emergency Situations 

a Date of Issue: October 13,1999 



In response to continuing development of the petroleum sector in the Caspian region, the U.S 
Agency for International Development, through the United States Energy Association as 
managing partner, is initiating the Caspian Environmental Oil and Gas Partnership Program. 
Targeted for Kazakhstan, Turkmenistan, and Georgia, the objective is to develop regulatory and 
educational partnerships involving both local and western agencies and educational institutions. 
The goal of the Environmental Regulatory Program is to promote further development of sound 
Health, Safety, and Environmental (HSE) policies. 

This U.S. study tour by a Kazakh delegation of government officials is follow-up to the opening 
seminar conducted in May in Astana, Kazakhstan, related to our Regulatory Partnership Program. 
The focus of this particular tour will be two fold: to demonstrate the key elements of the US 
National Spill Contingency Plan, and to continue our dialog about performance based oil industry 
regulations. 

Objectives 

USEA has two objectives for the October U.S. visit by government officials from Kazakhstan. 
One is to provide exposure to US spill response methodologies that, in turn, may enhance 
ongoing efforts to draft a Kazakh National Spill Contingency Plan. The other is to continue the 
dialog regarding development and implementation of western style, performance based oil 
industry regulations. 

The spill response roles and responsibilities of governmental and private organizations will be 
explained during this tour. Officials will have the opportunity to meet with both the US Coast 
Guard and Mineral Management Service to gain insights about how the National Spill Plan is 
organized, and what roles these government organizations occupy. They will also meet with both 
Texaco and Clean Gulf Associates where they will be provided with an overview of spill response. 
This will include observing an actual spill response drill that will be conducted at Texaco's offices. 

Offshore oil industry regulations will also be discussed. Both the MMS and the state of Alabama 
will talk about which elements of offshore regulation they consider most important, and how they 
monitor these issues to insure adequate operational performance. The industry, represented by 
Exxon/Mobil, will also discuss their perspective on these issues, including how both regulating 
agencies and industry work together to achieve this performance. 

During the course of the visit, USEA has also planned several meetings to discuss future topics of 
interest to the Kazakhs related to our regulatory partnership program. 



llnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Kazakhstan 
@ Caspian Environmental Partnership Program 

Regulatory Study Tour and Spill Response Workshop 

October 9-20, 1999 

Mobile, AL and New Orleans, LA 

Saturdav, October 9,1999 

7:40 am Participants depart from Almaty, Kazkhstan on Transaero 206 to Moscow 

9:10 am Participants arrive in Moscow 

1.30 pm Mikhail Lebedskoi, USEA, to meet group - Group Departs Moscow on Delta 
31 to New YorMJFK 

@ 
3:35 pm Group arrives in New York 

5:25 pm Group departs for Atlanta on Delta 11993 

a 7:55 pm Group arrives in Atlanta, Ellen Garrett, USEA and Michael Arrowood, 
interpreter, to meet. 

10:05 pm Group departs for Mobile, AL on Delta 1793 

0 10:23 pm Group arrives in Mobile, AL 

Check in to hotel: 

Adams Mark Hotel 
64 South Water Street 
Mobile, AL 36602 
Tel: (334) 438-4000 
Fax: (334) 415-3060 

• Sundav, October 10,1999 

Free Day in Mobile, Alabama 

4:33 pm Yerbulat Dossaev, Kanat Bozumbaev, and Zukhra Abrakmanova arrive. 
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Monday, October 11,1999 

8:00 am Travel to Gulf Strike Team 
Location: 8050 Tanner Williams Road, (West) Mobile 

8:30 am Welcome and Introductions 
John Winston, [JSEA 
CDR Gugg, U.S. Coast Guard 

8:45 am National Response System 
CDR Gugg, [J.S. Coast Guard 
lu Brief History 
P Reactive Evolution of System 
> Premises of U. S. Approach 

> Spiller Responds - Spiller Pays 
k Government Oversight and Government Lead 

); Hierarchy of U. S. Response Plans 
> Coast Guard Roles 

> Regulator 
k Responder 

9:30 am Break 

9:45 am Captain of the Port Roles - Marine Safety Office Mobile 
). Local Area Planning and Response 
lu Area Contingency Plans 
P Local Stakeholders 
>i Private 
>;. State 
k Local 
k Response Authorities and Responsibilities 

10:30 am Break 

10:40 am National Response Capabilities 
L O R  Dreyfus 
lu National Strike Force Composition 
> Strike Team Capabilities 
k Example Response Actions 

11:20 am Facility Tour 
>;. Equipment on Static Display 
> Short Presentations from equipment operators/technicians 
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12:OO pm Break and Travel to Lunch 

12: 15 pm Lunch a t  Aviation Training Center Galley 

1 100 pm Facility and Equipment Tour Continued 

1:30 pm Questions and Answers 

2:00 pm Adjourn 

Ground Transportation to New Orleans 

Check-in to Hotel: 

Courtyard by Marriott 
300 Julia Street 
New Orleans, LA 
Tel: (504) 598-9898 
Fax: (504) 598-9897 

Tuesdav, October 12, 1999 

7:30 am Travel, New Orleans - Houma 

9:00 am Clean Gulf Associates (CGA) & Marine Spill Response Corporation (MSRC) 
James Eisterhold, Chairman, Executive Committee, CGA 
Richard Armstrong, Executive Director 
% Operations, Funding, and History 
h Relations with Government Agencies 
k Contractual Relationship with MSRC 

10:30 am Response to Spills 
Frank Palmisano, CGA Coordinator, MSRC 

11 :30 am Lunch 

12:30 pm Tour of Base Facilities and Inspection of Equipment Stockpile 

2:15 pm Travel to Airborne Support Inc. 

2:30 pm Inspection of AS1 Facilities and Aircraft 
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3:30 pm Return to New Orleans 

5:30 pm Overview - Texaco's Oil Spill Response Drill 
Harry Rich, Larry Straatmann, and Rick Savoy 

Wednesdav, October 13,1999 

7:00 am Walk to Texaco's Offices on Poydras 

7:15 am Delegation Received by Rick Savoy, Texaco 

7:30 am Oil Spill Response Drill 

4:00 pm Questions and Answers 

7:00 pm Dinner - The Grill Room at Windsor Court Hotel 
Hoste J by Texaco 

Thursdav, October 14,1999 

Minerals Management Service 
1201 Elmwood Park Boulevard 
New Orleans, LA 70123 

Upon Arrival - call Joe Christopher at 736-2788 for entry 

8:OO am Introductions and Overview of Gulf Region Activities 
Joe Christopher, Minerals Management Service 

8:30 am Overview of Oil Spill Regulatory Setting 
George Guillen, Minerals Management Service 

9:OO am MMS Facility Response Plan Interrelationship with Federal, State, and Local 
Oil Spill Response Planning Regulations 
Darice Breeding, Minerals Management Service 

9:30 am Break 

9:45 am United States Coast GuardIMMS Roles and Responsibilities 
Darice Breeding, Minerals Managemenl Service 
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10: 15 am MMS Oil Spill Response Regulations and Gulf of Mexico Regional Response 
Plan Notice to Lessees 
Rusty Wright, Minerals Management Service 

11:15 am Lunch 

1.00 pm MMS Required Drills and Training 
Rusty Wright, Minerals Management Service 

1.45 pm MMS Oil Spill Equipment Inspections 
Alton Bates, Minerals Management Service 

2:30 pm Break 

2:45 pm MMS Gulf of Mexico Unannounced Drills 
Alton Bates, Minerals Management Sewice 

3:30 pm Overview of GIs  Use for Spill Response 
Norm Froomer, Minerals Management Service 

Friday, October 15, 1999 

8:00 am Performance-Based Regulations - Safety and Environmental Management 
Program 
David Dykes, Minerals Management Service 

9:00 am Rate Control 
Ron Bowser, Minerals Management Sewice 

1O:OO am Break 

10: 15 am Environmental Studies Program - Bioremediation Studies in the Gulf of 
Mexico Region 

Dr. Pat Roscigno, Minerals Management Service 

10:45 am Environmental Monitoring 
Jack Irion, Minerals Management Service 

11:30 am Environmental Assessment 
George Hampton, Joe Christopher, and Dennis Chew, Minerals Management 

Service 

12:00 pm Questions and Answers 
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12:30 pm Lunch 

1:30 pm Dossaev, Bozumbaev, and Garrett ( G r o u ~  2) departs for airport. Remainder 
of Delegation (Grou~) 1) plus MMS Representative initiates Partnershi0 
Planning Discussion 

3:30 pm Return to Hotel 

Saturday, October 16,1999 

Free Day in New Orleans 

Sunday, October 17,1999 

2:00 pm Ground Transportation from New Orleans to Mobile, AL (departure time is 
flexible) 

Check-in to Hotel: 

Adams Mark Hotel 
64 South Water Street 
Mobile, AL 36602 
Tel: (334) 438-4000 
Fax: (334) 415-3060 

7:00 pm Dinner 

Monday, October 18,1999 

9:00 am Meeting a t  Adams Mark Hotel 
Room Location - Listed on Hotel Board as IJnited States Energy Association 

Welcome and Introductions 
Don Oltz, Oil and Gas Supervisor, State Oil and Gas Board of Alabama 
John Winston, IJnited States Energy Association 
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9:30 am Performance-Based Regulatory Process - State Perspective 

0 General Regulatory Framework 
David Bolin, Assistant Oil and Gas Supervisor, Prodfretion and Engineering, 
State Oil and Gas Board of Alahama 
> Background 

O Rules and Regulations 

0 
P Board Action 
P Staff' Action 
O Coordination with other Agencies 

10:30 am Coffee Break 

(b 10:45 am Performance-Based Regulatory Process - State Perspective 
Oil and Gas Board Reviews and Approvals 
Dolores Burroughs, Safety and Facilities Engineer, State Oil and Gas Board of 
A labama 
!+ Permitting 
)- Safety and Facilities 
> Production Allocation, Accounting, and Reporting 
k Production Allowables 
k Plugging and Abandonment 

* 1 1 :45 am Lunch 

1.00 pm Performance-Based Regulatory Process - State Perspective 
Inspections and Compliance Monitoring 
Ralph Hellmich, Chief Compliance Inspector, Offshore, State Oil and Gas Board 
of Alabama 
k Drilling 
2. Structures 
> Productions 
k Plugging and Abandonment * 

1.00 pm Performance-Based Regulatory Process - State Perspective 
Summary 
Don Oltz, Oil and Gas Director, State Oil and Gas Board of Alabama 
i. Board's Purpose 

k State's Perspective 
b Performance-Based Regulatory Process 
). Development of Hydrocarbon Resources 

- - -- - 
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2:30 pm Overview of Offshore Facilities Tour 
Ralph Hellmich, Chief Compliance Inspector, Offshore, State Oil and Gas Board 
of Alabama 

3:00 pm Questions and Answers 

3:30 pm Partnership Planning Session 

Tuesday, October 19,1999 

Dress for Tuesday is casual 

7:00 am Travel to Exxon's Onshore Treating Facility 

7:30 am Welcome and Introductions 
Jeff Woodbury, Production Manager, Exxon in New Orleans 

7:45 am Overview of Mobile Bay Operations 
Don Beard, Operations Superintendant, Exxon in Mobile Bay 

8:00 am The Offshore Regulatory Process, an Industry Perspective 
Keith Killian, Operations Integrity Manager., Exxon in New Orleans 

9:00 am Air Transportation to Offshore Productions Facilities 
Exxon Helicopter Services 

9:45 am Informational and Safety Briefing 
Exxon Facility Officer 

10:30 am Production Rig Facilities Tour - Living Quarters 

11:OO am Lunch On-Site 

12;00 pm Oil and Gas Board Overview of Offshore Facility Inspections 
Ralph Hellmich 

1:00 pm Offshore Facilities Tour 
Don Beard 
k Well Template 
k Production Platform 
k Control Room 

3:00 pm Questions and Answers 
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0 3:30 pm Return Air-Transport to Exxon's Treatment Facility, South Mobile 

4:30 pm Return to Hotel 

7:00 pm Dinner (Hosted by Mobil Oil Kazakhstan) 

0 

Wednesdav, October 20,1999 

8:00 am Check-out of Hotel - Depart for Airport 

0 10:30 am Delegation Departs on Delta 1260 from Mobile to Atlanta 

1 2:42 pm Group arrives Atlanta 

1.40 pm Depart Atlanta om Delta 62 for New YorWKennedy 
e 

3:50 pm Arrive New YorMKennedy 

5 : 5 5  pm Depart JFK for Moscow on Delta 30 

- 
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United States Energy Association 
Caspian Environmental Regulatory Partnership Program 

ACTIVITY SUMMARY 

Spill Response Workshop & Regulatory Study Tour 
Delegation from Kazakhstan 

October 9-21, 1999 

Sponsored By: 
U.S. Agency for International Development 

During the period October 11 through the 19", USEA hosted a delegation of Kazakh 
government officials in the United States. In attendance were two officials from the 
Ministry of Natural Resources and Environmental Protection, one official from the 
Ministry of Energy, Industry, and Trade, and one official from the Agency for 
Emergency Situations. Scheduled but unable to attend were the Vice Ministers of the 
above mentioned Ministries plus the Director of the Oil and Gas Department of the 
Ministry of Energy, Industry and Trade. 

The purpose of this visit to the U.S. was two fold: to review and demonstrate the key 
elements of the US National Spill Response Plan, and to continue the partnership 
dialogue regarding performance based oil industry regulations. Meetings were arranged 
with officials from the U.S. Coast Guard, Clean Gulf Associates, Texaco, MMS, 
Alabama Oil and Gas Board, Exxon, and Mobil. Included was an offshore tour of an 
Exxon production platform in Mobile Bay, Alabama and the witnessing of a table top 
Spill Response Drill conducted at Texaco's ofices in New Orleans, Louisiana. 

Although attendance was disappointing, the visit itself went extremely well. A very high 
level of professionalism was demonstrated by all of the participating U. S. organizations 
and companies. Participants were well prepared and the information presented was, in all 
cases, relevant and of excellent quality. The Kazakhs also seemed interested in the 
subject material, and engaged their U.S. counterparts with questions and often lengthy 
discussion. 

A day by day description of what transpired is not intended via this visit summary. I am 
providing this information via a revised agenda of activities, which I will forward as well. 
During the course of the visit, the Kazakhs asked a variety of questions about both spill 
response and regulatory issues. I have listed most of these questions in the remaining 
portion of this summary. I believe this information will give the reader insights about 
which topics the Kazakhs are currently interested in pursuing further. 



Questions Related to Spill Response 

+ Who is responsible for drafting national spill legislation in the U.S.? 
+ How do government agencies such as the Coast Guard insure that oil companies are 

prepared to respond? 
+ Who determines how much spill response equipment to keep on hand and where it 

will be stored? 
+ Who trains government authorities or officials in spill response matters? 
+ How is the issue of authority handled should a spill affect both land and sea? 
+ Describe a situation where the Coast Guard has assumed authority for spill response. 
+ Where do the finds for government spill response preparation and oversight come 

from? 
+ What determines how the cost of being prepared to respond to a spill is shared among 

the companies. 
+ Who pays for the cost of responding to and cleaning up a spill? 
+ What methods or tools are available to government officials to make- sure the 

responsible party responds to a spill. 
+ What happens if the "spiller" is unable to respond? Who pays in this situation and 

where does the money come from? 
+ What is the "worst case scenario" assumed for the Gulf of Mexico? 
+ Why are there two response organizations (CGA and MSRC) in the Gulf of Mexico? 
+ Could CGA operate in the Caspian Sea? 
+ How do you know if a spill response plan is adequate? 
+ What safeguards are used to minimize the risk of a blowout on a drilling rig? 
+ How does a company stop an uncontrolled flow of oil from a well? 
+ Is setting a spill on fire a viable "spill response" option? 
+ Who determines if dispersants will be deployed? What is the basis for this 

determination? 
+ Do government agencies have authority to stop an operation if unsafe practices are 

observed? 
+ Does the MMS assess the degree of environmental impact following a spill incident? 
+ Are fines or penalties automatically levied against companies that incur a spill? If so, 

how is the amount of the fine determined? 
+ Why are there so many different "levels" of spill response planning? 

Questions Related to Re~ulatory Issues 

+ What tools are available to the MMS to insure compliance with offshore regulations 
+ Who is responsible for monitoring operations emissions and how is this done? 
+ Does the MMS have the authority to shut in an operation if the operator is found to 

not be in compliance? 
+ Does MMS assess fines and penalties for non-compliance, and if so, how much? 
+ Who establishes levels or standards of discharge for offshore U.S.? 
+ 1s MMS responsible for determining how and at what rate(s) a field's reservoirs will 

be produced? 



+ How do regulators handle production of multiple reservoirs in a single field? 
+ What resources are available to the MMS to insure proper reservoir management. 

Can MMS shut in a field if the oil company is not producing as planned? 
+ Who is responsible for performing an Environmental Impact Statement? Who pays 

for this study? 
+ If MMS conducts an EIS, do they hire outside expertise to acquire samples, analyze, 

and write the report? 
+ What are the criteria for approving an EIS? Do other government agencies review 

these documents? 
+ Is an EIS required for every separate operation? 
+ Are specific limitations for discharge or emissions contained in an EIS? 
+ What is a shallow hazard survey and what is the purpose of conducting one? 
+ Is a "permit to drill" a permit to develop a field? 
+ What are filing fees and how are they determined? 
+ Does Alabama have regulations for seismic operations? 
+ What are the regulations for testing a well and how are they determined? 
+ Can a regulator force an operator to test an exploratory well? 
+ How often are offshore facilities inspected? 
+ Are state inspection criteria different from the MMS? 
+ Is water coolant allowed to be discharged from an offshore operation? 
+ Do regulators allow underground injection of drilling muds and cuttings? 
+ How do regulators verifL discharge limitations? 
+ How do regulators know that production rates being reported by oil companies are in 

fact accurate? 
+ Are there fines for regulatory non-compliance and if so, how are they determined? 

During the course of this visit, USEA obtained a number of spill response documents that 
may prove usehl for the Kazakhs. These include: 

1. Training reference guidelines for oil spill response. (MMS) 
2. Preparation guidelines for a response exercise program. (MMS) 
3. Texaco's "Oil Spill Field Operations Guide" (FOG) for worldwide exploration and 

production operations. 
4. An "incident action plan" template 

USEA is currently investigating the cost of translating all or some of the above 
documents. We have also been promised a spill response training video from Texaco in 
the near future. Unfortunately, this video is only available in English at this time. 

J.G. Winston 
Manager, CEPP 
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Location: Harrisburg, PA and New Orleans, LA 

United States Energy Association 
Caspian Oil and Gas Environmental Partnership Program 

Study Tour for Turkmenistan Regulators 

List of Particinants 

Serdar IMaQyrov, Controll Department, Gompetant Body for Hydrocarbon Haesources 
nadirnir Glazovsky, Head, Environmental Department, Ministry of Nature, Use, and 

Environmental Protection 
Firuza Mollayeva, Chief Expert, Ennvironmental Protection, Ministry sf Oil, Gas, and 

Mineral Resources 
Baltabay Lukmanov, Chief State Inspector, Chief State Inspectiom, Tuffknraenstandadlargr 

Sponsored by: 
U.S. Agency for International Development 

- 

November 13 thru 21,1999 

Date of Issue: November 10, 1999 



Background I 

In response to continuing development of the petroleum sector in the Caspian region, the U.S. 
Agency for International Development, through the United States Energy Association as 
managing partner, is initiating the Caspian Environmental Oil and Gas Partnership Program. 
Targeted for Kazakhstan, Turkmenistan, and Georgia, the objective is to develop regulatory and 
educational partnerships involving both local and western agencies and educational institutions. 
The goal of the Environmental Regulatory Program is to promote hrther development of sound 
Health, Safety, and Environmental (HSE) policies. 

This U.S. study tour by a Turkmenistan delegation of government officials will serve as follow-up 
to the opening seminar conducted in July in Ashgabat, Turkmenistan, as a part of USEA's 
Regulatory Program. 

The focus of this tour will to demonstrate the key elements of the one-stop shop, and to examine 
interaction between state and federal agencies. 

Obiectives 

USEA's objectives for the November U.S. visit by government officials ffom Turkmenistan are to 
demonstrate the strengths of Pennsylvania's integrated program, to discuss the regulators 
relationship and interaction with industry, to conduct meetings with the Office of Conservation in 
Louisiana, and the history of oil and gas regulation in Louisiana, and to examine the role of 
Minerals Management Service. During the course of the visit, USEA also plans meetings to 
discuss h r e  topics of interest to the Turkmen related to the regulatory partnership program. 



United States Energy Association. Caspian Oil and Clrcls Environmental Partnership Program 
I 

Turkmenistan 
Caspian Environmental Partnership Program 

Regulatory Study Tour 

November 13-21,1999 

Harrisburg, PA and New Orleans, LA 

Saturday, November 13,1999 

2:50 am Participants depart from Ashgabat, Turkmenistan on United 3785 to 
Frankfurt 

6:35 am Participants arrive in Frankfurt 

1:00 pm Gene Fominykh, USEA, to meet group - Group Departs Frankfurt on United 
3503 to Washington/Dulles 

3:50 pm Group arrives in Washington/Dulles - h y l y n n  White, USEA, to greet 

Ground transportation to Harrisburg, PA 

Check in to hotel: 

Ramada Inn on Market Square 
23 South Second Street 
Harrisburg, PA 
Tel: (717) 234-5021 

Sunday, November 14.1999 

Free Day in Harrisburg, Pennsylvania 

Monday, November 15.1999 

8:OO am Walk to Pennsylvania Department of Environmental Protection - Bureau of 
Oil and Gas Management 
Location: Rachel Carson State OfJice Building 
400 Market Street, 14'~ Floor Confrence Room 

PARTICIPANTS SHOULD BRING PHOTO ID FOR ADMISSION TO 
STATE OFFICE BUILDING 
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United States Energy Association Caspian Oil and Oas Enwimmental Partnership Program 
1 

Welcome and Introductions 
Gene Fominykh, USE4 
James Erb, Director, Bureau of Oil and Gas Management 

Overview of Oil and Gas Production in Pennsylvania 
Ron Gilius, Chief; Division of Surface Activities, Bureau of Oil and Gas Mgmt. 

Oil and Gas Production in Turkmenistan 
> Oil and Gas Reserves 
> Number of Wells 
> Markets 
P Environmental Problems 

Group Discussion 

Break 

Pennsylvania's Integrated Regulatory Program 
James Erb, Director, Bureau of Oil and Gas Management 
David Jmco, Regional Program Manager, Southwest Field Operations 
Kenneth Young, Regional Program Manager, Northwest Field Operations 
Ron Gilius, Chief; Division of Surface Activities 
> Development History 
> Effectiveness and Efficiencies 
> State vs. Federal Responsibilities 
P Communication and Coordination 

Lunch 

Pennsylvania's Integrated Regulatory Program - Continued 

Regulatory Overview by Turkmenistan Delegation 

Group discussion 

Break 

Industry Involvement in Regulatory Program Development 
James Erb 
> Ad-hoc working groups 
P Development of Operator's Manual 
> Oil and Gas Technical Advisory Board 

- 
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United States Energy Association Caspian Oil and Qus Environmntal Partnership Program 
d 

0 3:45 pm Relationship with Industry - Building Trust 
James Erb, Director, Bureau of Oil and Gas Management 
> Environmental Committee Meetings 
> Roundtable Meetings 
> Newsletters 

0 > Opportunity for Comment 

4:15 pm Questions and Answers 

5:00 pm Adjourn 

7:00 pm Dinner 

Tuesdav, November 16,1999 

8:30 am Walk to Pennsylvania Department of Environmental Protection - Bureau of 
Oil and Gas Management 
Location: Rachel Carson State OfJice Building 
400 Market Street, 14'~ Floor Conference Room 

DELEGATION SHOULD CHECK-OUT OF HOTEL AJW PUT LUGGAGE 
INTO STORAGE AT HOTEL 

9:OO am Overview of Department of Environmental Protection's Rule-Making 
Process 

@ James Erb 

920  am Oil and Gas Technical Advisory Board - Roles and Responsibilities 

9:40 am Questions and Answers 

10:OO am Attend Oil and Gas Technical Advisory Board Meeting 
> Approval of Minutes of Last Meeting 
> Discussion and approval of proposed regulation changes 
> Receipt of comments f?om public 

11:OO am Round table discussion on Industry Interaction with Department of 
Environmental Protection 
Technical Advisory Board Members, 
Pennsylvania Oil and Gas Association 
Independent Oil and Gas Association of Penn.yvZvania 

0 
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United States Energy Association Caspian Oil and Oas Environmental Partnership Program 

11:45 am Lunch 

1:00 pm Questions and Answers/Discussion 

2:00 pm Depart for airport 

355 pm Group departs on United 7189 to Washington/Dulles 

4:41 pm Group arrives at Washington/Dulles 

222 pm Group departs on United 915 for New Orleans 

658 pm Group arrives in New Orleans - Greeted by John Winston, USEA 
Arriving on American 1152 from Dallas, at  6:50 pm - Both groups should 
meet at  baggage claim. 

Transportation to Hotel: 

The Pontchartrain Hotel 
2031 St. Charles Avenue 
New Orleans, LA 70140 
Tel: (504) 524-0581 
Fax: (504) 529-1 165 

Wednesdav, November 16,1999 

8:15 am Travel to MMS Of'fices 

9:OO am Greetings and Introductions 
P Overview of MMS 
> Overview of Regional Organization 
P Group Discussion 

9:30 am Environmental Analysis and Monitoring 
P Environmental Studies 
> Environmental Impact Statements 
> Environmental Analyses 
P Group Discussion 
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United States Energy Association Caspian Oil and Qas Environmental Partnership Program 

10:30 am Field operations' . 
9 Plans 
9 PermitdApplications 
9 Inspections 
9 Investigations 
9 Group Discussion 

1 1 :30 am Lunch 

1:00 pm Production and Development 
9 PermitdApplications 
9 Conservation 
9 Group Discussion 

200 pm Resource Evaluation 

2:45 pm Group Roundtable Discussion 

4:00 pm Meetings Conclude 

Thursdav, November 18,1999 

8:OO am Depart for Baton Rouge - Meetings at 0fd"ace of Conservation 

9:30 am Arrive at Office of Conservation 
Location: State Land and Natural Resources Building, 625 North Fourth Street, 

Baton Rouge, LA, Is' Floor Conference Room 

10:OO am Welcome and Introductions 
Philip N A q r d t e s ,  Commissioner of Conservation 
John Winston, Program Manager, United States Energy Association 

10: 15 am History of Oil and Gas Regulation in Louisiana 
Louisiana Oil and Gas Production and Reserves 
James H. Welsh, Assistant Commissioner of Conservation 

10:30 am Office of Conservation 
9 Authority 

James H. Welsh 
9 Organization 

J m e s  H. Welsh 
9 Application for Drilling Permit 
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United States Energy A.ssoc4ortion Caspian Oil and Gas Environmental Partnership Program 

T&  eati in^: Engineer Manager 
9 Inspection and Enforcement 

Brent Campbell, Engineer Manager 
9 Oilfield Waste Management 

Joe Ball, Geologist Manager 
9 Questions and Answers 

1 1 : 15 am Office of Coastal Restoration and Management 
9 Authority 
> Organization 
9 Application for Coastal Zone Use Permit 
> SurveillanceMonitoring 
9 Questions and Answers 

12:00 pm Lunch 

1:30 pm Department of Environmental Quality 
9 Authority 
9 Organization 
9 Application for Water Discharge Permit 
9 Application for Other Applicable Permits (NORM, Air) 
9 Inspection and Enforcement 
9 Questions and Answers 

2: 15pm Office of Mineral Resources 
William E. Marsalis, Geologist 
9 Authority 
> Organization 
k State Leasing Process 
9 Royalty Collections 
9 Surveillancehfonitoring 
9 Questions and Answers 

3:00 pm General Discussion by Turkmen 

4:00 pm AdjournIDepart for New Orleans 

Fridav, November 19,1999 

7:OO am Depart hotel for Avery Island 
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United States Energy Association C q i a n  Oil and Environmtal Partnership Program 

9:OO am Exploration 0vekiew and SafetylEnvironmental Orientation 
Exxon Drilling Office, Avery Island 
> Safety orientation 
> Exploration overview of Avery Island Field 
9 Safetyfenvironmental protection measures 

10:OO am Tour of DriIl Site 
9 Regulatory/permitting process for the well 
> Waste management 
> Tour of the site 
> Questions/Answers 

11:30am Lunch 

1:00 pm Tour of Avery Island 

3:00 pm Return to New Orleans 

7:00 pm Dinner - Hosted by Mobil 

Saturday, November 20,1999 

Free Day in New Orleans 

Sundav, November 21.1999 

3:30 pm Transport to Airport 

5:35 pm Depart on United 1574 for Washington/Dulles 

8:54 pm Arrive WashingtonfDuIles 

9:50 pm Depart on United 978 for Frankfurt 

Mondav, Ncxvember 22,1999 

11:35 am Group arrives in Frankfurt 

1:40 pm Debart on United 3784 to Ashgabat 
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Caspian Environmental Partnership Program 
United States Energy Association 

U.S. Study Tour 
Turkmen Reeulatow Delepation 
Nov. 13-21, 1999 

In November, USEA conducted an Exchange Visit with a government delegation from 
Turkmenistan. This visit was a follow up to an opening seminar in Tbilisi in July that 
initiated the Turkmenistan Regulatory Partnership Program. 

Oil industry regulatory staff from Pennsylvania, Louisiana, and the Mineral Management 
Service office in New Orleans hosted the Turkmen delegation. Both states and the MMS 
are members of the US Regulatory Resource Pool which was formed earlier this year in 
support of the Caspian Environmental Partnership Program. Delegation participants 
included: 

* Mr. Serdar Kadyrov, Control Department, Competent Body for Hydrocarbon 
Resources. 

* Mr. Vladimir Glazovsky, Head of Environmental Department, Ministry of Nature 
Use and Environmental Protection. 
Ms. Firuza Mollayeva, Chief Expert, Environmental Protection, Ministry of Oil and 
Gas and Mineral Resources 
Mr. Baltabay Lukmanov, Chief State Inspector, State Inspection Committee, 
"Turkmenstandartlary" 

The purpose of this visit by Turkmen officials was to meet their regulatory counterparts 
in all three organizations, to compare and discuss the differences in regulatory style, and 
provide insights regarding regulatory problems they face with western oil companies. It 
was also an opportunity for hrther development of working relationships between 
regulatory officials. The group spent three days with Pennsylvania officials, one day 
with MMS in New Orleans, and two days with officials from Louisiana. The delegation 
also toured an Exxon drilling operation on Avery Island in Louisiana, and was given a 
special dinner by Mobil officials in Baton Rouge. 

AgendaITopics Discussed 

The Pennsylvania activities were organized and hosted by Mr Jim Erb, Director of the 
Bureau of Oil and Gas Management. Topics discussed included: 

Development and implementation of the integrated oil and gas environmental 
regulatory program. 
Industry and public access to information. 



(r Progradindustry interaction and relationships. 
Observing a session of the Oil and Gas Technical Advisory Board, including visiting 
with board members and industry representatives. 

Next on the schedule was a one day visit with MMS officials in New Orleans, Louisiana. 
Program guidance was provided by Joe Christopher, chief of their Environmental 
Assessment section. Participants engaged the Turkmen via a discussion format that 
included the following topics: 

(r Overview of MMS's responsibilities and activities 
(r Environmental impact analysis and monitoring 
(r Offshore plans, permits, applications, and inspections 
(r Production and Development permits and conservation issues 

Last on the schedule was a visit to Louisiana's Office of Conservation, where the 
Turkmen were hosted by Commissioner Philip Asprodites, and Assistant Commissioner, 
James Welsh. Additional participants included the Office of Coastal Restoration and 
Management, the Department of Environmental Quality, and the Ofice of Mineral 
Resources. Each of these officesldepartments explained their respective programs and 
associated regulatory processes, again following a discussion format that included 
numerous questions by the Turkmen delegates. 

Delegation members seemed impressed with the level of regulatory expertise and 
diversity of knowledge encountered throughout the course of this U.S. study tour. There 
were numerous questions about a wide variety of topics ranging from the most basic 
administrative issues to highly technical subjects such as reservoir production techniques. 
Overall, the following topics/issues occupied the majority of this delegation's attention: 

Pennsylvania's method of coordinating the interests of various oiVgas regulatory 
programs (ie.. . the "one stop shop" concept and how to make it work effectively) 
Development of Caspian specific operations standards. 
Classification of industry wastes and waste management. + 

+ The issues of waste management and standards are closely linked. The Turkmen 
believe it is very important that countries surrounding the Caspian reach consensz~s 
regarding these issues. Rumors are that the Turkrnen want to develop a country specific 
waste law. 

Development of spill response plans that include coordination with industry. 
Who should conduct environmental studies for industry operations.. . .industry or the 
government? What role should private companies have in this process? (Although 
this topic seems straightforward, government of3cial.s may view this more as a 
control/revenue situation.. If industry is willing to pay millions of dollars to private 
companies to conduct studies, why not direct these monies to government "experts" 



instead i%is would support the principle that government experts are best suited to 
conduct the proper studies,[private companies can't be trusted] and would bring in 
much needed revenue to these ministries.) 

8 What protection measures should be afforded special territories such as parks, 
reserves, refuges, etc., and should industry be allowed to operate in these areas? 

8 Licensing vs. permitting.. . .overall confbsion about these issues including disbelief 
that U.S. officials issue such huge numbers of permits. 
Development of safety regulations and role of government regulators in investigating 
accidents. Turkmen appear to harbor a general belief that western companies don't 
place enough priority on operating safely. 

0 Metering of production.. .how do regulators control this process? (ie ... industry can 't 
be trusteg 
How to develop trust/good working relationships with industry. 
Sharing of information with the public. 

At the end of the Study Tour, the delegates and USEA officials talked about 
developing partnership work plans and signing an official partnership agreement. 
Turkmen delegates agree to provide additional work plan suggestions by the end of 
the year, and a February partnership signing was targeted. Potential U.S. partners 
include Pennsylvania, Louisiana, and MMS. The Competent Body is likely to be the 
participating partner for Turkmenistan. 

J.G.Winston 
Mgr. of CEPP 



I) .  

ATTACHMENT 68 



United States Energy Association 
CASPLAN ENVIRONMENTAL REGULATORY PARTNERSHIP 

PROGRAM 

Partnership Signing Ceremony and Pipeline Operations Seminar 

Location: Tbilisi, Georgia 

Sponsored by: 
U.S. Agency for International Development 

November 29 thru December 7,1999 

List of Particinants 

Michael Battles, Director, Oklahoma Corporation Commission 
Morris Bell, Operations Mgr., Oil and Gas Conservation Commission, State of Colorado 

Carl Michael Smith, Secretary of Energy, State of Oklahoma 
Julian Huzyk, General Manager, TransColorado 

Theodore Tiger, Pipeline Safety Supervisor, Oklahoma Corporation Commission 
William Polen, Program Manager, Energy Industry Partnership Program, USEA 
John Winston, Manager, Caspian Environmental Partnership Program, USEA 

Ellen Garrett, Sr. Prog. Coordinator, Caspian Envirolomental Bartnembip Prog 
George Kutateladze, Consultant, USEA-Tbilisi 

Date of Issue: December 10,1999 

Q 



United States E- Association Caspian Oil and Gas Environmtal Partnership Progmm 

In response to continuing development of the petroleum sector in the Caspian region, the U.S. 
Agency for International Development, through the United States Energy Association as 
managing partner, is initiating the Caspian Environmental Oil and Gas Partnership Program. 
Targeted for Kazakhstan, Turkmenistan, and Georgia, the objective is to develop regulatory and 
educational partnerships involving both local and western agencies and educational institutions. 
The goal of the Environmental Regulatory Program is to promote fbrther development of sound 
Health, Safety, and Environmental (HSE) policies. This partnership signing ceremony and 
pipeline operations seminar is the third partnership activity with Georgian regulators since this 
program was initiated in June of this year. 

Obiectives 

USEA has two objectives for this December seminar in Tbilisi, Georgia. One is to sign a 
partnership agreement between the states of Colorado and Oklahoma and the Committee of 
Environmental Protection and Natural Resources plus the Ministry of Environment in Georgia. 
This signing ceremony will take place on Thursday afternoon, December 2, 1999. 

The second objective is to address and review key elements of pipeline planning, operation, and 
failure investigation. Representatives fiom Colorado will begin the workshop by presenting a 
Case History of the construction of the Trans-Colorado gas pipeline. Planning components for 
pipeline construction, plan implementation during construction, and monitoring of post 
construction operations will be outlined and discussed. Over the weekend, Ministry of 
Environment officials will host a field trip to visit pipeline facilities and discuss related concerns. 
Following this field trip, experts fiom Oklahoma will lead a presentation/discussion about 
regulatory considerations for safe pipeline operations. Important issues will include enforcement 
of regulatory policies, pipeline operations manuals, emergency planning, and failure investigations. 
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United States Energy Association G q h n  Oil and Gas Enwimmmtal Partnership Progmm 

Republic of Georgia 
Partnership Signing Ceremony and Pipeline Operations Seminar 

November 29-December 7,1999 

Tbilisi, Georgia 

Mondav, November 29,1999 

P.M. Participants from the United States depart for Vienna 

Tuesdav, November 30.1999 

10:25 am U.S. participants depart Vienna to Tbilisi on Austrian Airlines #855 

5:00 p.m. U.S. participants arrive in Tbilisi, Georgia and check-in at  the Sheraton 
Metechi Palace - teUfa: 011-995-32-94-64-44 

Wednesday, December 1,1999 

9:OO am Briefing with United States Agency for International Development 
Peter Argo and Herb Emmrich 

Review of Seminar Agenda and Objectives 

1:00 pm Lunch 

2:30 pm Final Workshop Preparations 

Thursdav. December 2,1999 

9:OO am Introductions and Opening R e a n a ~  

9:30 am Trans-Colorado Pipeline Case History 
Morris Bell, Operations Manager, Oil and Gas Conservation Commission, 
State of Colorado * Planning Overview for Pipeline Installation Including Mountainous 

Terrain 
+ Pipeline Project Overview 
+ Elements of Development Plan 

10:30 am Coffee Break 
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United States Energy Associath Caspian Oil and Gas Enwironmtal Partnership Program 

10:45 am Planning Overview (Continued) 

12:OO pm Lunch 
Hosted by the United States Energy Association 

1:30 pm Planning Overview (Continued) 

3:15 pm Questions and Discussion 

3:45 pm Coffee Break 

4:00 pm Regulatory Partnership Signing Ceremony 

Introductions 
William L. Polen, Program Manager, United States Energy Association 

Commemorative Remarks 

The Honorable Kenneth Yalawitz, United States Ambassador to Georgia 

Minister Nino Chkabadze, Ministry of Environment 

Chairman Gia Itonishvili, State Agency for Oil and Gas Resources 

Michael Smith, Secretary of Energy, State of Oklahoma 

Michael Battles, Director, Oklahoma Corporation Commission 

Morris Bell, Operations Manager, Color& Oil and Gas Conservation 
Commission 

Signing of the Partnership Agreements 

Commemorative Photograph 

Reception Hosted by the United States Energy Association 
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United States E n m  BssociatimL Caspian Oil and CXzs Envirmme7ttal Partnership Program 

Fridav, December 3.1999 

9:OO am TransColorado Pipeline Case History 
Julian Huzyk, General Manager, TransColorrado 
> Implementation of the Safety and Environmental Management Plan during 

Pipeline Construction 
+ Planning Elements for Pipeline Construction 
+ Plan Implementation during Construction 
+ Monitoring of Pipeline Operations 

10:30 am Coffee Break 

10:45 am Implementation Continued 

12:OO pm Lunch 
Hosted by the United States Energy Association 

1:30 pm TransColorado Pipeline Case History Continued 
I 

3:30 pm Questions and Discussion 
Open Discussion led by John Winston, Manager, Caspian Oil and Gas 
Environmental Partnership Program, United States Energy Association 

5:OO pm Ted Tiger arrives on Austrian Air - needs transport from airport to hotel 

Saturdav, December 4,1999 

9:OO am Depart Hotel for Field Trip to Georgian Pipeline Company 

Yisit to pumping station in h t e r n  Georgia, approximately 30 miles from 
Z%ilisi, where recent oil spill occurred Spill occurred on the pumping station 
and spilled around 50 tons of oil. The majority of oil remains within borders 
of the pumping station, and soil is primarily clay, so preliminary investigation 
indrcates that oil did not reach ground water. Georgians will explain the 
specicfics of the spill and what steps they have taken. 

Second site visit will be to rocky area near nilisi where pipeline is operating 
under strongposszbiliify of landslides. 

5:00 pm Return to Hotel 

Sundav, December 5,1999 

FREE DAY IN TBILISI 
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United States Energy Association Caspian. Oil and Ertwironmentat Partnership Program 

Mondav, December 6,1999 

9:OO am Regulatory Considerations for Safe Pipeline Operations 
Ted Tiger, Pipeline Safety Supervisor, Oklahoma Corporation Commission, 
Associate Instructor, Transportation Safety Institute 
+ Enforcement 
+ Pipeline Manuals 
+ Emergency Plans 
+ Failure Investigations 

10:15 am Questions 

10:30 am Coffee Break 

10:45 am Regulatory Considerations (Continued) 

12:OO pm Lunch 

1:30 pm Regulatory Considerations (Continued) 

3:30 pm Questions and Discussion 

Tuesdav, December 7.1999 

Note: Participants will need to check out of hotel in the morning, prior to transport to workshop 
site. 

9:OO am Failure Investigations; Environmental Impact Determination 
Mike Battles, Director, Oklahoma Corporation Commission 
+ Pollution Investigations 
+ D e t e w g  Contaminant Types 
+ Defining Environmental Sensitivities 
+ Sampling Techniques 
+ Reclamation and Remediation 

10:15 am Questions 

10:30 am Coffee Break 

10:45 am Pipeline Failure Environmental Investigations (Continued) 

12:OO pm Lunch 

1:30 pm Roundtable Discussion; Pipeline Operations and Failure Investigations 
Led by Ted Tiger, Morris Bell, andMike Battles 
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* 2:30 gm Future Partnership Activities Discussion 

3:30 pm Adjourn and Depart for Airport 

6:05 pm Depart on Austrian Air 856 to Vienna 
d 

7:OO pm Arrive in Vienna 

Transportation to Hotel: 
Kaiserin Elisabeth 
Weihburggasse 3 
A-1010 Vienna, Austria 
Tel: (01) 515-260 

Wednesdav, December 8.1999 . . 
8:30 am Check-out of hotel and depart for airport 

10:55 am Depart Vienna on Delta 2811 for Atlanta 

Arrive Atlanta 
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PARTNERSHIP SIGNING, 
PIPELINE OPERATIONS SEMINAR 

Tbilisi, Georgia 

USEA's Regulatory Partnership Program 
in Georgia 

November 29 - December 7,1999 

A Summary Report 

Introduction 

On November 29, 1999, Will Polen, Ellen Garrett, and John Winston of USEA traveled 
to Tbilisi, Georgia with a regulatory delegation from Colorado and Oklahoma. They 
were joined in Tbilisi by USEA's program coordinator, George Kutateladze. Included in 
the U. S. delegation were: 

Mike Smith, Secretary of Energy, Oklahoma 
0 Mike Battles, Director of the Oklahoma Corporation Commission, Oklahoma 

Ted Tiger, Pipeline Safety Supervisor, Oklahoma 
Morris Bell, Operations Manager, Oil and Gas Conservation Commission, Colorado 

I. Julian Huzyk, General Manager of Trans-Colorado Pipeline Co., Colorado 

The purpose of this visit was to conduct a Pipeline Operations Seminar and to preside 
over the signing of a partnership agreement between Colorado/Oklahoma and two 
Georgian regulatory agencies; the newly created State Agency for Regulation of Oil and 
gas Resources, and the Ministry of Environment. 

Piueline Seminar 

The Pipeline Seminar was conducted at the Mtatsminda private business center in Tbilisi. 
Representatives from both government and industry were in attendance. Key attendees 
over the course of the four day seminar included: 

Mr. Solomon Tsabadze . . . .Head of Environmental Licensing and Ecological Expertise, 
Ministry of Environment (MOE) 
Ms. Maka Tserrleli.. . .Head of Department of Environmental Policy, MOE 



Mr. Alexander Nijaradze . . . .Head of Division of Supervision, MOE 
Mr. Gia Itonishvili.. . .Head of the State agency for Regulation of Oil and Gas 
Resources (SAROGR) 
Mr. David Meshveliani and Mr. Toznike Gotsizidze.. . .Deputy Heads of SAROGR 
Mr. Alexander Melendze.. . .Geological Assistant to the Head of SAROGR 
Mr. Amiran Anjaparidze.. . .Deputy Head of the State Technical Supervision of 
Georgia 
Mr. Tariel Beridze.. . .Deputy Head, Department of Planning, Urban Development, 
and Architecture, Ministry of Urbanization and Construction 
Professor Zurab Mgeladie.. . .Doctor of Geological/Mineralogical Sciences, Dean of 
the Faculty of Mining and Geology, Georgian Technical University 
Mr. Alexander Arobelidze.. . .General Manager, A&E Environmental Consultants 
Dr. Archil Magalashvili. . . .Manager, Geologic Projects, Georgian International Oil 
Corporation 
Mr. Badri Gurgenidze.. . .Special Projects Advisor, Georgian International Oil 
Corporation 
Dr. Lali Tsotskhadze. . . .Environmental Coordinator and Executive Advisor to the 
General Director of Frontera Resources 
Mr. Azchil Konioshuilz.. . .Engineer, Geoe~gineering Corporation 

The intent of this seminar was to continue our focus on HSE issues regarding pipeline 
planning and operations. Topics discussed among the participants included pre- 
construction planning, environmental and safety considerations during construction, 
regulatory fbndamentals for an operating system, and aspects of failure investigation. 
Perspectives from both the state regulators and Trans-Colorado, a private pipeline 
company, were presented. Solomon Tsabadze of the Ministry of Environment also 
hosted a one day field trip for U.S. state regulators to observe first hand, pipeline issues 
of concern. 

On Thursday afternoon following the first day of the pipeline seminar, representatives 
from SAROGR and the MOE convened to sign a regulatorypartnership agreement with 
regulators from the states of Colorado and Oklahoma, and USEA. 

The ceremony was initiated by the honorable Mr. Kenneth Yalowitz, who is the United 
States Ambassador to Georgia. Heads of the Georgian agencies SAROGR (Gia 
Itonishvili) and MOE (Nino Chkabadze) plus Colorado (Morris Bell) and Oklahoma 
(Mike BattlesMike Smith) representatives each added commemorative remarks. This 
ceremony marked the official commencement of the first Environmental Regulatory 
Partnership as part of the Caspian Oil and Gas Environmental Partnership Program. 



Future Partnershir, Activities 

Several planning sessions were conducted during the course of the pipeline seminar. 
These exchanges were friendly and quite candid, and concerned, primarily, technical 
operations issues and regulatory implementation procedures. 

Georgian representatives noted the importance of fbture cooperation between SAROGR 
and MOE, and suggested that they nominate a single spokesperson to facilitate 
communications with U.S. partners. They also identified four broad topics upon which to 
focus partnership activities: 

* Regulatory organization and implementation 
Training 

* Operations standards 
Monitoring/inspections. 

During the final planning session, their U.S. regulatory colleagues, together with USEA 
officials, offered several, more specific suggestions. This included separate partnership 
initiatives involving administrative and data base management assistance for SAROGR, 
and technically aligned assistance for MOE. Both agencies agreed with this work plan 
approach, and MOE further suggested that we focus first on helping them establish 
"minimum environmental requirements" for exploration, production, and transportation 
activities. 

Within the next several weeks, USEA and U.S. regulatory officials will work together to 
fashion a year 2000 work plan including objectives and associated activities. This work 
plan will in turn be submitted to leaders of both Georgian agencies for review, revision, 
and eventual approval. Final agreement by all parties is expected by mid-January of 
2000. 

J.G.Winston 
Mgr., CEPP 
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Tuesday December 14,3:08 pm Eastern Time 

Company Press Release 

SOURCE: United States Energy Association 

United States Energy Association Selects Colorado Oil 
And Gas Conservation Commission and Oklahoma 
Corporation Commission As Regulatory Partners for 
Georgian Regulators 
WASHINGTON, Dec. 14 PlWewswireJ -- Through a grant from the United States Agency for 
International Development (USAID), the United States Energy Association (USEA) has selected the State 
of Colorado Oil and Gas Conservation Commission and the Oklahoma Corporation Commission as 
regulatory partners for the State Agency for Regulation of Oil and Gas Resources and the Ministry of 
Environment in Tbilisi, Georgia. 

During a recent pipeline workshop in Tbilisi. the four regulatory bodies and USEA signed a partnership 
agreement calling for senior staff to travel between Oklahoma City, Denver, and Tbilisi to assist the State 
Agency and the Ministry as they restructure and streamline the regulatory process. 

During the pipeline workshop in Georgia, a plan of exchange visits, seminars, and internships for the 
upcoming year was developed. The first issue to be addressed will be administrative and organization 
issues regarding the composition and staffing requirements for the newly created State Agency. Other focal 
areas will include work on creation of a database to catalog oil and gas resources in the Republic of 
Georgia. 

The State Agency is the new regulatory body, created by a legislative mandate, to serve as a "one-stop 
shop" for all oil and gas licensing and regulatory issues, but envisions a collegial relationship with tlie 
Ministry of Environment on environmental issues and industry standards. 

Funding for the program is provided by USAID and managed by USEA's Energy Industry Partnership 
Program. Under the program. U.S. utilities and regulatory commissions are matched with their counterparts 
in the Former Soviet Union to assist in the region's transition to a market economy. This partnership is the 
first in tlie Republic of Georgia with a focus on oil and gas regulation. and the third energy partnership in 
Georgia for which USAIDNSEA provides hnding. U.S. utilities and regulatory co~n~nissions participating 
in the partnership program with Georgia include the Tennessee Valley Authority. and the Michigan Public 
Service Commission. 

SOURCE: United States Energy Association 
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United States Energy Association Selects 
Colorado Oil And Gas Conservation 
Commission and Oklahoma Corporation Commission As 
Regulatory Partners for Georgian Regulators 

WASHINGTON, Dec. 14 /PRNewswire/ -- Through a grant &om the United States Agency for 
International Development (USAID), the United States Energy Association (USEA) has selected the 
State of Colorado Oil and Gas Conservation Commission and the Oklahoma Corporation Commission 
as regulatory partners for the State Agency for Regulation of O i  and Gas Resources and the Ministry 
of Environment in Tbilisi, Georgia. 

During a recent pipeline workshop in Tbiiisi, the four regulatory bodies and USEA signed a 
partnership agreement calling for senior staff to travel between Oklahoma City, Denver, and Tbilisi to 
assist the State Agency and the Ministry as they restructure and streamlime the regulatory process. 

During the pipeline workshop in Georgia, a plan of exchange visits, seminars, and internships for the 
upcoming year was developed. The first issue to be addressed will be administrative and organization 
issues regarding the composition and s t f f i g  requirements for the newly created State Agency. Other 
focal areas will include work on creation of a database to catalog oil and gas resources in the Republic 
of Georgia. 

The State Agency is the new regulatory body, created by a legislative mandate, to serve as a "one- 
stop shop" for all oil and gas licensing and regulatory issues, but envisions a collegial relationship with 
the Ministry of Environment on environmental issues and industry standards. 

Funding for the program is provided by USAD and managed by USEAts Energy Industry Partnership 
Program. Under the program, U.S. utilities and regulatory commissions are matched with their 
counterparts in the Former Soviet Union to assist in the region's transition to a market economy. This 
partnership is the first in the Republic of Georgia with a focus on oil and gas regulation, and the third 
energy partnership in Georgia for which USAID/USEA provides funding. U.S. utilities and regulatory 
commissions participating in the partnership program with Georgia include the Tennessee Valley 
Authority, and the Michigan Public Service Commission. 
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United States Energy Association 
Caspian Oil and Gas Environmental Partnership Program 

Study Tour for Georgian 
State Agency for the Regulation of Oil and Gas Resources 

(SAROGR) 

Location: Oklahoma City, OK and Washington, DC 

Sponsored by: 
U.S. Agency for International Development 

February 6-15,2000 

List of Participants 

Gia Itonishvili, Chairman, State Agency for the Regulation of Oil and Gas Resources 
David Meshveliani, First Deputy Chairman, SAROGR 

Zurab Mgeladze, Deputy Chairman, SAROGR 
Alexander Meladze, Assistant to the Chairman, SAROGW 

Ellen Garrett, Senior Program Coordinator, United States Energy Association 
George Kutateladze, Program Coordinator, United States Energy Association 

Date of Issue: May 23,2000 



Background 

In response to continuing development of the petroleum sector in the Caspian region, the U.S. 
Agency for International Development, through the United States Energy Association as 
managing partner, is initiating the Caspian Environmental Oil and Gas Partnership Program. 
Targeted for Kazakhstan, Turkmenistan, and Georgia, the objective is to develop regulatory and 
educational partnerships involving both local and western agencies and educational institutions. 
The goal of the Environmental Regulatory Program is to promote hrther development of sound 
Health, Safety, and Environmental (HSE) policies. This study tour is a follow-up to the 
partnership signing ceremony, conducted in December 1999 in Tbilisi, Georgia. This activity will 
focus on administrative issues of forming a regulatory agency, and will include meetings with the 
State Commissions from Oklahoma, Colorado, and Pennsylvania. 

Obiectives 

This study tour will provide an overview of the general functions and structure of regulatory 
agencies in the U.S., a discussion of the administrative issues of drilling, plugging and 
abandonment, including permit approval, records, inspection and enforcement. Other topics to be 
covered include the administrative process for record and data requirements, such as financial 
assurance, drilling, completion and production records, well logs, and waste disposal records. 
The exchange will also include an overview of Pennsylvania's comprehensive regulatory agency, 
as well as a briefing with the United States Agency for International Development. 



United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Republic of Georgia 
State Agency for the Regulation of Oil and Gas Resources 

Environmental Regulatory Study Tour 

February 6-15,2000 

Oklahoma City, OK and Washington, DC 

Sundav, Februarv 6,2000 

a 
4:40 am Participants depart from the Tbilisi on Swissair 3495 to Zurich 

6:10 am Participants arrive in Zurich 

10:OO am Group Departs Zurich on Delta 1204 to Atlanta 
9 

2:15 pm Arrival in Atlanta - Ellen Garrett, USEA, Michael Arrowood, Interpreter, 
and Lyuba Frenkel, Interpreter to meet. 

5:20 pm Group departs Atlanta on Delta 245 to Oklahoma City 
9 

7:25 pm Group arrives Oklahoma City - Oklahoma Corporation Commission to meet 

Check in to hotel: 

Oklahoma City Marriott 
3233 NW Expressway 
Oklahoma City, OK 731 18 
Tel: (405) 842-6633 
Fax: (405) 842-3152 

Regulatory Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 

February 6- 15,2000 Page 3 



United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Monday. Februarv 7,2000 

* * Attire for days with Site Visits (ikionu'ay and Friday) will be casual, including khakis and 
jeans. 

8:30 am Welcome 
Location: Jim Thorpe Office Building, 2 10 1 North Lincoln Blvd. 
Michael Smith, Secretavy of Energy, 
Michael Battles, Director, Oil and Gas Division, Oklahoma Corporatzon 
Commission 
Ellen Garrett, Senior Program Coordinator, United States Energy Association 

9:00 am Overview of Oil Industry Operations in United States 
Morris Bell, Operations Manager, Oil and Gas Conservation Commission, 
Colorado 
Michael Battles, Director, Oil and Gas Division, Oklahoma Corporation 
Commission 

9:30 am Break 

9:45 am Overview of the State Agency for the Regulation of Oil and Gas Resources 
Gia Itonishvili, Chairman, State Agency for the Regulation of Oil and Gas 
Resources 

12:00 pm Lunch 

1:15pm Site Visit - Pipeline Operations 

4:30 pm Return to Hotel 

6:OOpm Dinner 
Hosted by Larry Aimes, Burlington Resources 

Tuesday, Februarv 8,2000 

8:30 am Basic Administrative Overview of Oklahoma Corporation Commission 
Jay Edwards, General Administration 
). Powers, Duties, and Authority Structure 

Regulatory Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 

February 6- 15,2000 Page 4 



lJnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

9:30 am Basic Administrative Overview of Colorado Oil and Gas Conservation 
0 Commission 

Morris BeEl 

10:30 am Break 

@ 10:45 am Administrative Overview of Oklahoma Corporation Commission's Oil and 
Gas Conservation Division's Structure 
Mike Battles and Mike Schmidt 

11:45 am Lunch 

e 1:15 pm Evolution of Regulatory and Conservation Policies 
Professor Owen Anderson, [Jniversity of Oklahoma 

2:30 pm Break 

@ 2:45 pm Bre-Drilling and Drilling Regulatory Requirements 

Mike Schmidt, Pam Hudson, Manager of Geology, and Vance LeBeau, Manager 
of Field Operations 
k Permit Approval 
L Technical Review of Construction 
b Review of Enforcement Impacts 
b Records, Inspection, and Enforcement 

4:30 pm Return to Hotel 

a 6:00 pm Dinner 
Hosted by Susie King, Conoco 

Wednesday. Februarv 9,2000 

a 
8:30 am Tender or Leasing of State Lands 

Pary Schorrrer, Oklahoma State Land Ofice 

9:00 am Regulatory Requirements for Drilling Completions and Production 

0 Mike Schmidt, Larry Claton, Manager of Statistics, Tal Oden, Manager of 
Document Processing, and Duncan Woodlijjj Manager of Production and 
Proration 
b Financial Assurance 
k Drilling and Completion Records 

Regulatory Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 

February 6-15,2000 Page 5 



[Jnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

P Well Logs 
k Waste Disposal and Plugging Records 
);. Production Records and Well Testing 

10:15 am Break 

10:30 am Regulatory Requirements for Drilling Completions and Production - 
Continued 

12:OO pm Lunch 

1:15 pm Regulatory Requirements for Drilling Completions and Production - 
Continued 

3:00 pm Break - Walk to State Capitol Building 

Site Visit to Legislature - Tour of Capitol Building 
and View Legislative Session 
Photos with Governor Keating 

Return to Hotel 

Dinner 
Hosted by Larry Brown, Anadarko Petroleum, Petroleum Cl~rb of OKC 

Thursdav, Februarv 10,2000 

8:30 am Post-Drilling Regulatory Requirements for Abandoning Wells 
Vance LeBeazc, Oklahoma Manager of Field Operations, and Morris Bell 
> Approval 
k Notification 
)-. Records 
> Inspection, Monitoring, and Enforcement 
Si Remediation Processes and Issues 

-- -- - -- 

Regulatory Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 
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IJnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

9:30 am Regulatory Overview: EnvironmentallWaste Management Guidelines for 
Drilling and Production Operations 
Tim Baker, Oklahoma Manager of Pollution Abatement, and Larry Fiddler, 
Manager of Zlnderground Injection Control 
k Waste Disposal Options and Permitting 
> Remediation Processes and Issues 
k Inspection, Monitoring, and Enforcement 
b Underground Injection 

Coffee Break 

Regulatory Overview: EnvironmentallWaste Management Guidelines for 
Drilling and Production Operations - Continued 

Lunch 

Development of Drilling Waste Management and Remediation Standards 
Tim Baker 

Break 

Remediation Techniques for Historic Abandoned OillGas Operations 
Mike Terry, Executive Director, Oklahoma Energy Resources Boards and 
Phil Spurlin, Beacon Environmental 

4:30 ptn Return to Hotel 

6:00 pm Dinner 

Fridav, Februarv 11,2000 

8:30 am Legal and Administrative Enforcement Process 
Mike Decker and Commission Staff 

10:30 am Break 

10:45 am Administrative Enforcement Procedures - Case Studies 
Morris Bell 

12:OO pm Lunch 

Regulatory Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 
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[JniteJ States Energy Association Caspian Oil and Gas Environmental Partnership Program 

1 :00 pm Field Tour of Regional Oil and Gas Facilities 
Vance LeBeau 

4:30 pm Return to Hotel 

6:00 pm Dinner 
Home of Mike Battles 

Saturdav, Februarv 12,2000 

** GROUP TO CHECK OUT OF HOTEL PRIOR TO DEPARTURE - GROUP SHO(JLD 
WEAR CASUAL CLOTHING AND STREET SHOES, SNEAKERS OR TEWIS SHOES LESS 
PREFERABLE 

7:30 am Ground Transportation to Anadarko Aircraft for Georgians 

8:40 am Georgians depart for New Orleans 

1O:OO am Board AirLogistic S-76 Helicopter - 30 minute flight to Transocean Rig 
#96 for Safety Briefing, Tour, and Lunch 

1 :45 pm Depart Transocean Rig for New Orleans 

2:15 pm Depart for Washington National Airport on Anadarko Aircraft 

Ground Transportation to Hotel: 

Marriott at Metro Center 
775 1 2 ' ~  Street, NW 
Washington, DC 
Tel: (202) 737-2200 
Fax: (202) 824-6106 

Sunday, February 13,2000 

FREE DAY 

Regulatory Study Tow for Georgian State Agency February 6-15,2000 Page 8 
for the Regulation of Oil and Gas Resources 



Ilnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Monday, February 14,2000 

9:00 am Overview of Oil and Gas Production in Pennsylvania 
James Erb, Director, Bureau of Oil and Gas ~anagement, Pennsylvanra 
Department of Environmental Protection 

9:30 am Pennsylvania's Integrated Regulatory Program 
James Erb, Director, Bureau of Oil and Gas Management 
k Development History 
k Effectiveness and Efficiencies 
k Communication and Coordination 

10:15 am Break 

10:30 am Pennsylvania's Integrated Regulatory Program - Continued 

12:00 pm Lunch 

1:15 pm Industry Involvement in Regulatory Program Development 
James Erb 
k Ad-hoc working groups 
b Development of Operator's Manual 
b Oil and Gas Technical Advisory Board 

2:30 pm Break 

2:45 pm Relationship with Industry - Building Trust 
James Erb, Director, Bureau of Oil and Gas Management 
> Environmental Committee Meetings 
b Roundtable Meetings 
k Newsletters 
b Opportunity for Comment 

6:00 pm Reception and Dinner Hosted by United States Energy Association 
Location: Willard Hotel, 1401 PermJyh~ania Avenue, NW, Grant Suite 

Regulatoy Study Tour for Georgian State Agency 
for the Regulation of Oil and Gas Resources 
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IJnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Tuesdav, Februarv 15,2000 

* * Delegation should check out and store luggage prior to meetings at USEA 

9:30 am Group Meets at United States Energy Association 
Location: 1300 Pennsylvania Avenue, hW Suite 550 

10:OO am Caspian Environmental Working Group Meeting 
Location: IJnited States Agency for Inlernational Development, 1300 
Pennsylvania Avenue, NW 

12:00 pm Lunch 

4:00 pm Transportation to Dulles Airport 

6:35 pm Delegation Departs on Delta 2659 from WashingtonDulles to Zurich 

Wednesdav, February 16,2000 

8:25 am Delegation Arrives in Zurich 

8:50 pm Delegation Departs Zurich for Tbilisi, Georgia on Swissair 3494 

Regulatory Study Tour for Georgian State Agency February 6- 15,2000 Page 10 
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USEA w 

United States Energy Association 
CASPIAN ENVIRONMENTAL REGULATORY PARTNERSHIP 

PROGRAM 

Partnership Signing Ceremony and Workshop EISEIA and 
Compliance Monitoring 

Location: Kokshetau, Kazakhstan 

Sponsored by: 
U.S. Agency for International Development 

March 24 thru April 2,2000 

List of Particiaants 

Donald Oltz, Oil and Gas Supervisor, State Oil and Gas Board of Alabama 
Ralph Hellmich, Chief Production Geologist, State Oil and Gas Board of Alabama 

James Erb, Director, Bureau of Oil and Gas Mgmt, Pennsylvania Dept. of Env. Protection 
Ralph Ainger, Chief of Leasing Division, Minerals Management Service 

John Winston, Manager, Caspian Environmental Partnership Program, USEA 
Gene Fominykh, Deputy Program Manager, USEA-Moscow 

Ellen Garrett, Senior Program Coordinator, USEA 
Mikhail Lebedskoi, Senior Program Coordinator, USEA-Moscow 

Date of Issue: May 23,2000 



United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Background 

Obiectives 

Kazakhstan Partnership Sigtllng Ceremony Kokshetau, Kazakhstan Page 2 
and Workshop on EISIEIA and Compliance Monitoring 



United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Kazakhstan 
Partnership Signing Ceremony 

and EISIEIA and Compliance Monitoring Seminar 

a March 24 - April 2,2000 

Kokshetau, Kazakhstan 

Friday, March 24,2000 

0 
P.M. Participants from the United States depart for Amsterdam 

Saturday, March 25,2000 

0 
AM U.S. participants arrive Amsterdam 

1:55 pm U.S. participants depart Amsterdam for Almaty on H<LM 409 

Sunday, March 26,2000 

255  am U.S. participants arrive Almaty 

Transportation to Hotel - Day Room 

Hyatt Rahat Palace 
Tel: 011 7 3272 50-9234 
Fax: 011 7 3272 50-8888 

7:00 pm Depart Almaty for Astaria on Kazak Air 737 

@ 8:35 pm Arrive Astana - Transportation to Hotel 

Okan International - Astana 
Tel: 011 7 3172 39-1000 
Fax: 011 7 3172 39-1010 

0 Mondav, March 27,2000 

9:00 am Transportation from Astana to Kokshetau, Kazakhstan 

Kokshetau Hotel 
Tel: 01 1 7 3162 (31-622) or (5-6502) 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 3 
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llnited States Energy Associatior1 Caspian Oil and Gas Environmental Partnership Program 

3:00 pm Regulatory Partnership Signing Ceremony 

Introductions 
John Winston, Program Manager, United States Energy Association 

Commemorative Remarks 

Richard Jones, United States Ambassador to Kazakhstan 

Serikbek Daukeyev, Minister of Natural Resources and Environmental 
Protection 

meodore Streit, United States Agency for International Development 

Gene Fominykh, Deputy Program Manager, USEA-Moscow 

Donald Oltz, Oil and Gas Supervisor, State Oil and Gas Board of Alabama 

Signing of the Partnership Agreements 

Commemorative Photograph 

4:00 pm Reception 
IJnited States Energy Association 

7:00 pm Partnership Dinner 
United States Energy Association 

Tuesday, March 28,2000 

9:OO am Welcome 
Kazakh Official 

9:15 am Program Overview 
John Winston, Program Manager, Caspian Environmelital Partnership 
Program, USEA 
* Implementation Guidelines for a Regulatory Program 
* Environmental Impact Studies for Industry Operations 
S Environmental Compliance Monitoring and Enforcement 

Group Introductions 

Kazakhstan Partnership S i p n g  Ceremony Kokshetau, Kazakhstan Page 4 
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[Jnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

9:30 am EIS Fundamentals 
@ Ralph Ainger, Chief of leasing Division, Minerals Management Service 

k Purpose 
k Study Components 
k Additional Plans 

• 1O:OO am Coffee Break 

10:15 am Should an EIS be Required - Important Factors to Consider 
Donald Oltz, Oil and Gas Supervisor, State Oil and Gas Board of Alabama 
> Project Type 

0 > Environmental Sensitivities 
> Potential Impacts 
> Sufficiency of Existing Information 

Major Elements of the EIS Process 
Ralph Ainger, M S  
h Should an EIS be Performed? 
'r Type of Study Required 
k Conduct the Study 
b Evaluation 
k Integrating the Analysis into Decisions 

12:OO pm Lunch 

1 :00 pm EIS Utilization for Environmental Protection 
Ralph Ainger and Don Oltz 
> Lease Determination - a Regional Approach by MMS 
Ir Mobile Bay - Alabama's Model for EIS Utilization 

2:15 pm Coffee Break 

a 2:30 pm Environmental Compliance Monitoring and Enforcement 

2:40 pm Elements of a Modern Oil Industry Monitoring System 
James Erb, Director, Bureau of Oil and Gas Management, Pennsylvania 
Ir Purposes a 2. Government Responsibilities 

Company Responsibilities 

4:00 pm Questions and Discussion 

• 4:30 pm Session Adjourned 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 5 
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Ilnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Wednesdav, March 29,2000 

9:00 am Administrative Fundamentals of an Environmental Regulatory Program 
Ralph Hellmich, Chief Production Geologrst, State Oil and Gas Board of 
Alabama 
k Forms Development 
k Evidence Documentation 
k Data Review and Distribution 
> Data Management Techniques 

Coffee Break 

Enforcement Methods for Industry Guidelines 
Ralph Hellmich 
k Purposes 
k Options 
> Penalties and Calculation 
k Offshore v. Onshore 
k Progressive Enforcement 
> Appeals 

Lunch 

IMPLEMENTING A REGULATORY PROGRAM 

Administrative Fundamentals of an Environmental Regulatory Program 
Don Oltz 
k Laws 
k Regulations 
k Management Structure 

Environmental Rules and Guidelines for Hydrocarbon Operations 
James Erb 

Types and Reasons 
)-. Internal/External Reviews 
)-. IndustryPublic Participation in Process 
k Adoption Process 

Planning Considerations for Program Implementation 
)-. Strategic Planning, Long-Term Objectives 
)-. Short-Term Planning 
)-. Resource Allocation 

Contingencies 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 6 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

2:30 pm Coffee Break 

2:45 pm Permitting of Industry Projects and Operations 
Don Oltz 
k Project Permitting via EISi'EIAs 

o Project Description 
o Characterization of Existing Environment 
o Potential Environmental Consequences 
o Environmental Protection Plan 
o Approval Process 

> Operational Permits 
o Information Requirements 
o Recording (forms) 
o Processing the Application 
o Approval/Denial Procedures 
o New Technologies/Alternative Methods 

Questions and Discussion 

Session Adjourned 

Thursday, March 30,2000 

9:00 am Compliance Monitoring of Industry Operations 
Ralph Hellmich 
> Self-ReportinglNotices 
> Field Inspections 
> Evaluation of Non-Compliance 
> Complaints 

Managing Associated Data and Information 
Ralph A inger 
k Types of Records 
> Access to Information 
> Records Retention 

Coffee Break 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 7 
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(Jnited States Energy Association Caspian Oil and Gas Environmental Partnership Program 

10:30 am Enforcing Compliance with Environmental Rules and Guidelines for 
Industry Operations 
Don Oltz 
> Purposes and Authorities 
> Options 
> Penalties 
k Progressive Enforcement 
k Appeals Process 

Evaluating the Effectiveness of the Environmental Regulatory Program 
James Erb 
> Quantitative vs. Qualitative 

Evaluation Objectives 
> Program Integrity 
I+ Modifjling the Program 

Lunch 

Discussion and Partnership Workplan Development 
Ellen Garrett, Senior Program Coordinator, USEA 
).. Suggestions and Comments 
> SuggestionsJi.om Industry 
> Future Activities 

Workshop Adjourned 

Return by car to Astana 

10:OO pm Kazakh Air 738 to Almaty 

11:30 pm Arrive in Almaty - Transportation to Hyatt Rahat Palace Hotel 

Tel: 011 7 3272 581-1234 
Fax: 01 1 7 3272 581-1635 

Friday, March 31,2000 

Saturday, Aaril 1,2000 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 8 
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Monday, A ~ r i l 2 , 2 0 0 0  
e 

3.45 am Participants depart on KLM 410 to Amsterdam 

6:10 am Participants arrive Amsterdam 

e 10:30 am Participants depart Amsterdam for Atlanta on Delta 39 

1:55 pm Participants arrive Atlanta - Depart for final destination 

Kazakhstan Partnership Signing Ceremony Kokshetau, Kazakhstan Page 9 
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PARTNERSHIP SIGNING, 
REGULATORY WORKSHOP 

Kokshetau, Khazakhstan 

USEA9s Regulatory Partnership Program 
in Kazakhstan 

March 27 - March 30, 2000 

A Summarv Report 

Introduction 

Oil Industry regulatory experts from Alabama, Pennsylvania, and the MMS, together 
with USEA coordinators recently participated in a regulatory workshop and partnership 
signing ceremony in Kazakhstan. This activity was in association with the Caspian 
Environmental Partnership Program and marked the commencement of a partnership 
between the State Oil and Gas Board of Alabama and the Ministry of Natural Resources 
and Environmental Protection ( W P )  of Kazakhstan. 

The signing and conference was conducted at the Ministry's headquarters in Kokshetau, 
Kazakhstan, during the period March 27 - 30, 2000. About 25 environmental regulatory 
experts from MNREP and the five oiVgas Oblast regions of Kazakhstan attended the 
workshop. Misha Lebedskoi, of USEA's Moscow office, has compiled a complete list 
of attendees in a separate email which will be forwarded along with this summary for 
reference purposes. 

Partnershir, Signing 

The signing ceremony was conducted the day prior to beginning the regulatory 
workshop. Late on Monday, March 27, Minister Daukeyev, (MNREP) together with 
American ambassador Richard Jones, convened to sign apartnershzp agreement with the 
State Oil and Gas Board of Alabama. Dr. Oltz represented the Alabama regulatory 
agency. 

Following brief opening remarks on behalf of USEA representatives, Ambassador Jones 
offered comments and insights regarding the importance and value of the program and 



intended partnership. Minister Daukeyev and Dr. Oltz each offered additional 
commemorative remarks. This ceremony marked the official commencement of the 
Kazakh Environmental Regulatory Partnership as part of the Caspian Oil and Gas 
Environmental Partnership Program. 

Both press and television reporters were there to cover the ceremony, which included 
interviews with Ambassador Jones and Minister Daukeyev. After the signing, 
participants and guests attended a brief reception followed by a special dinner. There 
were the usual toasts for success and cooperation including exchanges of gifts. 

The 2.5 day workshop was conducted at MNREP7s headquarters in downtown 
Kokshetau. The Ministry was well represented including all key members of their 
special partnership work team. Also in attendance were representatives from the five oil 
and gas Oblast regions. (West Kazakhstan, Mangystau, Atyrau, Kzylorda, and 
Aktyubinsk) For many from these outlying regions, this was a first opportunity not only 
to participate, but to meet each other and discuss problems and situations of mutual 
interest. Joel Adamson, HSE Manager for Exxon/Mobil in Kazakhstan, also attended and 
actively participated in the discussion of workshop issues. 

The US delegation was comprised of four, experienced regulatory experts. Included were 

Dr. Don Oltz, DirectorlSupervisor of the State Oil and Gas Board of Alabama 
James Erb, Director of the Bureau of Oil and Gas Management of the Pennsylvania 
Department of Environmental Protection, Pennsylvania. 
Ralph Ainger, Chief of the Leasing Division of the Mineral Management Services 

* Ralph Hellmich, Chief Inspector of the State Oil and Gas Board of Alabama 

With their wide ranging experience and expertise, these gentlemen were well equipped to 
lead the ensuing regulatory discussions. Primary topics included: 

The Role of Environmental Impact Studies for Oil Industry Operations 
Basic Elements of Environmental Compliance Monitoring and Enforcement 
Implementation Guidelines for an Oil and Gas Regulatory Program 

The workshop was conducted using a "discussion" rather than a "presentation" format. 
This approach eliminated the "lecture atmosphere7' and allowed participants to be more 
actively engaged in the topic discussions. There were numerous "how do you do this in 
the United States" questions directed at the US delegation, many of which led to long, 
interesting dialog. In the more traditional soviet approach, most government bureaucrats 
are searching for "regulatory templates" to guide implementation strategies. In their way 
of thinking, there should be one way of doing something and that procedure should be 
applicable for all situations, regardless of the circumstances. In the West, however, 
regulators consider many project specific factors in order to determine.the best course of 
action. Consequently, the US experts often initiated their answers with the phrase, "it 



depends". Although somewhat perplexed at first, most of the attendees were intrigued 
and anxious to investigate the issues further. Additional observations regarding attendee 
interests or concerns are as follows: 

There is widespread interest in redefining the use of Environmental Impact Studies as 
a means of defining environmental guidelines for operations. The Ministry has begun 
the process of revising EIS guidelines, and wants to seek additional guidance from 
regulators and industry via the partnership. 
There appears to be differences in how regulatory policies are implemented in the oil 
and gas Oblasts. Large operations such as Tengiz appear to receive an inordinate 
amount of regulatory scrutiny while operators of smaller operations, such as those in 
the western region oblast, seem to have established better working relationships with 
local regulating agencies. When asked about these discrepancies, Atyrau regulators 
indicated that environmental situations were more sensitive and that the oil 
companies were simply "unlucky"! 
Regardless of past efforts, western oil companies have not yet gained the trust of 
government officials. There is no concept of a partnership between regulators and the 
industry.. . .the relationship is most often viewed as adversarial with a strong, 
overriding element of control. 
There is general consensus that older, Soviet environmental standards are overly 
restrictive, unenforceable, and in need of revision. 
Local regulators are very concerned about the management of associated produced 
gas. There is widespread belief that western companies are not applying "best 
practicesy' or "best technology" and that unnecessary waste or pollution is resulting. 
Remediation of existing oil industry contaminants appears to be a priority issue with 
many regulators. There were general questions about techniques and associated 
technology advancements, plus interest in how best to raise money for cleanup 
projects. 
Unethical activities on the part of regulators are a common problem. For example, 
changes in regulatory policy often go unannounced or are noted in obscure 
publications. Inspectors make frequent, unplanned visits to operations, and the 
monies raised via fineslpenalties imposed by inspectors are fbnneled into an account 
that is then used to pay the inspector salaries. Joel Adamson noted that the Tengiz 
operation is currently subjected to over 200 inspections per year. Revising, 
standardizing, and streamlining the inspection process might be a worthwhile 
endeavor via this partnership. 
The process by which local regulators issue permits appears slow and cumbersome. 
Participants were amazed when advised by U.S. State regulators that some permits 
could be issued in 48 hours! 

Future partners hi^ Activities 

A short planning session was conducted at the end of the workshop. A broad range of 
regulatory topics for kture consideration were discussed, and there was general 
consensus to assist the Ministry in development of new EIS guidelines. There was also 



recognition that the oil industry was an integral part of the partnership, and that fhture 
work plan initiatives would result from consultation of all parties involved. 

Within the next several weeks, USEA, U.S./Ministry regulatory officials, and oil industry 
representatives will work together to fashion a year 2000 work plan including objectives 
and associated activities. This work plan will in turn be submitted to the special 
partnership work group within the Ministry of Natural Resources and Environmental 
Protection for review, revision, and eventual approval. 

J.G. Winston 
Mgr., CEPP 
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United States Energy Assadation 

- 

United States Energy Association 
Caspian Environmental Regulatory Partnership Program 

Training Internship for Georgian Field Inspectors, 
SAROGR 

hosted by 

Colorado Oil and Gas Conservation Commission 
Mineral Management Services, Cal@iornia 

* * * * * *  

Sponsored by: 

United States Agency for International Development 

Location: Denver, Colorado - Ventura, California - Faifl~eld, Texas 
June 18-30,2000 

Particiaants 
Merab Abesadae, Head of Environmental Protection, Safety Supervision 

Nikoloz Lortkipanidze, Deputy Head Environment Protection, Safety Supervision 
George Tatishvili, Engineer Consultant on Safety of the Environment 

Revaz Rostomashvili, Deputy Head of Oil and Gas Operations 
Otari Kalandadze, Engineering Consultant of Oil and Gas Operations 



State Agencv for Regulation o f  Oil and Gas Resources o f  Geornia Exchanpe Visit 

Sunday, June 18,2000 

4:55 a.m. Georgian participants depart Tbilisi on Swissair flight 3495 and arrive in 
Zurich at  6:15 a.m. 

11 :25 a.m. Participants depart Zurich on Delta flight 123 and arrive in Cincinnati at 
3:00 p.m. 

Georgians will be greeted at the airport in Cincinnati by Interpreter, Michael 
Arrowood, who will travel with the group to Denver. 

4: 15 p.m. Depart Cincinnati on Delta flight 639 and arrive in Denver at  5:02 p.m. 

Delegation checks into the Executive Tower Hotel. Located at 1405 Curtis Street. 
Phone: 303-571-0300 and fax: 303-615-51 10 

Monday, June 19,2000 

7:30 a.m. Breakfast in Hotel 

8:30 a.m. Check out of Hotel and loadlstore luggage 

Note: Participants will departfronz Denver Monday afternoon and will not return to the Hotel 
until Thursday evening. Because of limited space on the vehicles, eveiyone is encouraged to 
pack only ONE SMALL BAG sufficient for the 3 day period we will be gone from Denver. Your 
remaining belongings can be packed and stored at the hotel until your return. 

8:45 a.m. Depart from hotel for offices of Colorado Oil and Gas Conservation 
Commission (COGCC) 

9:00 a.m. Welcoming Remarks 
Richard Griebling, Director, COGCC 

9: 15 a.m. Introduction to Training Internship 
John Winston, Manager, CERPP 

9:30 a.m. The Colorado Oil and Gas Conservation Commission 
Morris Bell, Operations Manager, and Dave Dillon, Engineering Supervisor, 
COGCC 
> Introduce Georgian participants 

> Introduce remaining participants 
k Oil and gas development in Colorado 
> COGCC organization and responsibilities 
> Tour ofoffice 

United States Energy Association Energy Industry Partnership Program 2 



State Agency for Rerulation o f  Oil and Gas Resources o f  Georaia Exchanae Visit 

10: 15 a.m. Coffee Break 

10:30 a.m. Overview of Planned Field Training in Colorado 
Morris Bell and Dave Dillon, COGCC 
P The Piceance basin cretaceous gas play, western Colorado 
> The Rangely oil field 
P The Trans-Colorado pipeline operation 
> Locations and schedule 

12:OO Lunch 

1 100 p.m. Training Overview Continued 
Morris Bell, Dave Dillon 

2:30 p.m. Group Departs for Glenwood Springs, Colorado 
Check into the Hotel Denver 
402 7'' Street, Glenwood Springs, CO 
Phone: 1-800-826-8820 Fax: 970-945-2204 

7:00 p.m. Dinner 

Tuesday, June 20,2000 

7:30 a.m. Breakfast at Hotel 

8:45 a.m. Check out of Hotel and Pack Bags in Vans 
The hosts for the day will be Ms. Debbie Baldwin and Mr. Jaime Adkins. Ms. 
Baldwin is COGCC 's En~ironmental Supervisor, and Mr. Adkins is the headfreld 
inspector and engineer for Northwest Colorado. 

9:00 a.m. Tour Hydraulic Stimulation Site, Piceance Basin 
> Explain equipment and process 
> Overview of normal inspection duties 
k Questions 

10: 1 5 a.m. Visit Drilling Operation, Piceance Basin Cretaceous Gas Play 
b Review drilling equipment hndamentals 
> Overview of key inspection issues 
'i. Questions 

12:OO Lunch 
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State Aaencv for Re~ulation o f  Oil and Gas Resources of  Georaia Exchanpe Visit 

1:00 p.m. Visit Produced Water Disposal Site, Piceance Basin 
k Concept overview 
6- Explanation of gathering and transport system to site 
6- Disposal site hnction 
P Important inspection issues 
6- Questions 

2:00 p.m. Questions/Discussion Session 
Jaime Adkins, Morris Bell 

2:30 p.m. Drive to Rangely, Colorado 
Check into the Four Queerls Motel. 
206 East Main Street, Rangely, CO 8 1648 
Phone: 970-675-5035 Fax: 970-675-5037 

7:00 p.m. Dinner 

Wednesdav, June 21,2000 

6:30 a.m. Meet Downstairs to Drive to Breakfast 

7:45 a.m. Check out of Hotel/Pack bags in Vans 
Debbie Baldwin and Jaime Adkins will host the day's activities 

8:00 a.m. Calibration Demonstration, Rangely Field 
P Explanation of metering system 
h Calibration demonstration 
> Inspector responsibilities 
> Questions 

9:00 a.m. Visit Chevron's Field Office for the Rangely Oil Field 
k Field history 
k Overview of Tertiary Recovery 
> Primary inspection focus 

10: 00 a.m. Mechanical Integrity Testing of Field Equipment, Rangely Field 
> Types of Equipment 
> Demonstration of mechanical integrity test 
> Questions 

11:30 a.m. Lunch 

United States Energy Association Energy Inclustuy Partnership Program 4 



State Aaencv for Regulation o f  Oil and Gas Resources o f  Georgia Exchange Visit 

1 :00 p.m. Overview of Incident Reporting and Response 
9 Typical incident types 
);. Leak detection 
9 Gas compressor plant 
9 Responding to a spill 
k Responsibilities; company vs field inspector 

3:00 p.m. Remediation of Spills and Field Wastes 
> Land farming overview 
k Inspecting a land farming operation 
9 Questions 

3:30 p.m. Drive to Grand Junction, Colorado 
Check into the Ramada Inn 
752 Horizon Drive, Grand Junction, CO 
Phone is 970-243-5150, fax = 970-242-3692 

7:00 p.m. Dinner 

Thursdav, June 22,2000 

7:00 a.m. Breakfast at Inn 

8:30 a.m. Check out of Ramada Inn/Pack bags in Vans 

9:00 a.m. Visit TransColorado Pipeline Operations 
Julian Hzlzuk, President of TransColorado Pipeline and David Astiana, ? will 
host this visit. 
k Overview of pipeline operations 
k Special surveys/sensitivities 
k Visit sites 

10:OO a.m. Tour of Pipeline Right of Way 
k Stream crossing sensitivities 
l+ Slope stabilization 
k Remediation of construction impacts 

Noon Lunch 

1 :00 p.m. Tour Pump and Metering Station Site 
b Gas quality and pressures 
> Condensate dropout 
> Metering throughput 
> Inspection issues 
)i Questions 
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2:00 p.m. Return to Denver, Colorado 
Check into the Executive Tower Hotel 
Phone is 303-571-0300, fax = 303-615-5110 

Friday, June 23,2000 

7:30 a.m. Breakfast at Hotel 

8:45 a.m. Overview of Morning Activities (Informal meeting a t  Hotel) 
Morris Bell and Ed Dimatteo, (Engineering Supewisor)will host this field visit 
> Overview of Denver's Julesburg Basin 
k Sites to visit 

9:00 a.m. Travel to Disposal Well within Julesburg Basin 
k Observe facilities/technology 
> Effective method for disposal ofproduced water 

10:OO a.m. Observe Workover Operations 
P Slim hole technology for deepening wells 
> Well completion 
P Flexible regulations to encourage new technologies 

1 1.00 a.m. Tour of Landfarm 
> Spill response 
> Proper waste disposal and remediation 

Noon Return to Denver for lunch 

1 :30 p.m. Wrap up of Colorado Tour 
k Visitor questions 
k Discussion 

3:00 p.m. Free Time 

Saturday, June 24,2000 

Morning Free Time 

1 :00 p.m. Pack BagsICheck out of Hotel 

2:00 p.m. Depart Hotel for Airport 
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4: 15 p.m. Depart Denver on Delta flight 1936 and arrive in Salt Lake City at 5:35 p.m. 

7:00 p.m. Depart Salt Lake on Delta flight 493 and arrive in Los Angles a t  7 5 7  p.m. 
Ellen Garrett of USEA will meet the Georgian Delegation in Los Angeles. 
Delegation will be transported to the Holiday Inn Ventura Beach Resort located 
at 450 E. Harbor Blvd, Ventura Beach, California. Phone: 805-648-7731 and 
the f a :  805-653-6202 

Sunday, June 25,2000 

MorningJEarly Afternoon Free time till 5 0 0  p.m. 

5:00 p.m. Informal Reception with MMS 
Buenaventura Meeting Room 
Hosted by Ellen Aronson, Special Assistant to the Regional Director, MMS 
k Introductions 
b Training program overview 
k Questions/discussion 

Mondav, June 26,2000 

7:00 a.m. Breakfast a t  Hotel 

7:45 a.m. Downstairs for Ride to MMS Headquarters 

8:00 a.m. Introduction to MMS's Regulatory Program 
Rishi Tyagi and Phil Schroeder, District Supervisors, MMS' 
> Legal and regulatory authorities 
r;- Prescriptive vs Performance 

8: 3 0 a.m. Inspection Program Overview 
Dale Roberts, Supen~isory Inspector, MMS 
>. Organization 
b Inspection types 
b Factors that determine frequency 

9:00 a.m. Coffee Break 

9:30 a.m. An Introduction to the Modern Drilling Process 
Shannon Shaw, Petroleum Engineer/ Inspector, lWMS 
> Planning the well 
h Equipment and technologies 
>. Drilling 
> Important inspection issues 

- -- 
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10:15 a.m. Introduction to Production of Oil and Gas 
Mike Mitchell, Production Engineer, M S  
> Delineating a discovery 
> Reservoir planning 
> Bringing the field onstream 
> Inspection fbndamentals 

11 :00 a.m. Travel offshore to Platform Harmony (Production Platform) 
> Guests provided with gear 
> Helicopter safety briefing 

1 :00 p.m. Lunch on Platform Harmony (Courtesy of Exxon/Mobil) 

1:30 p.m. Tour of Platform Harmony 
Hosted by ExxonMobil personnel 
> Safety briefing and platform overview 
> Overview of general operations 
> Environmental safeguards 
> Questions, discussion 

6:00 p.m. Return to Hotel 

Tuesdav, June 27,2000 

7:00 a.m. Breakfast at Hotel 

8:00 a.m. Briefing on Day's Events at Hotel (Location to be determined) 
Dale Roberts, MMS 

8:30 a.m. Travel Offshore to Platform Heritage 
Hosted by Exxon/Mobil personnel 
> Safety briefing, platform overview 
> Overview; extended reach drilling accomplishments 
k Tour of standby drilling rig 
> Drilling inspection issues 

Noon Lunch on Platform (Courtesy of Exxon/Mobil) 

1:30 p.m. Continuation of Platform Visit 
> Production operations overview 
> Flow collection and metering 
> Inspection review 
> Questions and discussion 
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6:00 p.m. Return to Hotel 

d Wednesday, June 28,2000 

7:00 a.m. Breakfast 

8:00 a.m. Hotel Checkout 

@ 8: 15 a.m. Ride to MMS Headquarters 

8:30 a.m. Brief Review of Inspection Duties 
Rishi Tyagi and Dale Roberts, MMS 
> Offshore drilling 
> Offshore production from platform 

9:30 a.m. Coffee Break 

10:OO a.m. Questions and General Discussion 
(b Ellen Aronson, Rishi Tyagi, and Dale Roberts, MMS 

Noon Lunch 

1 :00 p.m. Return to Los Angeles to fly to Houston, Texas 

0 
3:30 p.m. Depart Los Angeles on Continental flight 1014. Arrive in Houston at 

8 5 2  p.m. 

Anadarko Petroleum Company (Ron Rundt)will meet the delegation at Houston 
International Airport and provide transport to Fairfield, Texas. Beverages will also 
be provided enroute to Fairfield. 

Participants will check into Sam's Motel located at Interstate 45 / Highway 84 
Fairfield, TX. Phone: 903-3 89-2 172 and fax: 903-3 89-7005 

Thursday, June 29,2000 

7:30 a.m. Breakfast a t  "Sammys" 

8:30 a.m. Assemble for Bus Ride to Bossier Field 
e 

9:00 a.m. Welcome and Program Overview 
Ron Rundt, Internationd Operations Manager, and A Ian 0 'Dojmel, Division 
Prodzrctiot~ Manager, Donzestic Operations, Anadarko 
)i Bossier field overview 

e ). Environmental and/or operations highlights 
> Planned activities 
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9:30 a.m. Tour of Bossier Field Drilling Operations 
> Site preparation for drilling 
\)j Active drill site(s) 
> Restored dry hole location 

Noon Barbeque a t  Anadarko's Warehouse 

1.30 p.m. Tour of Production Operations 
> Installation of Production equipment at new site 
> Compressor station 
> Liquids transfer and metering facilities 
P Gas metering to sales 
> L.A.C.T. 
P Management of produced wastes 

4:00 p.m. Questions and Discussion 

4:30 p.m. Return to Motel 

6:30 p.m. Dinner ( at Gilberto's, Courtesy of Anadarko) 

Friday, June 30,2000 

7:30 a.m. Breakfast 

8:30 a.m. Check out of Motel, Prepare to Travel to Houston 

9:00 a.m. Drive to Houston International Airport 

1.30 p.m. Depart Houston on Delta flight 916 and arrive in Atlanta a t  4:45 p.m. 

7:50 p.m. Depart Atlanta on Delta flight 66 and arrive in Zurich a t  10:45 a.m. on 
Saturday, July 1,2000 

Saturday, July 1,2000 

8:45 p.m. Depart Zurich on Swiss Air flight 3494 and arrive in Tbilisi at 3:35 a.m. on 
Sunday, July 2,2000 
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Introduction 

The early years of oil industry development in the United States were interesting times. 
Much like gold, oil discoveries were big news and people of all types wanted to be 
involved, drawn by the lure of striking it rich. There was no education required, and 
most knew only that a well needed to be drilled in order to find black gold. 

Because so much oil was discovered initially in areas like the Gulf Coast region, 
Oklahoma, and later in California, little thought was given to conservation. The oil 
business was poorly organization and tens of thousands of independent producers thought 
of only one thing; produce the maximum amount of oil as quickly as they could. 
Gradually, however, state lawmakers and politicians became concerned that this 
"unregulated" industry was wasting a lot of their resources. Eventually, oil producing 
states passed oil industry regulations. These first regulations forced the industry to 
develop better operations and waste management technologies. Gradually, concepts of 
reservoir management, maximum extraction, and waste system controls emerged as both 
oil companies and state regulators worked together to develop a safer, more cost effective 
business. 

Concurrent with development of these regulations was the need for oil field inspections. 
Oil industry people were very independent and at first, most were either unaware or paid 
little attention to the new laws. State regulators needed a way to inform operators of the 
new industry regulations, so they sent trained inspectors out to the field to observe 
ongoing operations and advise operators of unacceptable practices. Initially, most 
operators didn't like the idea of politicians controlling their business practices, but 
eventually, they realized the advantages of conservation and began to cooperate with 
state regulators. 

Both the oil industry and regulatory initiatives have changed considerably since those 
early days. Safety and environmental regulations have been added, and the pursuit of 
hydrocarbons, powered by constantly improving technologies, has evolved into a very 
sophisticated, global business. Most oil companies, driven by intense competition and a 
concern for their social and environmental reputation, have established strict internal 
operating standards that serve to effectively self regulate their oil field activities, no 
matter where they operate. 

Monitoring of oil industry activities is still an important task. Most countries have 
established their own regulatory requirements, but constant changes and the lack of 
uniformity often makes compliance difficult. Field inspections are an essential 
component of this compliance process, but the goals and objectives have changed 
considerably from the early days. 

This inspection guidebook is intended as a reference document for those training to enter 
the inspection field. Described within is the modern "western" approach to monitoring 
and inspecting oil and gas industry E&P operations to ensure regulatory compliance. 
Included are sections on inspection objectives, the different types of inspections, 



inspection guidelines for drilling, production, and pipeline operations, sampling 
techniques, tracking production and wastes, accident investigations, recording inspection 
data including example forms, and enforcement of regulatory guidelines. 

Most of the information in this guidebook is applicable for both onshore and offshore 
operations. Certain situations specific only to offshore operations are not included, but 
will be mentioned during the course of the field training. The field inspection guidelines 
include only those inspection topics of primary importance. The majority of the 
information is presented in outline format. 

Inspection Objectives 

There are major differences between the western approach to monitoring oil industry 
operations and the monitoring style favored by regulatory agencies in most countries of 
the former Soviet Union. These differences often contribute to unnecessary scrutiny and 
a challenging business climate for the oil companies. 

Western monitoring activities assume that both companies and regulatory agencies share 
responsibility for the integrity of operations. The goal of the regulatory agency is to 
ensure that oil company operations are in compliance with legal standards or permit 
requirements. Inspectors are training to observe a wide range of operational situations in 
a non-disruptive manner. Their primary objective is to help the company comply with 
regulations rather than penalize them for oversights. An important overriding concept is 
that there are acceptable levels of impact associated with industry operations. 

The philosophy and objectives of industry monitoring in many countries of the former 
Soviet Union appear to be quite different. A hndamental assumption is that regulatory 
agencies are entirely responsible for the integrity of industry operations. Inspectors focus 
on process rather than results and attempt to control most if not all operations decisions. 
The inspection process is hrther complicated by frequently changing compliance 
objectives, questionable or conflicting safety and environmental standards, inspectors 
unfamiliar with western technologies, and general distrust of the companies. The result is 
frequent inspections, conflicting opinions about operational procedures, and constant 
measurement of emissions and discharges for the purpose of calculating fines and 
penalties, often based on how much they exceed background levels. 

In this section, we present the important hndamentals that characterize the Western style 
approach to monitoring and inspections. Included are inspection objectives and 
responsibilities and some of the key elements that characterize a well trained, productive 
inspector. We support this style because it results in a constructive relationship with the 
oil industry and in the long term, is more productive. 

Why Monitor the Industry and Conduct Inspections? 

Ensure regulatory compliance 



0 Ensure permit conditions or environmental management plan specifications are 
observed 

o Monitor ambient environmental conditions to make sure expected levels of 
impacts are not exceeded. 
Alert operator about unexpected impacts and suggest operational modifications to 
prevent fbrther problems 

0 Advise operator about new or modified regulations that may affect planned or 
ongoing operations 

Inspector Responsibilities 

a perform a variety of field inspections 
m receive, record, and respond to complaints 
o witness critical regulated activities 

background monitoring 
o ensure proper record keeping by the companies 

oversee cleanup or remedial actions 
if necessary, assemble evidence for enforcement actions 

Positive Inspector Characteristics 

Pays attention to results, (safety and environmental conditions within acceptable 
limits) not on how the operator achieves the results 
Knowledgeable about oil and gas field operations 
Consistency.. .holds everyone to the same standards 
Capable of inspecting a variety of safety and environmental issues 
Realizes that the companies are responsible and motivated to operate safely and in 
an environmentally conscious manner 
Interacts well with people 
Understands the reason for observed discrepancies before deciding on course of 
action 
Carefbl not to disrupt ongoing operations 

Inspection Types and Scheduling 

There are many factors that determine the types and frequency of inspections. Pre- 
scheduling of most inspections is seldom possible. Every planned operation involves 
specific risks and sensitivities, all of which influence how much attention will be 
required. One obvious risk is the company and its reputation. Additional factors include 
environmental sensitivity, and the potential toxicity of wastes and emissions. 

Some types of operations or situations require periodic inspections such as once a year, or 
once every six months. Usually, however, inspections are more closely related to specific 
activities. For certain activities, inspections are somewhat predictable. For example, if 



the location of an exploratory drilling project is proposed near or within a sensitive 
habitat or very close to a local community, it is usually a good idea to inspect the site to 
ensure permit requirements are consistent with the risk. The vast majority of inspections, 
however, are not predictable. Many inspections occur as a result of the operator notifLing 
the regulatory agency of a specific problem. 

In this section, we summarize the basic situations or factors that influence the type and 
frequency of inspections for drilling, production, pipeline operations. 

Drilling 

Most western drilling operations employ time tested technologies and are conducted by 
highly trained crews. Drilling contractors must operate to at least the internal safety and 
environmental standards set by the oil company, which is often more stringent than local 
country standards. Most wells require about 6 months to complete although deeper wells 
may take up to a year to drill. 

Normally, such an operation should undergo a comprehensive, planned inspection once 
during its duration. It is also recommended that the site closure and remediation 
activities be observed, preferably near completion. Additional factors may add to this 
normal inspection schedule. These include: 

Close proximity to environmentally sensitive areas including communities 
Potential for toxic releases such as H2S 
Reported problems by the operator. Each problem usually requires an inspection 
Complaints to the inspection agency 

Production 

Normal activities leading up to establishing field production generally don't require any 
specially scheduled inspections. The same qualifying factors listed for drilling, however, 
also apply for these activities. Once production is ready to commence, there are two 
specific issues that usually are checked. 

Product flow and metering.. ..the most important issue to inspect are detailed in the 
section on Tracking Production and Wastes 
Disposal of production wastes.. .the most important by far being produced water. 

There is no best schedule for how often product flow and waste disposal activities should 
be checked. In the US, once production meters specifications have been confirmed and 
the meters installed, product flow is reported by the company monthly, but on average, 
inspected only annz~ally. Factors that may influence this frequency include: 

Payment contract 
Sudden changes in repoked production amounts 
Inconsistencies discovered during the course of normal inspections 



Frequently reported problems with metering equipment 

Disposal of production wastes is generally inspected annzmlly as well. However, factors 
such as toxicity of wastes, proximity to public drinking water supplies, or contamination 
reported or discovered during the course of normal inspections, can lead to greater 
inspection frequency. 

Pipelines 

Pipeline operations involve construction, testing, and operating phases. Prior to 
construction, environmental sensitivities, largely determine whether an inspection is 
prudent. These would be conducted prior to issuing the required permits. 

During construction, most projects undergo at least one inspection. The risk to water 
supplies or critical habitat (endangered species) are the two most important factors for 
increasing inspection frequency. 

When construction is finished, the pipeline must undergo hydrostatic testing. An 
inspection agency will usually want to observe this test(s) including disposal of the 
testing fluid. 

Once product is flowing through the pipeline, pump stations require the most attention. 
Common issues include leaks, disposal of lubrication fluids, condensate dropout,(only 
with gas lines) and failures with associated spillage or emissions. Inspection frequency 
usually depends on: 

Equipment integrity 
Amount of pipeline compression 

* Proximity to sensitive habitat, drinking water supplies, or communities 
Number of pump stations 
Frequency of reported accidents 

Another potential issue in some regions like Georgia is human interference, usually by 
tapping the pipeline. Associated spillage, when detected, is often cause for inspection 
prior to cleanup and remediation. 

Field Inspection Guidelines 

The following is a summary, in outline format, of the most important inspection issues 
for drilling, production, and pipeline operations. This is not intended as a comprehensive 
guide or checklist for every possible situation that may require an inspector's attention. 
Rather, it is intended as a basic reference for those inspectors beginning their training as 
agents of an oil and gas regulatory agency. As more experience is gained, these 
guidelines can be expanded or modified to more closely parallel local regulations and the 
types of industry operations active in the region. 



Drilling Operations 

1. Pre-Drilling Activities 

Review Drilling Plans 
a, site plan 
b. drilling equipmenthechniques 
c. casingjcementing plan 
d. mudlcuttings program including additives 
Review Environmental Management Plans 
Review Safety Management Systems 
Review Contingency Plans 
Arranging Inspections 

2. Mobilization and Site Construction 

Drill Site Visit 
a, proximity to sensitive areas 
b. planned access 
c. site layout 

3 .  Drilling; the Well 

Monitoring the Operation 
a. bop installation and testing 
b. cementing operations/pressure tests 
c. equipment maintenance 
d. proper safety precautions as outlined in management system 
e. personnel safety 
f. emergency plan readiness 
g. handling of explosives (such as those used for well testing, string shots for 

stuck pipe, detonating caps, primer cord, etc) 
h. hydrocarbon testing 
i. handling of radioactive materials associated with certain types of well logs 
j. completion or plugging of well 

Environmental Factors 
a. drill site (general) 

+ erosion controllsite stabilization 
+ ground and surface water protection 
+ drill water source setup 
+ fuel storage and containment 
+ noise abatement 

b. management of drilling wastes 
+ fluid collection system around rig 
+ drilling fluids system 



+ cuttings 

Note: Air emissioris from exploratory drilliiig are considered temporary aird ore uszially 
riot monitored. Emissionsfiom drilliilg of production wells may or may not be monitored 
depending on the size of the operation and its proximity to human settlements. 

c. nmanagemerit of additional operations related wastes 
+ sanitary wastes 
+ grey water 
+ garbage 
+ spent lubes and oils 
+ equipment leakage (drip pans) 
+ recyclable wastes (bottles, plastics, scrap metals) 
+ hazardous wastes (batteries, solvents, etc) 

4. Post Drilling 

0 Abandonment/Restoration/Reserve Pit Closures 
a. analysis of cuttingslsludge 
b. cuttings disposal 
c. plastic liners 
d disposal sites 
e. re-contouring/restoration/re-vegetation 

Production Operations 

1. Operations Inspections 

Mechanical Integrity Review 
a. production well heads 
b, injection wells 
c. connecting lines 
d. pumping stations 
e. storage tanks 
f. spill containment 
Metering SystemsICalibration 
Environmental and Safety Issues 
a. handling of produced water 
b. emissions 
c. flaring 
d. safety related equipment (sufficiency/operability, training in use of same) 
e. noise 
f. leakagelremediation 
g. spill response readiness (equipment, training, drills) 
Well AbandonmentRemediation Plans 



a. groundlsurface water protection 
b. wellbore fluid isolation 
c. plug verification 
d. pit closure 
e. re-contouring/restoration/re-vegetation 

Pipeline Operations 

1. Pre Construction 

Plan of Development 
a. project duration 
b. pipeline route 
c. construction methodology 
Environmental Surveys 
a, wildlife 
b. threatened and endangered species 
c. communities water supplies 
d. archaeological 
e. recent cultural resources 
f erosion control plans 
Access Corridors(inc1uding navigation restrictions in rivers or offshore) 
Engineering and Design Class Locations 
Required Permits 

2. Construction 

Notices to Affected Communities 
Mobilization Plans 
a, route access 
b. timing 
c. storage of fuelslexplosives 
Safetyltraining 
Excavation 
Blasting Plans 
Fire Prevention Plans 
Welding 
Back-filling/Covering of Pipeline 
Erosion Control Implementation 
Hydrostatic Testing (leaks, fluid disposal) 
Reclamation 
a. re-contouring/erosion control 
b. stabilizatiodre-vegetation 
c, weed control 



Pipeline Startup 

3.  Post Construction 

Emergency Response Plans 
Emissions 
Operating Records 
a. throughput 
b. pressures 
c. gas quality 
Corrosion Surveys 
Ongoing Reclamation 

Environmental Sampling 

Environmental sampling is conducted primarily to check for contaminants in water or 
soil. Routine inspections of exploratory operations seldom include sampling unless there 
has been an accident with an associated spill or release. Most sampling is associated with 
monitoring of production operations, and is conducted to ensure that disposal of produced 
water or other permitted waste releases are not posing a contaminant threat. 

There are many uses for data obtained from the analysis of field samples. Examples 
include: 

Establish water and soil background levels prior to initiation of an operation. 
Usually in association with EISIEIA's or permits. 
Investigating abandoned oillgas sites as potential contamination sources 
Checking contaminant concentrations in a variety of permitted waste streams 
Investigating the extent and severity of an accidental release 
Remediation projects 

Equipment 

Field inspectors must be carefbl to follow the proper sample techniques to ensure that 
consistent, quality data is obtained. This includes having the right equipment to contain 
the samples, adequate sample storage prior to lab delivery, observing the proper chain of 
custody, and selecting a competent lab for analyzing the samples. 

Basic equipment supplies should include: 

500 ml glass bottles with white lid (phenols) 
e 500 ml wide mouth glass bottles with foil lined, black lid (oil and grease, TPH) 
o 40 ml teflon septa vial or 60 rnl clear wide mouth bottle with septa cap (VOA's) 
0 125 ml bacteriological containers 



. Preservatives (nitric acid, hydrochloric acid, sulfbric acid, and sodium hydroxide) 
Submission sheets (single and multiple sample, and standard bacteriological 
sheets) 
Plastic bags (ziploc preferred) 
Legal seals 

Sampliwa Procedures 

A large variety of tests or analyses may be performed on water, soil, or waste stream 
samples. Sample collection procedures vary depending on the testing objective. Water 
samples are most commonly tested for chlorides or oil and grease, while soil is usually 
analyzed for petroleum hydrocarbons or toxic elements. 

Only general sample collection procedures are provided in this field guide. More detailed 
procedures are available in a variety of publications including the "Quality Assurance 
Project Plan and Standard Operating Procedures for Environmental Sampling" document 
available from the Bureau of Oil and Gas Management of the Department of 
Environmental Protection, State of Pennsylvania. 

General collection techniques and sample procedures are as follows: 

All samples should be stored in a cool environment (preferably 4 degrees Celsius 
or less) until received by the laboratory. 
Deliver samples to lab in advance of recommended holding times, preferably 
within one day of sampling. 
Deliver (rather than ship) samples to the lab accompanied by the sample 
submission sheets sealed in plastic bags. 
Maintain proper chain of custody depending on the purpose of sampling. 
For VOA samples, use vial or bottle with septa cap, use appropriate preservative, 
and make sure all air bubbles are eliminated from the container 
Samples collected for dissolved metals analysis should be filtered prior to filling 
the sample container. 
Samples of surface waters should be collected directly from the water body. 
Collectors should stand downstream of the collection spot, and bottles should be 
submerged to get a representative sample. 
For soil samples, try to obtain from an undisturbed area at least 6 inches below the 
surface, use appropriate container depending on the test to be run, and fill the 
container completely. 
For samples collected from groundwater monitoring wells, purge well water prior 
to collection, use a clean "bailer" or one dedicated to the well, and try to avoid 
agitating the water in the well during sample collection. 
When collecting samples from a treatment-fucilig, try to get the samples from a 
discharge pipe or sampling chamber by placing the container directly into the 
discharge flow. 



Tracking Production and Wastes 

There are three important procedures to follow when an inspector evaluates the handling 
and flow of production and associated wastes. They include careful review of the 
proposed system design, field inspection(s) to ensure the operator is constructing the 
system as designed, and occasional inspections to ensure that the system is adequately 
maintained. 

Review Designed System 

Safety systems (fire fighting, pressure control, leak detection) 
m Meter engineering (can meters handle the flow) 

Product metering 
a. coming on 
b. leaving the field 

Pre-Startup Field Inspection 

Sensors properly installed 
Inspect meters (desigdcapacity) 
Trace the product flow. Is it as designed? 
Check meter installations 

a. fluid buildup prevention 
b. leakage (meter integrity) 
c. no restricted flow through meter 
d. proper oriface plate 
e. calibration 

Post Production 

m Check calibration schedules (AGI-3 standards) 
Check oriface plate 
Compare total field production to total leaving the site. Correct difference should 
be total field minus product used at site.[ie flaring or used to operate equipment] 

m Review any systems modifications 
Review waste disposal 
a. review disposal reports 
b. compliance with waste permit 
c. injection wells if used (integrity of surface facilities, proper pressure, no leaks 

in downhole system) 



Accident Investigations 

Despite good engineering, the right equipment, appropriate safety procedures, competent 
training programs, and adequate environmental precautions, unexpected failures and 
accidents do occur. Western oil companies are accustomed to reporting spills or 
equipment failureslaccidents, notifying affected parties, and immediately initiating 
actions to contain, control, and correct the situation. The regulator's responsibility is to 
first make sure the company has initiated an appropriate response, then investigate the 
incident, and finally, approve and monitor remediation of spills or releases. 

Why would a company report its own mistake? Why not keep silent and hope that 
regulators never discover the accident? One fbndamental reason comes to mind. Most 
western enforcement policies are designed to punish deceitful or negligent company 
practices, not unexpected accidents. Failure to report an accident or incident would be 
interpreted as a deliberate attempt to circumvent regulations and, if discovered, would 
result in an automatic penalty of severe proportions. 

Accident Documentotion 

Oil companies usually report an accident by telephone, especially if the incident triggers 
implementation of an emergency response plan. Notifying the regulatory agency also 
initiates the inspector's first responsibility, which is to document the accident and make 
sure the company has corrected the problem or is responding properly. This includes 
collecting the following information: 

What happened 
When and where did the incident occur 
Cause (if known) 
Is incident ongoing 
Are personnel injured or killed 
Is there a possible threat to nearby communities 
Who has the company notified 
What are the local weather/environmental conditions 
Area affected 
What actions has the company taken, and what hrther actions, such as 
remediation, may be necessary 

The incident information is most often recorded on an acciderlt report form and 
distributed to the appropriate agencies. 



Accident Irzvestigatiorz 

The second phase of an inspector's responsibility is to investigate the incident. The 
purpose of these investigations and their normal progression is as follows: 

Review incident details carefully. Verify information that the company has 
provided including a field visit if necessary. Did the company provide complete 
information? 
Determine the specific conditions that contributed to the incident. Noti@ other 
operating companies so that similar conditions may be corrected. 

a Evaluate whether company actions or policies contributed to the incident. 
Generate a written incident report including what happened, the probable cause, 
and whether company policies or personnel contributed to the situation. 
Recommendations inay include assessment of penalties or specific 
process/equipment changes to prevent similar accidents from occurring. These 
changes should be discussed with company officials, because companies often 
revise their operating process and/or emergency response plans to prevent an 
incident recurrence. 

Such an incident report is generated for internal review by management. If the 
recommendations include harsh fines or penalties, the regulatory agency's leadership will 
usually arrange a meeting with company officials to discuss the matter before making a 
final decision. 

If the incident also involves a spill or release, the company is expected to respond to the 
spill, and remediate the affected site. For onshore operations, this is true for almost all 
spills, regardless of size. For offshore operations, spill response is not automatic. 
Determining factors include the size of the spill, proximity of sensitive habitat and 
potential for damage, oil dissipation, and weather conditions at the time of the spill. For 
all incidents involving significant spillage, regulatory agencies usually require 
companies to submit a remediation plan for approval. 

Inspectors must evaluate whether the company's remediation plan, including target 
cleanup levels, is sufficient. Field tests may be necessary to confirm certain information. 
Factors to consider include: 

The type and amount of product spilled 
Surrounding environmental sensitivities 
What resources have been affected 

0 The extent of affected area. 

Companies should be required to provide periodic reports including test data to 
substantiate the effectiveness of ongoing remediation, and to verify when the project is 
complete. 



Recording Inspection Data 

In general, written records are kept for all types of inspections. Field inspectors utilize a 
variety of paper forms to document inspection activities and record specific types of 
information. Although the format of these forms varies considerably from agency to 
agency, the information recorded is remarkably similar. Example forms from several 
state agencies are included with this guide. 

Usually, the greater the frequency or seriousness of the violation, the more details are 
required to document the situation. Standard inspection forms are sufficient to document 
routine inspections. Inspectors usually complete a "notice of violation "form to 
document minor infractions or violations that don't require immediate resolution, but do 
require some sort of corrective action. More serious problems, especially those that pose 
an immediate threat to surrounding life forms, often require a special incident/violrtion 
report. Although there is no standard format, these reports usually contain information 
about the: 

Operator and facility involved 
* Type of accident or violation (fire, major release or spill, injury, etc) 

Description of the violation (when, where, how and why) 
Immediate actions by operator and inspection agent 
Recommended corrective actions 

Violations and Enforcement 

There have been significant advancements in safety and engineering technology in the 
past several decades, especially among major, western oil companies. These companies 
possess the capacity and resources to comply with reasonable regulatory requirements, 
and have developed comprehensive, internal management plans to ensure operational 
excellence. With intense competition, stockholder responsibility, and worldwide 
reputations at stake, there is ample motivation to operate within government regulatory 
guidelines. 

Most non-compliant situations are the result of miss-interpretation of local regulations or 
the use of equipment or operational processes that are unfamiliar to government field 
inspectors. From a progressive enforcement perspective, it is important for regulators to 
distinguish between unintentional violations, and situations where companies willfilly 
ignore the guidelines. 



Utilization ofprogressive enforcement as a means of ensuring regulatory compliance is 
becoming increasingly popular among regulatory agencies. Regulatory agencies employ 
enforcement options of increasing severity, depending on the seriousness of the violation 
and how responsive the company is to correcting the situation. These options include: 

notices and citations 
administrative orders 
penalty assessment 
suspension or revocation 
cessation of operations 
forfeiture 
imprisonment 

Decision to Penalize 

Regulatory compliance in the United States is not a problem, especially with the larger 
oil companies, so the majority of violations are either unintentional or associated with an 
accident. Most regulatory agencies reserve penalty actions for those situations where a 
company has willfblly or deliberately tried to circumvent normal operating requirements. 

If an inspector discovers regulatory violations during a site visit, or if the company 
reports an incident, the regulatory agency must decide whether to impose fines or 
penalties. A number of factors should be considered in reaching an appropriate decision. 
These include: 

Does the company have a poor record of compliance? Have previous inspections 
revealed numerous violations? 

9 Has the company been advised, repeatedly, about certain violations but fails to 
make the necessary adjustments? 
Is there evidence that the company has deliberately tried to circumvent regulatory 
requirements? This may include: 
a. use of substandard equipment 
b. poorly maintained equipment at the site 
c. improper or unsafe setup of operations.. . .for example, drilling without a 

blowout preventer 
d. contamination of surrounding surface water via untreated waste discharges 
e. indications of spillage or previous accidents that have not been reported 
f high amount of incidents for a particular operation 

e Has substantial damage occurred because of an accident? Examples include 
contamination of drinking water, large fish kill incident, or rendering a portion of 
land useless. 



If the regulating agency determines that a company or operator should be penalized for a 
violation and/or behavior, regulators should consider the following factors in order to 
decide how large the penalty should be: 

How much money has the company saved as a result of the observed non- 
compliance? 
Has the company knowingly ignored the regulation(s)? 
Is this the company's first offense, or are they chronic offenders? 
How much damage has been done to the surrounding resources? 
How quickly has the company acted to correct the problem following 
notification? 
How much has the incident cost the company? In the case of an accident with 
spill, this would include the response and remediation costs plus lost production 
and equipment repairs. However, company costs should not be considered if it is 
shown that the company was deliberately trying to circumvent normal procedures. 

Auuenls Process 

Regulatory enforcement should be fair and consistent with all companies. Occasionally, 
companies and regulators disagree about violations or whether a proposed penalty is 
consistent with the seriousness of the situation. In these cases, there should be an appeals 
process that allows for both an administrative and/or judicial review of individual cases. 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Background 

In response to the developing petroleum sector in the Caspian Sea region, the United States 
Agency for International Development, through the United States Energy Association as 
managing partner, has initiated and is sponsoring the Caspian Environmental Regulatory 
Partnership Program. Currently, partnerships are active in Kazakhstan and Georgia, and a third 
partnership is being considered in Turkmenistan. 

The goal of this program is to improve the business climate for western oil companies through 
support of better regulatory procedures and further development of sound Health, Safety, and 
Environmental (HSE) policies. These improvements are envisioned through the development of 
close working relationships via partnerships between local regulators in these countries and state 
and federal regulatory agencies in the United States. 

There have been a number of program activities conducted with representatives of Kazakh 
regulatory agencies since inception in early 1999. These include an introductory seminar in May 
of 99 in Astana, an oil spill workshop in the United States last fall, and a monitoring and 
implementation seminar held in Kokshetau in late March of this year. Concurrent with this 
seminar, an official partnership was signed between the Ministry of Natural Resources and 
Environmental Protection,(MNREP) and the Oil and Gas Board of Alabama. 

Since then, partners, together with oil industry representatives, have identified a number of 
regulatory procedures/policies and implementation processes that need to be modified. The most 
important issues include the EINpermitting process, developing codes of industry best practices 
or standards, monitoring and inspections, and the need to upgrade most regulator's understanding 
of western oil industry technologies. 

Recently, representatives of the OIUOC and TCO organizations expressed interest in participating 
in an USEA partnership sponsored workshop with involved Kazakh regulatory agencies to 
discuss problems associated with the current EINpermitting process. The workshop is tentatively 
scheduled for the first week of November of this year 2000. 

Prior to this activity, partners from MNREP, Alabama, and Pennsylvania have agreed to meet for 
3 days near Kokshetau. The purpose of these meetings is to talk about Environmental Impact 
Assessments including their role in the permitting process, to discuss key procedures that are 
causing problems, and to identi@ potential solutions that could be implemented within the current 
regulatory system. These discussions will lay the groundwork for the planned fall workshop with 
Industry. 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Kazakhstan 
EIAiPermitting Workshop 

August 21-23,2000 

B orovoye, Kazakhstan 

Fridav, A u ~ u s t  18 

AMPM Tolson/Erb/Winston depart from United States for Amsterdam 

Saturday, A u ~ u s t  19 

AM U.S. Participants arrive in Amsterdam 

2: 10 pm Depart Amsterdam for Almaty, Kazakhstan, on KLM 409 

Sundav, March 26,2000 

2:OO am U.S. participants arrive Almaty 

Transportation to Hotel - Day Room 

Hyatt Rahat Palace 
Tel: 011 7 3272 50-9234 
Fax: 011 7 3272 50-8888 

5:00 pm Check out of Hotel - Depart for Airport 

7:00 pm Depart Almaty for Astana on Kazak Air 737 

8:35 pm Arrive Astana - Transportation to Hotel 

Okan International - Astana 
Tel: 011 7 3172 39-1000 
Fax: 011 7 3172 39-1010 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

Monday, March 27,2000 

9:00 am Depart for Nursat Hotel at Borovoye Lake Resort 

12:30 pm Check into Nursat Hotel, tel: 01 1-7-3 1630-71301, fax: 01 1-7-3 1630-71-504 

1:00 pm Lunch 

2:00 pm Welcome Remarks 
Kazakh officials/participants 

2: 15 pm Introductions and Program Overview 
John Winston, Program Manager, USEA 

2:30 pm The EIAtPermitting Process Model 
Jim Erb, Director, Bureau of Oil and Gas Management, Pennsylvania 
9 Objectives; Why conduct an EIA 
9 EIA Fundamentals 
9 Approving the EIA 
9 Permitting procedures 

3 :30 pm Coffee Break 

4:00 pm Questions/Continued Discussion 

5:00 pm Session Adjourned 

6:30 pm Group Dinner a t  Lodge 

Tuesday, August 8,2000 

9:00 am EIAffermitting Process for OilIGas Projects in Kazakhstan 
Discussion led by Kazakh representatives 

10:30 am Coffee Break 

11:OO am EIAffermitting Process in the U.S. 
Jan Tolson, Permitting Supervisor, Oil and Gas Board of Alabama 

12:30 pm Lunch 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

1:30 pm Moving Beyond the EIA - Development of Environmental Standards 
Jim Erb, Discussion Leader 

> Baseline Data 
> IdentifLing Resources that need Protection 
> Determining Levels of Environmental Protection 
> Development of Standards/Best Practices 

3 :00 pm Coffee Break 

3:30 pm Permitting with Environmental Standards in Place 
Jan Tolson, Discussion Leader 

> Using the EIA 
> Models for Waste Limits 
> Operational Expectations 

5:00 pm Session Adjourned 

7:00 pm Group Dinner a t  Lodge 

Wednesday, A u ~ u s t  23.2000 

9:00 am Need for Permitting Process Consistency 
Jim Erb, Discussion Leader 

> Applicable Standards 
> Interpretation at Republic and Oblast Levels 
> Impact on Business Decisions 
> Public Trust 
P Relationship with Industry 

10:OO am Coffee Break 

10:30 am Generation of Revenue; Implications and Alternatives 
Jan Tolson & Jim Erb, Joint Discussion Leaders 

12:OO pm Lunch 

1 :00 pm Planning; Future Partnership Activities 

2:30 pm Session Adjourned 

Return to Astana 

10:OO pm Fly to Almaty via Kazakh Air #738 
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United States Energy Association Caspian Oil and Gas Environmental Partnership Program 

1 1 :30 pm Arrive in Almaty 

Transportation to Hyatt Rahat Palace Hotel 
Tel: 01 1-7-3272-58 1-1234 
Fax: 01 1 7 3272 581-1635 

Thursdav, A u ~ u s t  24 

9:00 am USAID Debriefing with Ted Streit at AID Offices 

12:OO pm Lunch with Ted at Embassy 

Afternoon: Free Time for US Delegation 

Evening: Possible Social Gathering organized by Ted Streit 

Fridav, August 25 

4:30 am Participants meet downstairs and check out of Hotel 

5:00 am Depart Hotel for Airport 

7:30 am Depart Almaty for Moscow on Transaero #206 

9:00 am Arrive Moscow 
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United States Energy Association 
Caspian Environmental Regulatory Partnership Program 

ACTIVITY SUMMRY 

Environmental Impact Assessments and Permitting Workshop 
MNREP, Kazakhstan 

August 21 -23, 2000 

Sponsored By: 
U.S. Agency for International Development 

Introduction 

During the period August 21-23,2000, regulatory experts from Alabama and 
Pennsylvania met with their Kazakh partners from the Ministry of Natural Resources and 
Environmental Protection, and representatives from the oil and gas Oblast regions. The 
workshop was conducted at the Nursat Hotel, which is located in the Borovoye Lake 
resort region in north central Kazakhstan, about four hours drive north of Astana. 

The purpose of this workshop was to review the fundamental components of an 
environmental impact assessment, to better understand the environmental permitting 
process currently favored by Kazakh regulators, to identify and discuss specific portions 
of that process that are not in synch with western business practices, and to explore what 
might be required to precipitate changes. An agenda prepared in advance of the 
workshop is attached for reference purposes. 

The Worksho~ 

The U. S. delegation was composed of two experienced regulatory experts, one from each 
state, plus two USEA representatives. Their names and titles are indicated on the front 
page of the attached agenda. Also attending, for observation purposes, was the Manager 
of USAIDys Washington based environmental program, Alexandra Burke. 

Fourteen Kazakh representatives, nine from MNREP headquarters andf2ve from the three 
western most regional offices, attended this workshop. A second attachment lists their 
names and titles. Eight of these representatives also attended the previous workshop and 
partnership signing conducted during the period March 27-30 in Kokshetau earlier in the 
year. 



Following brief introductory comments by leaders of both delegations, the workshop 
proceeded via a discussion format. There were no lectures or presentations by any of the 
participants. Kazakh attendees were asked to outline and explain the EIA approval 
process as applied to oil industry projects. Discussion topics promoted by the U.S. 
delegation included: 

The international EIAfpermitting model 
a Project permitting in the U.S. 

Mobile Bay; a regulatory example 
Use of environmental standards rather than pollution fees as basis for environmental 
regulation 
Alternative methods of revenue generation for regulatory agencies. 

Everyone was well prepared and eager to discuss and/or debate the differences between 
the two regulatory systems/processes. U.S. delegates found it difficult to understand the 
Kazakh EIA requirements and approval process, even as the Kazakh delegates 
themselves struggled to explain it. However, most of the discussions involved their 
regulatory practice of charging companies with pollution fees based on theoretical waste 
emission calculations. 

Kazakh regulators argued that charging pollution fees provided incentives for the oil 
companies to control and reduce wastes from their operations. U.S. regulators pointed 
out that old Soviet standards were unrealistic and often contradictory, that fee 
calculations required immense quantities of data, much of it too early in the project 
development process, and that the system contributed to high levels of industry distrust 
and subsequent over inspection. Furthermore, U. S. regulators suggested the Kazakh 
system were designed to generate revenues rather than protect the environment, since 
there were no pollution limits assigned to any of the waste streams. 

Along with these discussions came many questions about industry practices and 
technologies. Waste management techniques was a popular topic as was the recent 
testing by OKIOC of their offshore exploratory well. From these discussions, we offer 
the following observations: 

+ Approval of oil industry projects requires submittal of a technical feasibility study 
prior to conducting and submitting an EIA. Numerous agencies render judgements 
regarding the proposed project, some of which may conflict since there is no 
interagency coordination. Lower level agencies obviously do not participate in the 
approval process. Furthermore, the company is expected to monitor and promote the 
approval process, which, in many instances, lacks time specifications for approving 
agencies. 

+ The current practice of calculating pollution fees for a variety of theoretical wastes 
and emissions adds considerable complexity to the EIA process, and does little to 
promote protection of environmental resources. 

+ Coordination of regulatory policies and communications between regional offices and 
Ministry headquarters is poor or in some cases, non-existent. Discussions regarding 



the recent testing of the OKIOC exploratory well in the offshore NE Caspian revealed 
this situation. Leaders in the regional offices were unaware that Ministry officials 
had granted permission for OKIOC to burn rather than transport to shore the oil from 
the flow test. 

+ Trust, or lack thereof, was a strong underlying element of our discussions. Most 
regulatory officials are intrigued by industry technologies, but don't trust company 
motivations, including a willingness to protect the surrounding environment. U.S. 
participants agreed that building trust through training and frequent communications 
is probably the single, most effective way to improve the business climate and bring 
about regulatory change. 

+ Revenues, and the distribution of future royaltieslrevenues from production of 
Kazakhstan's petroleum resources, was a frequent topic of discussion. Oblast 
regulators clearly have no knowledge of the PSA terms and conditions that their 
government has negotiated with western oil companies. They believe the companies, 
(or high level government officials) will be the recipients of most of the profits, and 
have little faith that any of these revenues will trickle down to their levels. Most 
strongly support the concept of pollution fees, perhaps because it's the most reliable 
source of revenue, although it is unclear who controls this revenue stream. U.S. 
regulators suggested that revenue generation should be separated from the 
EIA/permitting process, and that regulators should consider establishing several types 
of fees to cover their administrative costs. 

+ Operations standards or guidelines for waste management should be established if 
there is to be any hope of modifyingfsimplifying regulatory and inspection processes. 
The old Soviet standards do not provide the basis for reasonable operational 
expectations. U.S. regulators emphasized that better environmental protection would 
occur by setting appropriate standards and allowing companies to use advanced 
technologies to operate within these limits. They also emphasized that companies 
should not be "penalized" for maintaining waste streams within permitted levels. 

+ There was considerable discussion, much of it emotionally charged, about the recent 
well test performed by OKIOC. The fact that such a routine procedure, from a 
company perspective, could cause this strong a reaction on the part of local 
regulators, is, at the very least, indicative of poor communication and significant 
distrust of western companies. As part of this discussion, local regulators disclosed 
they suspected OKIOC of additional wrongdoings such as illegally discharging 
cooling water during drilling, and noted that seal deaths began immediately after 
OKIOC performed the well test. 

+ One Oblast region official drew us aside to tell us that there was genuine concern 
about a variety of environmental issues including deteriorating sturgeon populations, 
and that local groups intended to organize a strong movement to prevent any hrther 
oil industry activity in the region. 

Future Partnershir, Activities 

Based on group discussions, Kazakh regulators indicated a strong desire to continue the 
EIAJpermitting process discussions with oil industryparticipation this coming fall. 
General consensus was to hold a 3-4 day workshop in Atyrau in early November 



including a field tour of industry facilities to illustrate key issues. We advised them that 
industry was agreeable to such a workshop. 

Additionally, Murat Balgereyev, Head of the Department of Economy and Organization 
of Nature Use, (MNREP) requested a private meeting with U.S. partners, in which he 
outlined issues and topics they would like to see addressed by the partnership. These 
included the following: 

+ Assistance with putting together an environmental regulatory guidance document that 
would include EIA requirements and approval procedures, permitting requirements, 
inspection guidelines, etc. 

+ Suggested we unite our partnership program with the EPA program currently under 
development. 

+ Noted that the current system of "payments for environmental damage" is self- 
sustaining and therefore difficult to change, but indicated they would like assistance 
to gradually move away from this system to that described by partners. In that 
regard, Murat noted they would need help with developing and promoting the concept 
of "industry best practices". 

+ Asked that we advise them on how to attract financial support from the oil companies 
to clean up old, abandoned oil fieldslwells, especially those near the Caspian Sea. 

+ Assistance with developing a data base management system. 
+ Indicated they were developing internet and email capabilities, but that there was no 

money available for usage. Asked if U.S. partners could pay for communications 
costs? 

Murat also indicated that individual partnership activities should last no more than three 
days, and that partners should exchange ideas for an approaching activity at least a month 
in advance. 

Final discussions focused on preparation for the proposed November workshop in Atyrau 
with Industry. We tentatively concluded that Industry representatives should be prepared 
to discuss specific regulatory processes that cause them problems, and suggestions for 
how they might be modified. Kazakh regulatory officials should prepare a list of 
suggestions for how the companies can gain their trust and respect, including ideas for 
improving communications, and what types of training they desire. 

John Winston 
Manager; Caspian Regulatory Partnership Program 


