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Energy System of Moldova i

Weaknesses:
Lack of own energy resources (natural gas, oil, coal)
High energy intensity, poor EE
Low level of RES use
Fuel mix deviation from the optimal, imported natural gas
dominates

Non-uniform location of electricity generation capacities
creates considerable supply-demand imbalance. Insufficient
generation capacities on the Right Bank of Nistru River,
where electricity generation represents only 30% of total
consumption

Advanced level (about 60-70%) of wear and tear of the power
stations, high voltage power lines, and distribution networks

Lack of invlestments In the energy sector
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Electricity System of Moldova @

The electricity system of the Republic of Moldova operates
synchronously with the Ukrainian electricity system.

The electricity system of the Republic of Moldova and Ukraine has an
interface of the following high voltage electric lines 110 kV (14 lines)
and 330 kV (7 lines).

Moldova and Romania electricity systems are interconnected by: 110
KV (3 lines) and 400 kV (1 line).

The total electricity consumption (Right Bank of Nistru) in 2009 was
4,2 billions kWh, of which 70 % - electricity purchased from MGRES.

Transmission and dispatch of electricity throughout the Right Bank is
performed by SE “Moldelectrica” (electricity transmission).

“Moldelectrica”s main goal is to ensure reliability of the electricity
transportation system, as well as provide transportation and
dispatching services to all participants of the electricity market.



Electricity System of Moldova &

Installed capacity :

Total installed capacity — 3008 MW,

Including:

Right side of Nistru river — 440 MW
- CHP-1, Chisinau 66 MW
- CHP-2, Chisinau 240 MW
- CHP-Nord, Balti 24 MW
- HPP Costesti 16 MW
- CHP sugar entreprises 98 MW

Left side of Nistru river — 2568 MW
- EP, MOLDOVA 2520 MW

- HPP Dubasari 48 MW




Oil and gas
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The shares of local production Iin the oil and
natural gas national market are very low.

Valeni oil reserves are estimated at 0.5 million
tones.

Maximum annual extraction rate of oil is 10 to 16
thousands tons.

Maximum annual rate of extraction of natural gas -
150-250 thousands m3.

Natural gas demand is covered by the imports
made by JSC Moldovagaz (the sole provider of
natural gas is JVC Gazprom, Russian Federation).
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Oil and gas
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The corporate structure of Moldovagaz includes
the following companies, that perform different
functions:

= two transmission companies: LLC
“Moldovatransgaz” (operating in the Right Bank) and
LLC  “Tiraspoltransgaz” (operating In the
Transnistrian region);

m 12 distribution companies in the Right Bank, with
branches In regional centre and 6 distribution
companies in the Transnistrian region.

13 distribution private companies in the Right
Bank.

;m‘ N '“' » A 1 n ,
[11 -

i' ff ' G
: "" * L Z

L*_



District Heating System of Moldova . * l

Centralized heating systems operate currently in
Chisinau, Balti and in some district centers in the
country (Aneni Noi, Cahul, Calarasi, Cimislia,
Edineti, Glodeni, Stefan Voda, Ungheni).

Transmission of heat to consumers in Chisinau IS
performed by JSC ,,Termocom”.

Systemic debts in the heat sector - the basic factor
determining system vulnerability.




Heat Sector Debts
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The Government drafted the following documents to address
the heat sector debts:

Concept on Energy Sector Restructurlng addressing the debts
settlement and c¢ o mp a n ieeosomic and financial
Improvement.

Memorandum on Addressing the Crisis of Thermal Sector In
Chisinau municipality, (Ministry of Economy, mun. Chisinau,
CHP-1, CHP-1, , T er mo c:eamsupplier, , Mol dov a
JSC, , Cs¢inau-g a 4.td.)

Negotiations are carried with WB for financial support for
development of the heat sector restructuring plan.




Energy Efficiency . * .

Energy intensity in the country is about three times
higher than in the European Union.

It Is estimated that a well-planned and concerted
Implementation of an energy efficiency program in
Moldova could reduce the financial impact of the
energy sector on the GDP by 1,6-1,7% per year.

Government of Moldova approved the draft Law on
Energy Efficiency (at the moment iIn the
Parliament).



EE Regulatory Developments . @ l

Regulatory framework already developed and
subject to immediate approval:

Regulation on Energy Efficiency Agency;
Regulation on Energy Au d i tCertification;
Operational Manual for the Energy Efficiency Fund,;

National Energy Efficiency Program 2010-2020 and the
National Communication Strategy;

Regulation on  Minimum Energy Performance
Requirements for Buildings (Ministry of Construction and
Regional Development with EBRD support);

Activities launched to transpose the energy labeling and
eco-design directives.



Renewables
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Biomass, hydro energy, solar and wind energy and sources with reduced
thermal potential are available on the territory of the Republic of Moldova.

In 2005, the share of renewables in energy consumption was 71.4 ktoe,
just 3.6% of the total primary energy supply.

63 GWh were produced from hydro energy, while biomass was used for
the production of 12 TJ of heat.

July 2007—- RM Parliament adopted the Law on Renewables N0.160-XVI:
state policy principles and objectives for RES;

ways to integrate RES in national energy system;

activities on production, metering, transport, distribution and consumption of
renewable energies and fuels;

financial resources and mechanism to support RE use;
Energy Efficiency Fund;

feed-in tariff for 15 years;

di st r iobligatiom to accept green energy into the national grid.



Energy Sector- key branch of economy and

plays an important role in the successful
Implementation of the national economy @

development programs

Main objectives of the Government in Energy
Sector

ensuring security of energy supply;

promoting energy and economic efficiency,
and use of renewable energy sources;

liberalization of the energy market and
restructuring of the energy industry, in
accordance with the requirements for the
country’s integration into the European
energy system.




Energy security objectives . & .

strengthening energy Iinterconnections
with Ukraine and Romania;

accession to ENTSO-E (UCTE);

improving the climate for investments in
energy sector;

diversifying the types of fuel used on the
territory of the country as well as the
sources of imports of energy resources.
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Accession to Energy Community l * l

Accession to the Energy Community Treaty —

a key objective of the Republic of Moldova’s 2020 Energy
Strategy

December 18, 2009, Zagreb, Cr o a-{Decssion of the Energy
Community Ministerial Council was adopted.

December 23, 2009 — RM adopted the Law on no 117-XVII on
RM Accession to the Energy Community Treaty.

March 17, 2010, Vienna — singed the Protocol on Accession to
the Energy Community.
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Why Acceding? l@l

To integrate in the regional energy market and improve the energy
security of the country; diversify the electricity supply of RM.

To promote a positive image of Moldova, stimulate and develop
good relations with the EC member countries.

To take over the best practices of the Energy Community members.
To restructure the c 0 u n temexgy system.

To transpose the acquis communautaire in the energy sector, as
to create appropriate legal and economic frameworks for a good
operation and development of the energy market, as well as to
change the investment climate to attract investments in the energy
sector in the conditions of reliability, competition, transparency and
environment protection.



Taken Regulatory Measures @

December, 2009 - RM Parliament adopted:

+ Law _on Electricity to transpose the Directive 2003/54/EC
concerning common rules for the iInternal market in
electricity,;

<« Law on Natural Gas to transpose Directive 2003/55/EC
concerning common rules for the internal market in natural
gas.

<« The National Energy Regulator approved the Legal Acts
Harmonization Plan for Energy Sector, Decision no. 368 of
12.02.20009. It provides for developing of other 4 normative
acts and amendment of 6 existing ones by the end of
2010.




Taken Regulatory Measures . m .

December 17, 2009 - RM Parliament approved the Law on
Amending and Supplementing Some Laws No. 107-XVIII,
which:

» conveyed the responsibility for heat tariff setting from the
local public authority to the national energy regulator;

» Transferred the responsibility for the national energy
r e g ul a budget approval and Administrative Board
assignment from the government to the parliament.

These changes allowed setting the heat tariff at the
cost-recovery level.




Planned Regulatory Measures . @ .

Requlatory measures planned for 2010/Electricity Sector:

Regulation No. 1228/2003 on conditions for access to the network
for cross-border exchanges in electricity - December 31, 2010.

Commission Decision 2006/770/EC amending the Annex to
Regulation (EC) No. 1228/2003 on conditions for access to the
network for cross-border exchanges in electricity - December 31,
2010.

Directive 2005/89/EC concerning measures to safeguard security of
electricity supply and infrastructure investment - December 31, 2010



Planned Regulatory Measures . @ .

Regulatory measures planned for 2010/Gas Sector:

Regulation No. 1775/2005 on conditions for access to the natural
gas transmission networks - December 31, 2010

Directive 2004/67/EC concerning measures to safeguard security
of natural gas supply - December 31, 2010

Implementation Plan of Directive 2001/77/EEC on the promotion of
electricity produced from RES on the internal electricity market -
December 31, 2010

Implementation Plan of Directive 2003/30/EC on the promotion of
the use of biofuels or other renewable fuels for transport -
December 31 2010.




Planned Regulatory Measures . @ l

Requlatory measures planned for 2010/Heat Sector:

EC Directive 2004/8/EC of 11 February 2004 on promotion of
cogeneration based on a useful heat demand in the internal
energy market and amending Directive 92/42/EEC

Decision of 21 December 2006 establishing harmonised
efficiency reference values for separate production of
electricity and heat in application of Directive 2004/8/EC of
the European Parliament and of the Council.



Development of interconnections— . m .
key priority

Mo | d o EnargysStrategy defines the extension of
electricity and gas Interconnections as a key priority
for the development of the energy sector

Extension of electricity interconnections is key for
Increasing the security of energy supply in Moldova
and In the neighboring territories of the emerging
regional energy market.




i

Urgent Investment Needs

Gas
= Ungheni-Iasi (18 min Euro), length 18 km, 530 p.d
m Geological research in the South for local gas
Heat
m Modernization of CHP 2 - Investment needs - 4,8 min. EURO

Electricity

m Electricity interconnection, 400 kV line, "Suceava-Balti”
between Romania and Moldova Length: 115 km (55km -
Moldovan (cost: 35,1 min Euro (15,2 mln Euro — Moldovan
part) planned construction: 2010-2015

m 330 kV voltage line “"Balti-Novodnestrovsk” between Moldova
and Ukraine.

m 330 Balti —Straseni-Ungheni Length: 121,5 km (88km -
Moldovan territory) (Cost: 28,5 min Euro, planned
construction: 2010-2015

= Ungheni-Iasi, plus a power station, 360 Mw (coal) (Czech
investment company
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Brilcenli .

Larga Oknita  *,

Length: 121,5 km (88 km -
Moldovan territory)

R’bnita Cost: 28,5 mln Euro
Voltage - 330 kV
BALTI

Planned construction: 2011-2015

Vasilevka

Razdelinaia
TRASENIM RE 'i :
Length: 115 km (55km - Moldovan ——J-Odes2

territory)

Cost: 35,1 min Euro (15,2 min
Euro — Moldovan part)
Voltage - 400 kV
~ Planned construction: 2011-2015

Belyaevka

Length: 102 km
Cost: 13,6 min Euro
(including stations’ rehabilitation)

mir
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VULCAN | Voltage —_330 KV
wiesnesi (alins| Planned construction: 2011-2015
@rununus e 330kV (project) P YTER Etuliya >
@runnuns e 400kV (project) Etalon
Reni Budjak

To Isaccea (Romania)



CHP-2 Plans

Partial modernization of CHP 2 equipment is under consideration, targeted to
reach the following objectives:

simproved EE and decreased specific consumption by 9,6 g/kWh for
production of electricity;

edecreased impact on environment;

sincreased reliability;

sannual saving of 534 t.c.c.;

sadditional production of 0,3 min MWh of electric energy each year;

ereduction by an annual 17 ths. MWh of the electricity consumption for own
needs;

simproved efficiency of the thermodynamic cycle;

«aprox.1000 MWh increase in electricity supply during summer period.

Investment needs - 4,8 min. EURO:
Term of return - 5 years.




Diversifying fuel and
Imported energy sources

o

The extinction of the use of renewable and alternative energy
sources;

Increase of the level of energy efficiency;

Research and evaluation of the available sources of domestic
oil and gas deposits;

Construction of the gas pipeline Ungheni (Moldova) — lasi
(Romania);

Finding new possibilities to build natural gas deposits in the
country.




Thank You for Your Attention!

llarion Popa, Deputy Minister
Ministry of Economy, Republic of Moldova
MD-2033, Chisinau
1 Piata Marii Adunar | Nati onal e
Phone:+373 22 250591
E-mail: ilarion.popa@mec.gov.md
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