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The Legal Context - =
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The 1996/92/EC The 2003/54/EC
Directive Directive gives new
established the inputs in terms of
main conditions efficiency, higher
for launching the quality standards
liberalization of services and
process and its increased
minimal timetable competitiveness

REGULATION (EC) No
1228/2003 OF on
conditions for

access to

the network for
cross-border
exchanges in
electricity

Aquis of ECSEE Treaty

The European Community of the Energy
Community Treaty

Signed 25 October 2005
Ratified 1 July 2006

®* ANRE’s Decision 27/1999 - the old

ENERGY LAW
(318/2003)
Adapts the E.U Directive 2003/54
to specifics Romanian provision

“ROAD MAP ”
(HG 890/2003)
Sets the specific tasks and targets,

as well as the evolution milestones
for the Romanian power market.

N

®* ANRE’s Decision 2572004 - in force
Commercial Code

NEW ENERGY LAW
(17/2007)

-




Stages of the Restructuring Proces .,\.

After 1989, consumption dece

e spot market
-Unbundling, big generation , — 0 | launch before
companies splitted or forced to - SQRINEHSSHenE
divest; et (s
- Distribution splitting

- Privatization;

-Consolidation, vertical integration | | |
through mergers and acquisitions; 2000-2005 increasing opening degree
l Romanian Way

Impact on participants’ number, liquidity, competition, price




The Roles of ANRE
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e Issue licenses to participants in the electricity
market

e Supervise the performance of licensees

e Approve tariffs for grid usage

e Approve market rules for the electricity market
e Supervise the development of the market

e Settle disputes in the network business and in
the electricity market
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The Romanian Transmission System
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—— LEAJODKV
Electric substations

77 electric substations, of which:
1 substation of 750 kV

32 substations of 400 kV

44 substations of 220 kV

New projects

LEA 400 KV
. 2008 - 2025

Overhead lines

8950 km of overhead lines (OHL), of
which:

155 km of 750 kV

4630.2 km of 400 kV

4132.4 km of 220 kV

38 km of 110 kV (interconnection lines to
the neighbouring systems)

Facilities

135 main transformer units totalling
34525 MVA

2 x 7507400 kV

22 x 400/220+ 400/220/MT

22 x 400/110+400/110/MT

89 x 220/110 kV+220/110/MT

Marea Neagra

Transelectrica’s core activities:

e Technical and operational management of the Power System, to ensure the
safe and stable operation of the system

e Operation, maintenance and development of its assets

« Planning of National Power System and transmission network development

e Management of interconnections and electricity transits with neighboring
countries

e Transelectrica does not trade electricity, except to cover its own technical

transmission losses
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Distribution Operators
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Installed Capacity & Market Shares
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Societatea Nationala Nuclearelectrica SA
Regia Autonoma pentru Activitati Nucleare
S.C."C.ET. Govora" S.A.

'SC Termoelectrica SA

SC Hidroelectrica SA

o &
Societatea Nationala Nuclearelectrica SA

| | Reéya Autonon'a pentru Activitati Nucleare
T. Govora" S.A.

SC Termoelectnca SA
m SC Hidroelectrica SA

S.C. "C.ET. Energoterm Resita" S.RL.

Societatea Nationala Nuclearelectrica SA
m Regia Autonoma pentru Activitati Nucleare
S.C."C.ET. Govora" S.A.
SC Termoelectrica SA
m SC Hidroelectrica SA
'S.C. "C.E.T. Energoterm Resita" S.RL.
! S.C. "Colterm" S.A. Timisoara
S.C. "Uzina Bectrica Zalau" S.A.
m SC Uzina Termoelectrica Giurgiu SA
m SC Hectrocentrale Deva SA

Societatea Nationala Nuclearelectrica SA
m Regia Autonoma pentru Activitati Nucleare
S.C."C.ET. Govora" S.A.

SC Termoelectrica SA
u S C "C.ET. &ergoterm Resita" S.RL.
S.C. "Colterm" S.A. Timisoara

2004

m S.C. "Uzina Hectrica Zalau" S.A.
SC Hidroelectrica SA
~ @ SC Uzina Termoelectrica Giurgiu SA
m SC Hectrocentrale Deva SA
SC Termoficare 2000 SA Pitesti
SC Centrala Hectrica de Termoficare lasi SA
m SC Centrala Hectrica de Termoficare Brasov SA
m SC CET SA Bacau
| 3C Hectrocentrale Oradea SA
C Termica SA Suceava
SC Termon SRL Onesti
SC Centrala Bectrica de Termoficare Arad SA
SC Termoelectrica Ploiesti SA
SC Complexul Energetic Turceni SA
SC Complexul Energetic Rovinari SA
SC Hectrocentrale Bucuresti SA
SC Hectrocentrale Galati SA
SC Complexul Energetic Craiova SA

y

y
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Water:34%
Coal:38%
Gas/Oil:24.5%
Nuclear:4%

= energy complex

Societatea Nationala Nuclearelectrica SA

\

2003

B SC Uzina Termoelectrica Giurgiu SA

SC Centrala Hectrica de Termoficare Brasﬁ
J

SC Termon SRL Onesti

SC Hectrocentrale Rovinari SA

SC Termoelectrica SA

S.C. "Uzina Bectrica Zalau" S.A.

SC Hectrocentrale Turceni SA

SC Hectrocentrale Deva SA
\ SC CET SA Bacau

I
SC Centrala Hectrica de TerK\oflcare Arad SA
SC Bectrocentrale Bucuresti SA
Societatea Nationala Nuclearelectrica SA

m SC Hidroelectrica SA

W SC Uzina Termoelectrica Giurgiu SA
SC Hectrocentrale Rovinari SA

m S.C. "Colterm" S.A. Timisoara
S.C. "Uzina Hectrica Zalau" S.A.
SC Termoficare 2000 SA Pitesti
SC Centrala Hectrica de Termoficare lasi SA
SC Hectrocentrale Oradea SA
m SC Termica SA Suceava
SC Termoelectrica Ploiesti S
SC Hectrocentrale Turceni SA
m Regia Autonoma pentru Activitati Nucleare
S.C."C.ET. Govora" S.A
S.C. "C.ET. Energoterm Resita" S.R.L.
m S.C. "Colterm" S.A. Timisoara
SC Hectrocentrale Deva SA
C Termoficare 2000 SA Pitesti
C Centrala Hectrica de Termoficare lasi SA
C Centrala Hectrica de Termoficare Brasov SA
\ C CET SA Bacau
SC Hectrocentrale Oradea SA
SC Termica SA Suceava
m SC Termon SRL Onesti
SC Centrala Hectrica de Termoficare Arad SA
SC Termoelectrica Ploiesti SA
SC Hectrocentrale Bucuresti SA
SC Hectrocentrale Galati SA

m Regia Autonoma pentru Activitati Nucleare
S.C."C.ET. Govora" S.A.
SC Termoelectrlca SA
mS.C." T. Energoterm Resita" S.RL.
S.C. "Colterm" S.A. Timigoara
m S.C. "Uzina Blectric Zalau" S.A.
SC Hidroelectrica SA
B SC Uzina Termoelectrica Glurglu SA
m SC Hectrocentrale Deva SA
SC Termoficare 2000 SA Pitesti
SC Centrala Hectrica de Termoficare lasi SA
m SC Centrala Hectrica de Termoficare Brasov SA
m/SC CET SA Bacau
/SC Bectrocentrale Oradea SA
SC Termica SA Suceava
SC Termon SRL Onesti
SC Centrala Hectrica de Termoficare Arad SA
SC Termoelectrica Ploiesti SA
SC Complexul Energetic Turceni SA
SC Complexul Energetic Rovinari SA
SC Hectrocentrale Bucuresti SA
SC Hectrocentrale Galati SA
SC Complexul Energetic 'Craiova SA

2005

Installed capacity shares



Bilateral Contracts
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5.M. Huclearelectrica SA

Producers
Independent/SelfProducers

Termo producers
vrith puitfviliv vuntiavts

Consumers

Captive

Eliyible consumers

5.C. Hidroelectrica SA

Suppliors
Export, Import

C.M. Transelectrica 5.A.

3.0 Opcom 5.8,

Contrecte lor sleclrio power rarsemission

Contrects lor slectric power tranemission,
ancllery services and powar maricst edminkstretion

Countrwciy R bechmidughod weclury werviom
Contracts for debrfbution services

Supply contracte
Contracte for sall ~ buy with Irm quantities and regulated prices

Powar maricst sdminietrstion contrect
Supply contrecte to captive consumen



Market Indicators 2000 - 2005
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Settlement

Seller

p —
Q spot — Qprod . Qimp - (Qelig . QIooses ot onrt ot Qexp)

stpot = Qperimeter - (qupplier +QIPP,AP +Qimp +QNPP +onrt +Qred

stpot
— Supplier m+1
_Qred_QSspot SUpp'Ier m+

Q

red = qupplier + QIPP, AP + Qimp + QNPP + onrt - Qperimeter




Ongoing reorganization process of SC Termoelectrica SA.

Positive evolution of the market concentration mirrored

in the specific indicators: HHI versus CR4

HHI & CR4

(elell) = pztfi e eeriepir=ide ) ol =

n ; 0 perfectly competitive market
HHI - Z P 01=1,000 reasonably competitive
-1 : ket
00—l 00 apsiisly euges i)
Pi: Participant’s share in total arket
installed capacity (2) and total

1,600 =0;000 highly concentrated imanket
10,000 monopoly

delivered energy |b).

i ] 1n e )i theextentito
WG tl'IE restructurlng prm:ess GENEIELEUCOMPELLIVE
marketparticipants:

marketis considered
moderatelyaconcentated

Sl ="1007% concentrated market

CR4

0
= HHI
\}\. c}’ 0\\ ,0. (\ @0‘ 00. (\
N o <5 @ > 9 ) © —+—CR4

Both HHI and CR4 were calculated based on installed
capacity of each generator existed in the market at a certain
moment of unbundling process.

(b) Specific conditions during 2004:

low level of consumption, high level of reservoirs

2.500 — 76,09 73,06 - 100

2000 — 6426 6104 7049

Both HHI and CR4 were calculated based on real output of
each generator within the market.



Market surveillance 2000 - 2005: Market Power

Residual SupplydndexiRSi) —the extent towhichitheisupply,

Calculation of System Maryinal OWITEE B PECI I C T G U N CET N S EEUE UL ORCOV ETNTIEN KEL

Price (PMS) demand.
OPCOM agyregates sell offers and

elaborates system load forecast.

' SYSTEN LOAD
s gl o RST =
innuarie fabrears maria  apeils mai lunin [T—T actamhiia noi I b -

Ca;gm — CapJ 01 high market,power,

R N N e TR IE e oY
N | r Demand : ; ;
. PMS a2
= 4N - ) . Can,. . total capacity bid into the market by each producer
s . canTmare Q@gj : supply provided by the producer j
o Demand : total market demand

Dominant position under

specific situations 9.500 - P o Ve
- - o+
oecHred o 9.000 L2 AR -
5 & 3" ’:‘;’ ‘;:# 2% o o
during 2004. S 8.500 - . ‘4' & -
= 23 o
Pivotal Producers: w o >, g
+  8.000 - ', S
du-’l *
E 700 4":
E
:g:: 7.000 4 ,“
[=]
E 6.500 -
T Those producers having small
D 6.000 - - capacity, even less than 300MW
2 “a had the conditions to influence the
& 5500 4 price.
& » /
1] - L
= 5.000 - . .
2 .
F 4500
4.000 -
Demand Forecast
3.500

T T T T T T
3.500 4.500 5.500 6.500 7.500 8.500 9.500




This was
until 30 June 2005 ...

End of part |
To be continued



