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Welcome to the 2019 edition of Romania’s Energy Industry Report, an in-depth
analysis of one of Europe’s most exciting energy ecosystems. Romania is the
country with the lowest dependency on energy imports in Southeast Europe
and prides itself with an impressive history as the very first nation in the world
to explore and produce oil & gas.
This report is the result of six months of on-the-ground research, and over 90
interviews with public authorities, c-level executives, analysts and industry
experts, coupled with key figures that amount to one conclusion: Romania is
ripe with opportunity.
After 160 years of exploration and production, the country still holds impressive untapped potential onshore, parts of which are expected to be revealed
through the new licensing round that was just announced. Add to this the
bountiful natural gas discoveries in the Black Sea capable of propelling Romania to become an essential provider of energy security in Europe. The country
is gearing up for what is an inevitable energy transition in the wake of climate
concerns – upping its game in renewable energy resources, with immense
potential for hydro, solar as well as wind and already boasting the largest onshore wind farm in Europe. Fulfilling this immense potential, however, depends on tackling a few critical issues: unpredictable legislation, an ageing
infrastructure and a shrinking talent pool.
Overall we found palpable excitement in the air, with people coming together
to celebrate national accomplishments - 2019 saw Simona Halep bring home
the Wimbledon trophy and people held their breath as Ianis Hagi delivered
the key blow against England at the U-21 European Football Championship.
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info@investmentreports.co

There is no doubt that the world is transforming before our very eyes, borders are dissipating with the flow of newfound resources, energy systems are
getting decentralized, and human ingenuity armed with modern technology
is changing the way energy efficiency is managed. Romania’s stake in this is
captured in the pages that follow. We invite you to delve deeper.

Enjoy the report!

Irina Negoita
Co-Founder &
Director

Sorina Dumitru
Co-Founder &
Lead Editor
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INTRODUCTION
to romania’s
energy
industry

Romania is an emerging economy and this can open more
opportunities compared with a developed economy. It is also
part of the EU and this membership provides guarantees
in terms of legal & regulatory frameworks. Romania has a
unique strength in Europe that is at the same time a huge opportunity for the country – is has its own oil & gas resources.
As with any emerging economy, there is still considerable
progress to be made, especially in terms of the country’s regulatory framework and infrastructure development. Recently, we have seen increased legislative volatility, but investors
are still committed to Romania. Dialogue and consultations
can move things forward and achieve win-win solutions both
for business and for the country.

Franck Albert NEEL

Member of the Executive Board Responsible for Downstream Gas

OMV Petrom

Bran Castle, Transylvania
photo: Adobe Stock
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POPULATION
19,4 MIL
URBAN
54%
photo: Adobe Stock

Land of plenty
Romania’s Energy Industry
Romania boasts a diversified and well
balanced mix of energy sources. This
lends it the enviable status of the country with the lowest dependency on energy imports in Central and Southeastern Europe.

ROMANIA’S PRIMARY RESOURCES 2018 (% POWER OUTPUT)
0.5

3

As a member state of the European
Union (EU), Romania plays by the EU
objectives and rules on energy and
climate. These are imposing tough targets on the member states for 2030:
overall reduction of greenhouse gases emissions by 40% as compared to
1990; a 32% weight of the renewable
energy sources (RES) in the total final
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NATIONAL
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As a country of the Black Sea Basin
and a NATO member of the Alliance’s
easternmost border, Romania faces a strategic environment fraught
with tensions and geopolitical rivalry.
The continuous militarization of the
Crimean Peninsula, the ”frozen conflicts” of Moldova, Georgia and Azerbaijan, the tensions between Ankara
and NATO, as well as the Black Sea
being a route for the Russian navy towards Syria has brought the need for
increased rotational naval presence by
NATO military vessels.

market, gripping Ukraine in symmetric pincers, whose northern jaw is the
Nord Stream system. Besides, there is
also the Southern Gas Corridor, due to
ship Caspian gas all the way to Southern Italy, which will be a new source of
gas for the Black Sea countries in the
early 2020s. Considering also the potential transport of East Mediterranean gas through Turkey to Europe, the
Southeast European vicinity of Romania looks like a hotbed of energy infrastructure development and rivalry.
Romania’s energy status in the region

ropean countries. As such the ”clean
energy transition” towards reaching
the 2030 targets and, further on, towards virtually complete decarbonization by 2050 requires an ample and
costly transformation. This calls for
rapid adoption of new technologies,
but also of new mindsets.

The region is also a crucial passageway for natural gas volumes on their
way to European markets. In its effort to bypass Ukraine as a conduit of
Russian gas to Europe, the Moscow is
building the Turkish Stream pipeline,
which will connect Russia with Turkey
underneath the Black Sea. From the
Turkish hub, the pipeline will continue
through SEE to the Central European

3.5%

24
The energy sector accounts for 3.5%
of the country’s GDP, but a robust
energy sector is crucial for other reasons as well – especially in SEE, which
is still relatively poorly interconnected with the rest of the continent and
where the only source of import for
natural gas is Russia. Energy security
is therefore a fundamental pillar of the
Romanian energy sector. Indeed, compared to its neighbors, Romania has a
remarkably diverse and well-balanced
energy mix, which confers it a sound
level of energy security.

RON

INFLATION
2018 (YoY)
4.6%

28

COAL
HYDROCARBONs
NUCLEAR
HYDROPOWER
WIND
SOLAR
BIOMASS
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energy consumption; and a 32.5% increase of energy efficiency compared
to 2005. These are, at present, collectively, the toughest mix of energy-climate policy of the world.
Romania relies to a large extent on
fossil fuels, as do all the other East Eu-

ENERGY SECTOR’s
CONTRIBUTION
TO THE GDP

is also an embodiment of its long and
rich history, especially in the oil & gas
sector.
The oil industry is more than 150 years
old in Romania, while natural gas has
been extracted and used for more than
a century.
This has created a proud tradition,
as well as a quite extensive oil & gas
infrastructure. oil & gas productions
peaked in the 1970s, under the socialist system. Those levels were, however, the result of unsustainable extraction, in a centrally planned economy.
Indeed, after 1990, the hydrocarbons
production declined significantly. At
present, Romania imports about 65%
of its crude oil, and 10% of natural gas.
This, nonetheless, places it among the
least energy dependent states in the
EU.

romania energy industry 2019
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EASE OF DOING BUSINESS IN ROMANIA
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InvestRomania is the governmental body responsible for
promoting and facilitating
foreign direct investment in
Romania.
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FDI IN ROMANIA BY COUNTRY OF ORIGIN (DEC 2017)
The Netherlands

GERMANY

25.9%

12.8%

For years, the Netherlands has been a
top 10 trading partner and the number
one foreign investor in Romania with
stock and assets on multiple markets
totaling €19.6 billion.

Germany is Romania’s most important
trading partner both in exports (20%)
and in imports (23%) and the second
largest foreign direct investor in the
country, with investments totalling
€9.7 billion by the end of 2017.

AUSTRIA

OTHERS

12.6%

36.3%

Austrian FDIs in Romania totaled
€9.58 billion in 2017. Austria is also
the biggest foreign investor in the
energy sector in Romania.

ITALY

6.2%
FRANCE

6.2%

Electricity, gas and water supply INVESTMENTS

TOTAL INWARD FDI Romania (AS of DEC 2017)

8.5% of TOTAL FDI

€ 75.8 bn

TOTAL OUTWARD FDI Romania (AS of DEC 2017)

€ 783 MIL
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In 2017, FDI net ﬂow went primarily to
the industrial sector (43.1%). The main
industrial sector beneﬁting from foreign
direct investments was manufacturing
with main investments in sub-sectors like
oil processing, chemical, rubber and
plastic products & transport equipment.
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8

Secretary of State

InvestRomania

20
0

Paula
PÎRVĂNESCU

romania energy industry 2019

Can you introduce our readers to InvestRomania and your main activities
as a promoter of trade and investment?
We are the institutional partner responsible for bringing together all
relevant public and private actors,
currently present or planning to invest
in the country. Our service offering
includes technical assistance from
scratch as well as post implementation assistance, up to the successful
completion and running of each project.
Our efforts over the past few years
paid off and culminated with the rise
in Romania’s fame as an attractive and
profitable business destination in the
global ecosystem, and the management of a €2,5 billion investment portfolio with 80 active projects which will
generate 22,115 jobs.
What are Romania’s key competitive
advantages?
The country offers a highly skilled,
multilingual and competitively priced
workforce, with the third lowest salaries in Europe. Additionally, we have a
well developed network of 88 industrial parks, public as well as private,
coupled with great fiscal incentives
for R&D. Non-EU companies are also
attracted by the access they gain to
the EU’s 500 million consumers and
the associated advantages.
In recent years the economy started
shifting from a labor intensive, lower

cost one to higher value added investments. For instance, Bosch opened an
R&D center for the automotive industry in Cluj, where Porsche also set up
a center for autonomous vehicles. We
are noticing growth in the energy industry arena as well, for example Clariant invested in Craiova together with
GETEC.

when a new investment comes, infrastructure follows industrialization - for
instance Sebes area grew significantly
after Daimler’s investment.

Romania boasts a top 3 position in attractive tax regimes
in Europe, the 4th place in the
EU for cheap gas and 8th for
electricity.

What is your vision for InvestRomania going forward and advice to potential investors?

What are the main challenges foreign
companies face when doing business
in Romania and what is being done to
overcome them?
There is a global issue surrounding human resources and Romania as well is
making efforts to increase the training
and retain its workforce. The Authority for Dual system Professional Training was set in motion in this respect
and we are also witnessing a growing
collaboration between businesses and
universities. Secondly, infrastructure
is an acknowledged challenge that the
government is treating very seriously
with observable improvements. Often

A final issue that is being worked on is
bureaucracy and the occasional difficulty in dealing with local authorities.
This has considerably improved over
the past year and we are working together to encourage regional development. We need to look towards the
future and also adapt our current legislation to present day needs.

We want to maintain the positive
growth trends witnessed in the past
few years. Specifically we want to
maintain our position as one of the
leading recipients of FDI in the region,
and be in the right place at the right
time to make businesses aware of the
opportunities at hand. Since spring
2018 we have received requests ranging from €50 million and hundreds of
millions, much more than in previous
years and we are noticing a growing
desire to collaborate with local entrepreneurs.
To investors we say there is no time
like the present to establish a presence! Romania remains one of the
highest performing economies in the
EU, as well as a regional pillar for stability and growth.

romania energy industry 2019
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The problem is compounded by the
fact that the state has run out of legal means to subsidize the two coal
companies. The difficulties faced by
the lignite-fired plants, represent a
challenge for the Romanian energy
system, since their yearly contribution of 24% to the country’s electricity
production, on average – and actually
about 40% in the winter months – is
virtually impossible to supplant in the
short run.

phasing out
COAL
The coal sector has had a major historical contribution to the country’s
economic development. Two sorts of
coal are mined in the country’s two
main basins, respectively: hard coal
in Jiului Valley, and lignite in Oltenia
region. Hard coal was, alongside oil,
the fuel that drove the Romanian industrial progress, which started only in
the middle of the 19th century. With
the addition of thermal coal power
plants in the 1970s and 1980s, the
valley turned into a hub of power generation. In the 1980s, the coal-fired
plants started to cogenerate heat,
which fueled the region’s district heating systems.
At present, though, the two coal companies – state-owned Complexul Energetic Hunedoara, mining and using
hard coal for power generation, and
Complexul Energetic Oltenia, doing
the same with lignite – are facing deep
economic difficulties.

10

DOUBLING
DOWN ON
NUCLEAR
Romania has relied for more than two
decades on nuclear energy, which has
been a bedrock of the national energy system. Further on, in the context
of ambitious decarbonization targets,
Bucharest is ready to double down on
this type of low-emissions power generation.

€30

For every ton of emitted CO2, the
coal-fired power plants must buy such
an allowance.

The life-extension of Unit 1, commissioned in 1996, is planned to take
place from 2026 to 2028. For further
development, there is a broad politi-

in April 2019

romania energy industry 2019

cal consensus that the investment in
two new reactors, whose construction started in the 1980s but was
interrupted in early stages, must be
finished. In 2014, a memorandum of
understanding was signed between
SNN and China General Nuclear Power Group (CGN) for the construction
of two new nuclear CANDU reactors
of 670 MW net capacity each. Little
progress has been registered until recently when, in May 2019, a Preliminary Investors Agreement was signed,
which has mandated the grounding of
a JV project company, with a majority
share owned by the Chinese part.
According to Cosmin Ghita, General Manager of Nuclearelectrica, “The
company will be established for a period of two years and the new units are
expected to start producing in eight
years, namely in 2027.”

Romania’s two nuclear reactors at
Cernavoda, on the Danube river, operated by state-owned Nuclearelectrica
S.A. (SNN), generate a steady 20% of
Romania’s electricity production. The
expansion of that nuclear capacity is
a strategic option, as reiterated in the
recent long-term national plans – the
Romanian Energy Strategy 2019-2030
and the draft National Energy-Climate
Plan 2021-2030.

price of CO2 emission
allowances within
the EU ETS trading
scheme reached

investment reports

Meanwhile though, Romania ought
to be open to the fourth generation
of nuclear reactors, which are smaller,
modular, safer, cheaper and faster to
build and install. Such projects are in
advanced approval stages in the US,
where pilot plants will be constructed
until 2025.
Considering the stringent long-term
decarbonization goals of the EU, a
safer, flexible and more affordable nuclear technology must be considered.
This should be done alongside the
build-up of renewables, the increase
of energy efficiency and the overall
”smartening-up” of the grid, by means
of digitalization & automated systems.

investment reports

RENEWABLES
ON THE RISE
The renewables energy sector (RES) is
the one in which Romania has seen the
most spectacular investment boom
over the past decade – mostly from
2010 to 2016, and especially for wind
power. The country boasts Europe’s
largest onshore wind park, namely the
600 MW CEZ Group-owned Fantanele-Cogealac Wind Park, in the Dobrogea region.

introducing romania’s energy industry

hydropower
flows strong

built the 1,000 MW Tarnita-Lapustesti
pumped storage plant. This, however,
is a decades-old project that has so far
proved uneconomical – not to mention its dim environmental prospects.

Hydro energy is the most important
kind of RES in Romania. Indeed, stateowned Hidroelectrica S.A., with its
around 6,500 MW of capacity, is the
backbone of the Romanian energy
system, given its major contribution
not only to overall electricity production, but also to balancing the grid,
thanks to its hydro dams’ storage.

It is likely, therefore, that any new
pumped storage capacities with real
chances are smaller-scale, geographically distributed and socially accepted.
Such demands are, in fact, narrowing
down considerably the list of serious
projects.

As most of the country’s hydro power plants were built between 1960
and 1990, the company needs massive refurbishment & modernization
works. Moreover, Hidroelectrica plans
to build about 200 MW worth of new
capacities, pending the needed environmental permits.
Besides, the latest energy strategy
draft published by the Energy Ministry
in 2018 lists among the four ”projects
of national interests” that are to be

This remarkable increase took place
on the back of a generous RES support scheme, introduced through Law
220/2008. The law established a mandatory quota system, coupled with a
trading scheme of green certificates
(GCs). However, only two years into
the application of the RES, the support scheme was curtailed.

romania has already
surpassed the

24%
renewable energy
quota set by the eu
for 2020
Last year’s draft National Energy Climate Plan 2021-2030 submitted by
the Romanian Government aims at a
meek 27.9% target for 2030, a fact
that has been widely criticized and
eventually met with a rebuttal by the
European Commission, which has
strongly suggested a 34% target for
Romania’s RES by 2030.
romania energy industry 2019
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The project for the Romanian Energy
Strategy 2018-2032 includes the development of two new units for nuclear energy production. Can you expand on the investments planned by
Nuclearelectrica in the coming years?

Cosmin
GHIȚĂ

General Manager

Firstly, we are working on the refurbishment of Unit 1 CNE Cernavoda, which will extend its lifetime for
another 30 years. It is an extremely
complex project, similar in terms of
efforts to the construction of a new
facility but with fewer costs involved.
We expect the refurbishment will require approximately €1,5 billion, but
we will have definitive data in 2021.
This project is handled 100% by Nuclearelectrica.

Nuclearelectrica
Nuclearelectrica was founded in
1998 and is the only nuclear energy
producer in Romania. The company
presently operates two nuclear units
with an installed capacity of 1,400
MWh, covering 18-20% of the country’s energy needs.

The investments that we have
underway are the biggest
when it comes to the energy
sector in Romania.
In parallel we are planning the construction of two new reactors, this
time through a joint venture with
China General Nuclear Power Corporation (CGN), which will hold a 51%
stake.
What investments will be required to
develop reactors 3 and 4, and what
are the expectations in terms of production?

Valentina
DINU

Head of Communication
& Investor Relations
12
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Cernavoda power plant was initially
designed in the 1970s and the goal
for it was to accommodate five reactors. The new units will use the same
technology that we have in place currently, namely the Canadian CANDU
technology which is one of the most
robust in the world (no incidents have
ever taken place in nuclear plants that
use this technology). Our power plant
is, in fact, certified as one of the safest
in the world according to international
standards.

introducing romania’s energy industry
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The new reactors will each produce
700 MWh and in terms of investment
we expect they will require around
€6,4 billion. This estimate is based
on the most recent feasibility study
which was performed back in 2012,
so we may need to adjust the amount
when we consider new market data
because many things have changed in
the economy since.
Some countries, like Belgium, have
decided to fade out nuclear energy.
What role do you expect it to play in
Romania’s future energy mix?
A change of paradigm is presently
taking place at EU level, and I am referring here to the decarbonization
targets - the plan is to decrease the
carbon footprint with 40% by 2030,
and 80% by 2050. To reach these
targets countries need clean sources
of energy. Part of it will be achieved
through renewable energy sources,
however, they will not suffice especially if we take into account the need
to have a stable energy system. A
recent study published by MIT (Massachusetts Institute of Technology)
shows that nuclear energy will play a
key role in achieving decarbonization
targets, and offer stability and security
of supply.
Belgium is indeed phasing out nuclear energy, but many other European
countries plan to develop nuclear programs: by 2050, Bulgaria targets 36%
nuclear energy, Poland 28%, Hungary
58%, Slovenia 48% and so on. Many
of these are starting to develop their
nuclear programs from scratch, not
an easy feat if we consider that a nuclear power plant requires numerous
studies and strong expertize, difficult
to identify in a market that does not
have previous experience.
Romania has an advantage from this
point of view, holding some of the
best specialists in the world. We expect nuclear energy to represent 27%
of the energy mix in Romania by 2050,
including the new units that are being
built.

Hidroelectrica, a state owned
company, is the leader in hydro
power generation and main
supplier of ancillary services
required within the National
Energy System. The company
plays a key role in Romania’s
energy security.

Hidroelectrica is currently one of the
most profitable companies in Romania. How has it evolved in the local
economy and what contributed to
this successful outcome?
Hidroelectrica came into being
through the unbundling of the National Electricity Company, a mammoth
corporation, which in 1998 was broken down into several producers by
type of resources. Since then Hidroelectrica went through various phases, including one of insolvency which
required a major internal restructuring
and led to the rethinking of the business philosophy. This was followed by
a period of consolidation and development, with the central points being
maximization of revenue and cost optimization.
On top of these, in the past two years
we added a third strategic element in
regards to employees, namely creating
motivation and loyalty by correlating
the company’s success with increases
in their salaries and bonuses.
We are now in full process of resuming strategic investments, such as the
bidding for Vidraru with a value of
€82 million and upgrading large power plants such as Raul Mare, Retezat
and Mariselul. The philosophy behind
these investments is based on a holistic vision, that includes as strategic
elements the individual performance
of each plant, tight cost control and a
strong team to manage these projects.

Bogdan
BADEA
General Manager

Hidroelectrica

The company already identifies as a
100% green. What contribution can
it further add to the country’s overall
transition to clean energy?
The number one goal we have now is
to secure our existing production by
giving a new life cycle to our hydropower plants. For a while now we have
been analyzing previous investment
objectives that for various reasons
were suspended, to understand which
ones could be effectively pursued. We
are trying to squeeze every possible
MWh from these projects and contribute as much as possible to meet
the consumption needs in this transition. It is not a simple process though,
as it involves a high amount of redesign work and new authorizations.
We also aim to diversify our portfolio through the addition of wind and
solar power generation capabilities.
This will help us mitigate the risks associated with production cycles - for
example, on the hydropower side we
produce a lot during spring time, but
the summer period is rather dry; we
can turn this into an opportunity by
harnessing solar power.
Climate change is also a factor, as the
pattern has not coincided with the statistical data we had in previous years,
and it is clear that we need to adapt to
these changes.

Quite an ambitious strategy - what
are you prioritizing for the next few
years?
We have 208 hydro power plants
in our portfolio and we have already
begun a process of modernization. In
addition to this, we want to develop
the power supply segment of our business. In 2018 the market has been fully liberalized and this was reflected in
the company’s financial performance,
which reached a profit of about RON
2 billion.
We have also started an action to
identify opportunities for regional expansion. Romania has been and still is
a regional hub for energy, and as interconnectivity advances it brings new
opportunities for our business.

We want to start sowing
seeds so that when the time
comes we are able to replicate the success we had in
the local market and become
a real competitor for the big
companies in Europe.

romania energy industry 2019
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TACKLING AN AGEINg
INFRASTRUCTURE

LEGISLATIVE
HURDLES

The two main energy transport systems, Transgaz and Transelectrica, for natural gas and electricity, respectively, need urgent refurbishments and modernization. The main Transgaz project under construction is the BRUA interconnector (Bulgaria-Romania-Hungary-Austria), which will link the Southern Gas Corridor with the Central European Gas Hub at Baumgarten (Austria). BRUA, partially financed with EU funds, is also planned to serve as a conduit for the gas reserves of the Black
Sea, assuming the main titleholders, ExxonMobil and OMV Petrom will make a final investment decision. At present, the
Romanian gas grid is relatively isolated from the European gas market, with limited import and negligible export capacity.
As to Transelectrica, much of its high-voltage lines are old and in need of refurbishment.

One of the most controversial and
disruptive pieces of legislation in the
energy industry has been the notorious GEO 114/2018, which upended
many of the norms and processes of
the sector and brought uncertainty
and discontent upon businesses and
investors. On the electricity and gas
markets, the GEO drastically curtailed
several dimensions of the progressing
market liberalization.
photo: Depogaz

Fortunately, though, the company has moved forward with the implementation of major interconnectors, such as finishing
the 400 kV line with Serbia (Resita-Pancevo), in 2018, and making tangible progress towards finishing the Romania-Hungary interconnection (Oradea-Bekescsaba). At the same time, Transelectrica is consolidating the national power grid by
building the 140 km-long Smardan-Gutinas 400 kV line in Eastern Romania, which will be essential to evacuate the nuclear
and wind power from the Dobrogea region; and nearing the completion of the metropolitan high-voltage ring that will
surround Bucharest.

7th ANNUAL
CONFERENCE
BLACK SEA
OIL & GAS

23–24 OCTOBER 2019
BUCHAREST, ROMANIA

UNLOCKING THE POTENTIAL
OF THE BLACK SEA
OFFICIAL SUPPORT

WWW.GLOBUC.COM/BLACKSEAOILGAS
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The instability of the
legal and regulatory
environment, in general, is a major hindrance faced by new
investments, and a
primary factor in the
overall investor risk
assessment.

The government must address this
liability by instituting substantive
consultations with stakeholders and
improving the quality of its regulatory process. As pointedly put by Petre
Stroe, CEO of MET Romania Energy,
”Market liberalization has been a long
and arduous process in Romania, and
recent legislation appears to bring
some winds of change in the opposite
direction. I do not believe that ANRE
is the ‘bad guy’, they are doing their
job, but having a stable, reliable and
predictable framework is crucial to
doing business anywhere. I encourage further deregulation as I believe a
free market stabilizes itself and is the
best way to ensure both a welcoming
business climate for investors, and the
best price and services for the end
consumer.”

Niculae

BĂDĂLĂU
Minister of Economy
Romanian Government
How important is the energy sector to the overall economy of Romania?
The energy sector is extremely important, accounting for 3,5% of
our GDP. The Ministry of Economy holds under its roof the two big
electricity and natural gas transporters. Transgaz is currently in the
process of building BRUA, and we have also managed to reach an
agreement with them to include in the investment package funds
for the modernization and extension of the national gas network:
€25 million will be allocated this year, and another €100 million in
the coming years.
In terms of electricity, Transelectrica is close to finalizing the 400 kV
electric ring at a national level, as well as the ring that will serve the
capital city of Bucharest. As the economy keeps developing, the demand for power is also increasing - these projects, along with further
investments, will allow us to satisfy the needs of industrial consumers and will also bring a meaningful contribution to the development
of our cities.
The industry needs to rely on a stable and predictable legislative
framework in order to continue growing, yet lately unexpected legislations have shaken some of the industry’s future plans – what reassurance can you give new and existing investors that have voiced
concern?
We invite investors to come to Romania with the promise that they
will find partners open to dialogue and collaboration, and that want
to work together for the development of the country. This Cabinet
has taken decisive steps to reduce bureaucracy, taxation and to develop a working Public-Private-Partnership bill. We strongly believe
that this industry is a key factor in long term development, growth
and job creation, and will fully support these objectives, as they are
shared by us.

romania energy industry 2019
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THE ONLY WAY IS UP
All in all, Romania is a country in full economic swing, with
significant natural and human resources. It is situated in a
geopolitical region of high stakes, at the eastern margins of
NATO and the EU, which raises even further the salience of
its energy security.
The main challenges of the country’s energy sector stem,
one way or another, from the transformation required by
the transition to a decarbonized economy. The severe
constraints of the EU energy climate policies regarding
the increase of renewable energy sources and energy efficiency are clashing with the immobility and vested interests of the incumbent energy producers. The record high
price of the ETS permits is downright suffocating the coal
companies, whom the government can barely subsidize any
longer. Moving ahead, Romania needs bold, albeit realistic
strategic planning on energy and climate. Its goals must be
aligned with the EU 2030 targets for energy efficiency, renewables and emissions of greenhouse gases.
Alongside such large-scale individual projects, Romania
must embark in a deep transformation of its energy system

by means of low-emissions power generation, digitalization
of infrastructure, smart grids, automation and demand-side
management, as well as clean transports, deep renovation
of its buildings stock and, in general, increased efficiency
in the use of raw materials of any kind. A massive reengineering of its systems is required, bolstered by serious investment. But no less important is the cultural and behavioral shift that has to be undergone by consumers of energy
services, because efficiency has an indelibly user-related
component.
The expected transformation of the energy sector would
go hand in hand with a future of clean transport, based on
alternative fuels, circular economy, and overall efficiency
in the use of water, materials and prime energy.
Not unlike other EU member states, Romania is still struggling to reach a workable level of consistency in its clean
energy transition. But for the process as such, one thing is
clear: the only way is up, that is towards deeper integration
in the EU’s energy market and its structures of energy governance.

The Energy Policy Group (EPG) is an independent think-tank on energy policy,
market analytics and energy strategy.
It facilitates dialogue between the decision-makers and the stakeholders of the energy industry.
Through publications and public events, EPG disseminates evidence-based information and analysis
about the sector’s policies and tendencies.
EPG is committed to the promotion of a technologically advanced, economically efficient, socially acceptable,
and environmentally sustainable energy system.
Radu Dudău
President EPG
e-mail: office@enpg.ro
website: www.enpg.ro
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ROEC is Romania’s first English language energy studies
think tank, an independent
organization focused on energy research and analysis,
established in 2010.

Eugenia
GUSILOV
Director
ROEC

Romania Energy Center
The project for the National Energy Strategy 2018-2032 has recently been released - which objectives
should be pursued with priority in
your view?
District heating is what I see as priority number one. In Europe, the tendency has been to support cogeneration,
shown to be the most efficient way to
heat urban areas. Unfortunately, the
trend has been exactly the opposite in
Romania, which has mostly regressed
in the past 30 years. To better put this
in perspective, back in 1989 Romania
had 315 cities and towns with working district heating systems (DHS);
last year, there were only 60 left,
which means that two thirds of the
DH system has been lost. It is a rather
dramatic situation. In Bucharest, both
ELCEN (the heat producer) and RADET (the heat distributor) are in insolvency. Generally, the local public administration (charged with managing
district heating) simply neglected this
subject for years, focusing on providing subsidies to the population instead
of modernizing the infrastructure.
The issue with no new investments is
that people end up paying more for
system losses, which inevitably appear when the infrastructure is obsolete. On the other hand, the industry
has seen a fair degree of investments
in the renewables sector which has received about €8 Billion.
How do you see the natural gas reserves in the Black Sea influencing
Romania’s role in the region?

The benefits of regional interconnectivity have been explained and
promoted by market-oriented energy
experts for a long time now, but the
progress to put the missing links in
place has been very slow. These delays were most likely caused by the
local inability to move things forward
swiftly.
Adopting the Offshore Law, for example, took an impressively long time.
The lack of a proper policy-making
due process is one issue. On the other
hand, there is currently a prevailing nationalistic view at the decision-making
level and a desire to keep the resources for internal use rather than opening
up for export. This thinking explains
why Romania was not in a hurry to
build operational gas interconnectors all these years. Romania is finally working on achieving reverse-flow
on the interconnections with Bulgaria
and Hungary, but it has done so grudgingly, and only as a result of significant
pressure from Brussels. But the world
is moving very fast, projects such as
Nord Stream 2 are underway, and Romania needs to keep up the pace if it
really wants to hold a strategic (or any)
role in the region.
What are ROEC’s plans for the near
future?
One thing we are particularly excited
about is our “ROEC Bucharest Talks”
project - a series of events featuring high-profile international experts
whom we invite to Romania to speak
on challenging and exciting topics.

The dividends of engaging top foreign
experts for Romanian academia, students, current specialists as well as the
wider public can be tremendous. They
develop critical thinking, build confidence, and open windows of opportunities for future professional cooperation and development, with potential
transformative effects for the entire
Romanian society.

We want to keep developing
our capabilities as a think
tank, because there is a great
need for high quality analysis
and fresh, independent and
competent voices in Romania.

More broadly, we are hoping for better communication with the public
authorities and more respect for the
procedures that are in place to facilitate dialogue. I also want to see Romania overcome its inferiority complex
– oftentimes Romanians undervalue
themselves. Our entire work at ROEC
is about this: building home-grown
professional expertise, working at
Western standards and developing a
stronghold of independent research
and analysis right here at home.
romania energy industry 2019
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Gerd

BOMMER
Commercial Counselor
Advantage Austria
There are many efforts being made to increase regional interconnectivity, for instance BRUA is currently
under construction. How do you expect this to influence the trade relationship and what does it bring for
Austria itself?
BRUA will likely be a game changer for Romania because it will allow the country to export more. Presently the country’s trade balance is negative, and this is a
great opportunity to turn things around and strengthen
the local currency.
Another thing to consider is the supply of international gas from outside the European Union, where we
do have reliable supply partners, but diversifying the
sources would be beneficial for Romania, for us Austrians and for Europe overall in terms of stability and
security of supply. Romania has the great opportunity
to become self sufficient in oil & gas and also add to
the stability in the region, especially if we consider the
Neptun Deep project. Time is critical, however, so Romania needs to move a little faster. The back and forth
that we have been witnessing in terms of legislation is
counter productive and is decreasing the chances of
achieving this desired outcome.
What is your assessment regarding the ease of doing
business in Romania?
Doing business in Romania is not particularly more difficult than in other countries, when a company enters
a new market it is normal that they will need to adapt
to local norms and culture. However, this process of
adapting becomes much more difficult when these
norms change too often, as it tends to be the case here.
Predictability, transparency and stability are therefore
key areas on which the country should focus on.
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One key initiative we are working on is in the field of
professional education. It is common knowledge that
there is a shortage of skilled labor. AHK would like to
instill some fresh breath into the professional education system, revitalizing the way practical and theoretical education is imparted on students. We are running
projects such as “Scoala de Carte si Meserie”, “Caravana Meseriasilor” etc. and helping companies integrate
themselves in the system. We feel that well skilled
workers are a priority in order for Romania to remain
competitive in the long run, especially considering the
dominant weight that the manufacturing industry carries for the country’s economy and impending digitalization also changing the business environment.
Renewable energy is an area in which Romania has a
wealth of natural resources to be harnessed – what is
the angle of your work in this field?
We are very strong in the area of green technologies,
including a dedicated team of researchers. For instance,
we are working to develop the waste-to-energy market, a massive problem right now in Romania, especially considering current recycling practices. Clariant and
GETEC are working together on the bioethanol facility, but they also face the same challenge of recycling
agricultural goods. Preliminary steps need to be taken
to grow the biogas and biomass industries, and closer
collaboration between the Energy and Environment
Ministries is paramount in this respect, even in order to
efficiently finalize the country’s national energy plan.

photo: Enel

What are some of AHK Romania’s more impactful
projects that are being worked on presently?

WORKFORCE
a shrinking talent pool
Specialized labor force and low wages have, for years, represented a major competitive advantage for Romania. But for a while now the paradigm has changed,
as the talent pool started to shrink and recruitment has become a real challenge.
Romania’s population has been dwindling steadily since the 1990s both because of a decrease in birth rate and a growing appetite for migration.
In 2018 Romania has seen its lowest birth rate recorded in the last half century,
and all projections point to the fact that the country will continue to experience
very significant population decline by 2050.
Emigration has also been one of the key issues in Romania since the early 1990s.
The problem only got bigger after the country joined the EU in 2007, leading to
an increased weight of high-skilled migration. United Nations Population Division estimated the total number of emigrants to have reached 3.5 million as of
2017, representing approximately 18% of the country’s population. In contrast,
Romania has welcomed very few immigrants during this time - Eurostat data
shows that as of January 2018 the share of non-nationals in Romania was as low
as 0,6%. This outflow migration of skilled labor resulted in labor shortages, skill
gaps, and distorted wage demand.

In the short term, the workforce deficit could reach
1.1 million employees if the
economy grows at the projected rate and no measures are taken to counter
this trend.
Source: PwC, 2018

Unemployement rate
(total)
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3.9% 6.7%
Unemployment rate
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16.2% 15.2%
Sebastian

METZ

General Manager & Board Member
AHK Romania
(German-Romanian
Chamber of Commerce)

Early leavers
from education
(% of persons aged 18-24)
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EU

18.1% 10.6%
source: Eurostat
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One particular issue of the energy industry is that many students want to
steer clear of heavy labor, rendering
the industry rather unattractive.
Moreover, while the country has benefited greatly from increased competitiveness in the market, this has
in turn generated difficulties in terms
of workforce - there are many more
companies in Romania today which
are looking for the same type of skills,
and this makes access to talent much
more complicated.

investment reports

Four years ago we held the first
workshop about the crisis in human
resources. Many students wanted to
steer clear of heavy labor, attracted more by managerial roles even
well outside their field of study or
by moving abroad. [...] The industry
needs to realize that many fresh employees are not being offered livable
wages for current living conditions
in Bucharest, which is causing Romania to lose an extremely valuable
niche of potential future experts.

Petroleum and gas sit at the core of the University’s
specializations. What can you tell us about the current talent pool in this field?

romania population
development & projection
(1991-2050, millions)

1991
23.2

The current situation is not the most favorable due
to the decrease to approximately half the number of
high school graduates over the past five years. To our
regret, there has been a degradation in the quality of
education and the interest of high school graduates for
technical degrees has diminished.

2007
21.1
2019
19.4
2050
16.7
source: Eurostat

Companies are engaging various strategies to tackle this issue: most often they initiate collaborations with relevant universities, and many have started to import workforce or use technology as an alternative. Human resources are becoming an
increasingly important topic in the government’s agenda as well, as they urgently need to formulate and enact policies at a
national level to address all aspects of the crisis.

Claudiu BUTACU
President & Co-founder
EFdeN
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The most notable [issue] is the deficit
of specialized human resources in our
market and becoming ever more prevalent, particularly in the construction
industry. This is a result of Romania
functioning as an exporter of human
resources and the solution is creating an appealing enough local work
climate to encourage people to stay.
We are in a position where we need to
recruit resources from places such as
India, Turkey or Vietnam to compensate for the dwindling local supply.

Horațiu Sebastian CĂLUGĂR
General Manager
CIS GAZ

George CIUBOTARU
Vice President
Electroalfa

We are primarily focusing on improving the efficiency of our processes,
both in terms of business operations
and production. For instance we are
investing €5 million in modernizing
the production capabilities and increasing efficiency. This change is
also driven by the fact that human
resources have become harder to
find in Romania so we are using process automation as a solution.

Andy

BRIGHIDĂU
General Manager
Oil & Gas Recruitment
Workforce has been highlighted as one of the main
challenges faced by the energy industry in Romania.
What do you see as the main causes for this?
There is an abundance of trained personnel that left
Romania in recent years and this has affected all industries. Referring specifically to oil & gas, the crisis
that the industry has gone through in recent years has
affected the workforce severely in the sense that many
specialists decided to shift to other industries. Training
companies have also reduced their activity given the
circumstances.
This means that we are currently at a point where we
need to rebuild the workforce and this is done through
re-establishing training courses, converting people
from other industries and attracting workers from
neighboring countries, such as Bulgaria. One challenge
we are noticing is that we do not have available local
workers with management level expertize - one focus
area is therefore to nurture the talent and prepare people for these higher levels.

This is presently our priority, we want to improve the
quality of education. We look closely at the industry’s
needs with regards to competencies of graduates,
and we also look for new ways to adapt to the requirements of the students and the way in which the
necessary information is transmitted to them. In other
words, teachers also need to adapt their teaching style
to the demands of the new technology.
How strong is the relationship between the university
and the energy sector?
The collaboration takes place on several levels: scientific research activities, solving technical problems, organizing practical work for students and beyond. The
university also benefits from material support from
companies for the provision of laboratories, or sponsorship for scientific and cultural events. For instance,
from sponsorships from economic agents, we have a
laboratory for additive technology (3D printing).
We want the industry to know that the most important help they can offer is to provide practical activities
through internships for all university students. We understand that for commercial companies training more
students requires additional efforts, but their contribution is essential if we want well-prepared graduates.

What are the skills that you are looking for with priority, as applicable to the variety of clients’ needs?
We seek a variety of skills such as drilling, engineering,
subsea security, IT, catering and third party services.
One key element is that we are looking for people with
English language capabilities - the majority of the know
how and technology in the offshore segment is sourced
from the United States, so the terminology used is typically in English. The same is valid when it comes to industry experts and upper management, which tend to
be people from countries with long offshore traditions
like the United States, United Kingdom or Scandinavia.

Mihail

MINESCU
Vice-Rector in Charge of International Relations
& Partnerships with the Economic Environment

Petroleum-Gas University
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LEGISLATION &
REGULATORY
BODIES

A key aspect for the industry is to prioritize medium and
long term thinking, and to avoid as much as possible conflicts over short term gains. Producers may want prices
to grow, suppliers may win if they decrease, but what
is essential is that they remain attached to principles,
even if this may entail losses at certain points in time.
The thing is that if the principles are not respected, in
the long run everybody will come out on the losing side.
Răzvan NICOLESCU

Central Europe Leader for Gas, Oil & Chemicals Sectors, and
Consulting Partner in Romania

Deloitte Romania

Revolution Square, Bucharest
photo: Adobe Stock
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GEO 114/2018 tightens the grip
One of the most controversial and
disruptive pieces of legislation in the
energy industry has been the notorious GEO 114/2018, which upended
many of the norms and processes of
the sector and brought uncertainty
and discontent upon businesses and
investors.
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A ROCKING BOAT
legislation & regulatory bodies
Several pieces of legislation structure the functioning of the Romanian energy market in its various sectors, along with the respective secondary regulatory packages. All of them, however,
underwent repeated and often abrupt changes by means of governmental decisions and emergency ordinances over the past few years. This has regrettably created a perception of unpredictability and mistrust in the Romanian regulatory environment.

President

Prime MINISTER

Klaus Iohannis

Viorica Dăncilă

NEXT presidential
ELLECTIONS

November 2019
NEXT parliamentary
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late 2020 - early 2021
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EPP
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romanian parliament party representation

The Social-Democratic
governing coalition
PSD-ALDE
has a 51.3% majority.

psd
alde
pnl
usr
pro europa
udmr
minorities
pmp
unafiliated
TOTAL

208
31
94
40
23
30
17
12
10
465

On the electricity and gas markets,
GEO 114/2018 drastically curtailed
several dimensions of the progressing
market liberalization.
From April 1, 2019 to February 28,
2022, a price cap of RON 68/MWh
(€10.5/MWh) was set on domestically
produced natural gas. For electricity,
ANRE is to regulate the end price for
household customers during March
1, 2019 and February 28, 2022. All
holders of an ANRE license in the gas,
electricity and thermal sectors are to
pay a monetary contribution of 2% of
turnover from the activities covered
by the license.
In response to the outcry from the industry, the government has partially
rescinded the emergency ordinance
by means of GEO 19/2019, through
which some of the most onerous provisions have been relaxed – such as
limiting the gas price cap only to the
volumes for household consumers,
while allowing competitive prices for
the industry and services. However,
GEO 19/2019 has introduced new
elements, such as the exemption of

coal-fired power plants from the 2%
monetary obligation, which is discriminatory and distorting with respect to
the workings of the competitive market. In hindsight, it is instructive to
find the reasons why such a piece of
legislation was deemed necessary in
the first place. One way to rationalize
it is to read it as a device meant to protect the final energy consumers from
market volatility and raising prices.
As underlined by ANRE’s Vice President Zoltan Nagy-Bege, “Because
there is little competition locally
among producers (Romania is dominated by two big producers which
hold 95% of the market) it was easy
for their prices to follow the trend of
imports. All these elements combined
led to a situation in which the gas
price effectively doubled from RON
64/MWh (approx. €13.5) to RON
130/MWh (approx. €27.5) in December 2018. GEO 114/2018 came as a
response to this drastic price increase
which made it difficult for vulnerable consumers to cover their energy
costs.”
Meanwhile, he also points out that
”There is already an infringement
against Romania at the European
Commission so it is uncertain whether this measure can be maintained for
the full three-year period. It is therefore essential that we implement all
the necessary market mechanisms as
soon as possible.” In any event, the

Johannes BECKER
Partner
TPA Group
Other countries in the region pose challenges as well, but they
seem to hold an advantage in terms of legislative stability. As
an investor you want to be able to plan ahead for at least five
years and that does not seem feasible in Romania at this point,
where more than 200 fiscal changes are made on a yearly basis.

Cătălin NIȚĂ
Executive Director
FPPG
(Oil & Gas Employers’ Federation)

The ministries have several
members with significant experience and understanding
of the industry, but few decisions are actually taken after
serious deliberation, or after
commissioning impact studies. By contrast, Hungary is a
good example of a well-managed regulatory framework,
a country that profits significantly from trade and infrastructure despite producing a
mere 15% of its energy needs.

industry’s reaction to GEO 114/2018
has been unambiguous.
Andrew Costin, President of the Petroleum Club of Romania, did not
mince words: ”[…] there are many laws
that are passed through Emergency
Ordinances that seem to be drafted to specific interests, and that spill
over into other sectors. It is an ad-hoc
legislation and because the impact is
not properly assessed, the legislation
across these sectors becomes incoherent, leading to an unstable and
unpredictable fiscal medium for the
energy industry. […] GEO 114/2018 is
a great example for this”.
romania energy industry 2019
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Zoltan
NAGY-BEGE

GEO 114/2018 and the subsequent modifications brought
through GEO 19/2019 have imposed a price cap for natural gas in Romania, despite the market being liberalized.
What were the reasons behind this decision?

romania energy industry 2019
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The Romanian Energy Regulatory
Authority (ANRE) is an autonomous administrative body under
parliamentary control, entirely
self-financed and independent with
regards to its decision-making process. ANRE is responsible for creating and implementing the appropriate regulatory systems for the
electricity & natural gas markets.

We have also initiated the modification of various trading
methodologies - for instance, we will allow transactions to
take place in EUR and USD which will provide additional
protection against currency fluctuations. For contracts
with a duration longer than one year, we will allow some
flexibility for both prices and quantities - this will broadWhen Romania started on the liberalization path we develen supplier options and trading opportunities in wholesale
oped a calendar that involved a gradual increase in price, in
markets. The only thing missing at the
order to reach a level similar to that
moment to have a market comparaof imported gas. However, in 2016
ble to other European ones are derivwe noticed that the import prices
atives - as the market matures, these
started decreasing, and it became
Although we had in place an
instruments will also appear.
apparent that if we continued
obligation to trade gas on cenwith the initial plan the domestic
tralized markets, these were
Protection of vulnerable consumprices would soon surpass them.
not mature or liquid enough yet.
ers was a founding element for this
Under the circumstances, the GovWe were also missing essential
change. What measures are being
ernment (after long consultations
considered by public authorities to
with the European Commission),
mechanisms such as the dayaddress this pressing issue?
decided to liberalize the wholesale
ahead or intra-day market. In
market ahead of time, starting with
2017 the import pricing started
During this time in which we can still
April 2017.
increasing, and in parallel Roapply the RON 68 (approx. €14.4)
mania reached a historical low
price cap it is important that the GovThis measure has been implein terms of production, extremeernment identifies the appropriate
mented for a limited period of
means to ensure the protection of
three years. What actions will be
ly challenging especially during
vulnerable consumers. For the time
taken during this time to address
winter time.
being the price cap acts to the benefit
the remaining problems?
of all residential consumers, including
All these elements combined led
those that are not actually in need of
There is already an infringement
to a situation in which the gas
subsidies.
against Romania at European
price effectively doubled. GEO
Commission level so it is uncerWhat is proving extremely difficult
tain whether this measure can be
114/2018 came as a response
is the process of actually identifying
maintained for the full period. It
to this drastic increase which
these vulnerable consumers. Initial
is therefore essential that we immade it difficult for vulnerable
estimates show that about 20% of
plement all the necessary mechaconsumers to cover their energy
the population is in this situation, and
nisms as soon as possible.
costs.
to identify everybody entails a tremendous workload for local authoriIn 2018 we put great efforts into
ties. We have not yet seen concrete actions in this direcimplementing the day-ahead & intra-day markets. Now we
tion from the Government but we hope this will start being
need to maintain them and ensure they are functioning cortreated as a priority. ANRE is willing to offer all the support
rectly. Starting with May 1st 2019 we also have a balancing
and expertize that it has available in the process.
market in place.
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ANRE is presently working on an initiative to make PPAs
(Power Purchase Agreements) available in Romania - one
of the key issues renewable energy producers are facing.
What progress has been made so far?
The issue is rooted in Law 123/2012 which changed many
rules in the wholesale market. One of its articles mentions
that wholesale transactions need to take place on centralized markets, with a few exceptions (for instance renewable production capacities lower than 3 MWh).

all the changes unfolding at once. It is also important to be
thorough in our work and communicate openly - FPPG has
recently commissioned an in-depth study regarding the gas
market which I see as a great starting point to address some
of the challenges.
Producers and distributors will each look at the data based
on their own interests, but I hope it will also stimulate cooperation and set a good example for working together in
other areas as well.

Given that only companies that are already producing and
hold a license are able to trade on OPCOM, this obligation
made it impossible for renewable energy producers to close
PPAs and secure financing for their projects. This is one of
the reasons why Romania has not seen new capacities developed in recent years.
Since last year we have been working on a solution for this,
namely we plan to create a platform within OPCOM where
companies can trade energy even if they have not reached
production phase yet. We still have some small hurdles to
overcome but most likely the platform will be available during the summer of 2019.
Another improvement we are working on has to do with
the fact that quantities and prices are currently fixed for
OPCOM transactions - this is a great disadvantage for renewable energy which is by nature variable. We initiated an
amendment to the regulation that allows some flexibility in
terms of quantities, and also the use of price formulas. The
project is 90% ready and we are certain that it will go live
by the end of 2019.

Lack of stability in legislation is just as much a
challenge for us. Since 2010, Law 220/2008
which deals with renewable energy has been modified at least once or twice every year and it is easy
to understand why an investor would be reluctant
to enter the market. Similarly, GEO 114/2018 has
kept us busy for the past four months, time that
I trust could have been used much better, for instance to couple the day-ahead market with Austria and Germany.

Lack of a stable regulatory framework is the problem most
often remarked by industry members. What causes this
lack of stability & what do you see as a possible solution?
One solution going forward is to tackle issues step by step last year, when we started rolling out the new market mechanisms, industry players had a tough time keeping up with
romania energy industry 2019
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for de-risking investment in low carbon emissions energy
sources, to incentivize investment in new nuclear plants
and utility-scale RES capacities.

Key pieces
of legislation

photo: Adobe Stock

Law No. 184/2018 brought, apart from changes to Law
220/2011, the concept of prosumer, with the specification
that prosumers that own RES capacities of no more than
27 kW in capacity can inject in the grid the electricity produced in excess, at the average price of OPCOM’s the DayAhead Market in the previous year.
The stability and predictability of the energy sector’s regulatory framework looms large as a principle in the National
Energy Strategy 2019-2030.

The exploration and production of oil & natural gas is regulated by the Oil Law No. 238/2004.

For any activity of power generation and thermal energy
produced by cogeneration, as well as trading, transport,
distribution and supply of electricity and natural gas, the
master document is Law No. 123/2012. This has also undergone repeated changes, with the latest one having occurred in 2019. In particular, Law 123/2012 provides for
the above mentioned restrictive centralized market obligations (CMO) for both electricity & natural gas.
The public support for renewable energy sources has
taken place by means of Law No. 220/2008, which put in
place the tradable green certificates (GCs) system.
The support scheme stopped taking in new RES capacities
at the end of 2016. The government is currently considering implementing contracts for difference, an instrument

The draft National Energy-Climate Plan (NECP) for 20212030 is mandatory under the new EU Directive on Energy
Governance.
The final form of NECP is due at the end of 2019, after extensive consultations with the stakeholders, the neighboring member states and the European Commission. While
basically aligned with the energy strategy, the draft NECP
is more detailed and extensive in its coverage of Romania’s
energy and climate commitment for 2030. Nonetheless, its
ambition level has been widely assessed as underwhelming, especially with regard to the RES and energy efficiency
targets. In response to the draft NECP, the Commission has
already proposed a considerably higher RES target for Romania of 34%, as opposed to the 27.9% advanced in the
NECP paper.

Mihai G. POPA
Corporate Legal
Department Director
E.ON Romania
In order to have a balanced regulatory environment, and generally if we want to establish adequate
parameters for the energy industry, we need to pay more attention to the dialogue between industry members and public authorities. The principle of transparency should be more valued, because
it would decrease the level of contests and litigations that we are seeing at present time.
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How does the European Network
& Information Security Directive
affect the energy field?
As part of its cybersecurity strategy, the European Commission recently passed
the Network and Information Security (NIS) Directive, which facilitates implementation of stronger cybersecurity controls and breach reporting capabilities
for private and public entities that manage critical networks. Twenty-two EU
member states have already transposed the directive into their local legislation.
When in comes to cyber warfare, state actors’ priority is industrial infrastructure,
which powers the daily lives of cities. From nuclear or hydro electrical power
plants, to oil & gas-refining and water-filtering stations, one thing is common:
SCADA systems, used to monitor and control plants or equipment.
SCADA systems have been critical components of any industrial system since
the 1960s and cybersecurity was only an afterthought. Initially running only in
isolated environments, now, many of them are left exposed to the public on the
internet.
photo: pixabay.com

The law defines the framework of petroleum agreements,
the types of petroleum operations, the royalties to be paid
by the oil & gas producers. For the offshore production,
the terms have been modified by means of the Offshore
Law No. 256/2018, which introduced a new fiscal regime
by adding, next to the royalties, a progressive tax on the
”supplementary revenue” resulting from the deregulation
of the natural gas price.

Although not officially committed to by the Romanian Government, the document outlines the country’s policy priorities, keeping in mind its EU energy-climate obligations and,
more consequentially, lists four investment ”objectives of
national interest”: two new nuclear reactors in Cernavoda,
the pumped storage hydro-power plant at Tarnita Lapustesti, another hydro-power complex on the Danube, at Turnu
Magurele-Nicopole, and a new lignite-fired power plant at
Rovinari. However, the economic and environmental viability of every single one of these projects is contentious.

investment reports

Significant risk resides with SCADA systems used for industrial system and national electrification control, which rely on complex communication networks for
the distribution and resilience of control data. Major efforts are undertaken for
implementing and enforcing security controls for these systems, but cyber-attacks take many forms.
State sponsored cyber-operations have now clear objectives and follow pre-defined, well tested techniques, tactics and procedures. Considerable resources
are invested in threat intelligence and security research. The adoption of the
NIS Directive is an important step on this road, but it is only a small step. Clear
mandatory procedures and guidelines on how these systems will be developed
and tested are still to be defined. The directive now imposes to organizations
managing critical network infrastructure to report the incidents to the designated national incident response body, which will most likely require a periodic
audit and security testing of the infrastructure capabilities. But a clear approach
on what and how these tests should be carried out is missing.
By comparison, for the financial sector, the European Central Bank has released
the TIBER-EU (Threat Intelligence-Based Ethical Red Teaming) framework and its
supporting documentation. Financial institutions now have to undergo complex
scenario-based attacks executed by teams of ethical hackers and tests are to be
performed on live production systems by specialized certified teams. As critical
infrastructure of financial industry also falls under NIS Directive, these tests may
replace the mandatory/periodical audit required by local legislation related to
NIS Directive.
Taking this type of testing to SCADA infrastructure is, of course, not an easy step,
but definitely a necessary one. Safeguarding these critical assets will become an
important objective for governments, since health and safety of its citizens and
economy stability are key priorities.

Adrian Ifrim
Manager Risk Advisory
Deloitte Romania

Andrei Ionescu
Risk Advisory Partner
Deloitte Romania
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What are some of the key legislative
changes that impacted the Romanian energy market in the past twelve
months?

Expert Opinion article

Smart metering systems &
personal data protection concerns

BJ: The Oil & Gas Offshore Law entered into force after intensive debate,
which was a positive thing because
it eased many of the investors’ uncertainties and doubts. The law also
raised concerns, for example regarding the fairly onerous “windfall tax”.
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15 October 2018 was the starting point when the national regulatory authority
for the energy market published the framework conditions for the implementation of smart metering systems (SMS) in Romania. Between 2019 and 2028,
the distribution system operators will design and approve the calendar for the
implementation of the SMS, being able to determine in detail the real electricity
production and consumption for all network users of their concession. Implementation plans will be done separately for each village or, in urban areas, for
each perimeter related to the main electricity transformers, taking into consideration the economical effectiveness, security in supply and ensuring competitiveness in the electricity market. According to the authority requirements, the SMS
will achieve a better management of the entire energy system, will optimize the
consumption of electricity and last, but not least, will increase the quality of the
distribution for the benefit of the network users.

SMS also pose challenges from the point of view of data protection, as they
imply processing of personal data. In the complex ecosystem of energy distribution, especially considering the regulatory obligations to unbundle services
in Romania, it is crucial to correctly identify the role of the involved players (distributors, sellers) in processing personal data through SMS, to determine if there
are any controller-processor or joint controller relationships. Depending on their
role, one or more entities in the chain will be responsible with complying with
the GDPR requirements (which are quite significant). Another challenge is identifying the correct legal basis for data processing – on this issue, the national
legislation (ANRE Order no. 177/2018) sets out certain specific obligations in
relation to the processing of personal data through SMS, but it is not sufficiently
clear and comprehensive in its integration of GDPR principles. Moreover, the
implementation of SMS also triggers the obligation to perform a Data Protection
Impact Assessment (DPIA), based on a specific procedure and template set out
by the Smart Grid Task Force organized by the European Commission.
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Bryan
JARDINE
Partner

Wolf Theiss

The renewable energy sector in Romania has undergone changes in
leaps and bounds over the past decade – how would you describe the
current business climate?

Dana Dunel-Stancu
Head of Energy and
Natural Resources
Biris Goran SPARL

Flaviu
NANU
Counsel

Wolf Theiss

Dana Ududec &
Roxana Guiman
Partners
PrivacyOne in alliance with
Biris Goran SPARL

FN: On the plus side, the Offshore
Law provides that the tax regime will
not change throughout the duration
of the petroleum agreements which
brings the much needed stability investors were looking for. The level
of royalties made for relatively good
news as well as they have been kept at
13,5%, a similar level to the onshore
ones. Also, similar to onshore producers, offshore ones must sell at least
50% of the production on a centralized market, in a transparent, public
and nondiscriminatory way.

Wolf Theiss is a full service law firm
that opened its office in Romania in
2005. The firm has four core areas: banking and finance, corporate
M&A, real estate and dispute resolution, all of which spill across the
energy sector.

BJ: There was a great deal of optimism
initially, leading up to Law 220/2008
which created a very attractive investment climate and resulted in a “golden age” for renewables in Romania.
Unfortunately, the legislation subsequently changed and the subsidies
were scaled back which led to a real
crash in the market. The current business plans no longer account for state
subsidies, they are focused solely on
the revenue that can be generated by
the sale of electricity.
FN: At present, there is a sense of
cautious optimism prevailing in the
market. Whereas two years ago most
projects were in distress, now they are
slowly starting to sell their energy as
well as green certificates to a certain
extent. Our clients are not building
new projects but they are operating
existing ones and their sense is that

the changes brought in 2018 were
beneficial.
Romania is in a leading position in the
region from a resource standpoint.
How does it compare when the regulatory aspect if also factored in?
BJ: The regulatory environment in
Romania is not particularly more onerous than other countries in the region
and the existing regime is generally
amenable. The richness in resources
no doubt strengthens its position – for
example, no matter how attractive the
regulatory regime may be in a country
like the Czech Republic, they are not
going to be able to extract natural resources (e.g. oil & gas) that either do
not exist or are simply not economically viable there.
What is the vision for Wolf Theiss in
Romania looking forward, particularly regarding your work in the energy
and resources arena?
BJ: The energy sector remains very
attractive for us, and is an industry
where we are very well positioned to
assist. Romania is blessed if we look at
remaining available natural resources
and there is a great deal of work yet
to be done. Despite the negative press
that Romania has received on occasion we are still witnessing significant
investor interest in the country, generated in part by the fact that there are
not many other neighboring destinations that are more attractive.

Romania needs to work
through its issues surrounding the regulatory and legislative framework, but its fundamentals remain strong and
attractive.
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I would like to stress that liberalization is only a means to an
end, and not and end in itself. Proper free market management serves everyone’s best interest at the end of the day,
offering long term security, the backbone for fair treatment
of vulnerable customers provided the right instruments are
used, and a more attractive environment for what are necessary investments.

Sébastien ZIMMER
Partner

Emerton

Constanța Harbor
photo: Adobe Stock
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While virtually all domestic oil production is done by OMV Petrom, the landscape of gas producers is more diversified and competitive. According to ANRE,
in 2017, 47.7% of the entire output was produced by OMV Petrom, followed by
Romgaz with 46.9 %. The remaining 5% or so was divided among several small
independent gas producers: Amromco Energy, Hunt Oil, Foraj Sonde, Raffles Energy, and Mazarine Energy.

OIL & GAS PRODUCTION IN ROMANIA (2018)
oil output - 3.6 MT (-2% from 2017)

OIL RESERVES - 100 MT

onshore exploration & production

photo: Adobe Stock

WORLD’s FIRST

OIL CONSUMPTION - 10.2 MTOE

IMPORTS 2018 - 65% OF DOMESTIC CONSUMPTION
GAS OUTPUT - 9.5 BCM (-3.7% from 2017)

The first industrial production of oil in the world was registered in 1857 in the Romanian Principalities of Wallachia and Moldova: 275 tons, most of which was extracted in Dambovita, Prahova, Bacau and Buzau regions. In the same year, the first oil refinery was commissioned in Ploiesti,
while Bucharest became the first city to use kerosene for lighting.

GAS RESERVES - 100 BCM

GAS CONSUMPTION - 10.9 BCM

IMPORTS 2018 - 10% OF DOMESTIC CONSUMPTION
Romanian oil production has reached a peak of 15 million tons (mt)
in 1976 and 1977, followed by a steady decline,
caused by intensive extraction.

source: BP Energy Outlook 2019
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For the following decades, until 1900,
the Romanian oil production ranked
fifth in the world, after the United
States, Russia, Mexico and the Dutch
Indies. The first industrial capture of
gas took place near Ploiesti, and in
1924 the city became the first in the
world to be heated and lighted with
associated gas. The modern oil & gas
industry is well aware of its notable
past: “In Romania specifically, energy
is a proud industry, with a 160 yearold history and the first refinery in the
world, an outsourcer of know-how,
talent and equipment. We should not
let the world forget, and we should
not ourselves forget“ says Catalin
Nita, Executive Director of Oil & Gas
Employers’ Federation (FPPG).

Adrian VOLINTIRU
CEO
ROMGAZ

Many generations will come
after us, so we should make
sure to use resources as mindfully as possible. Gas is a fossil fuel that will be exhausted
over time, and in Romania
the quality of methane gas
is among the highest in the
world (99% pure methane),
even more reason to be mindful about how we extract value from it.
For instance we can develop
further into petrochemistry,
in fact as a company we are
already making steps in this
direction.
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ACTIVE PERIMETRES FOR EXPLORATION, DEVELOPMENT & EXPLOITATION

OIL & GAS
MARKET STRUCTURE
Romania is the largest natural gas producer of Central and Eastern Europe. Production is dominated, by far, by two major players, Romgaz and OMV Petrom,
with almost 95% of output between them, with the rest split among several
small independent producers. At a relatively constant level of gas demand over
the past years, any drop in domestic production must be compensated by increasing imports.
As of 2017, there were seven importers of natural gas in Romania – sourced
entirely in the Russian Federation: WIEE AG, Dexia, Imex Oil, Trafigura, Vitol Gas
& Power, Future Energy and Gazprom Schweiz AG. One year later, a new player
joined the line-up: AIK Energy.
The approximately 10 mt of crude oil used yearly in Romania are processed in
the country’s four remaining refineries – out of which only three are producing fuel, totaling a capacity of 12 mt/year (down from no less than 34 mt in
1989): Rompetrol’s Petromidia, in Navodari (owned by KMG International), OMV
Petrom’s Petrobrazi, near Ploiesti and Lukoil’s Petrotel, also near Ploiesti. Vega
refinery, also owned by Rompetrol, is the country’s sole producer of n-hexane
and bitumen.

TITLE HOLDERS
1. ADX ENERGY PANONIA S.R.L.
2. S.C. AMRO GOLD OIL S.R.L.
3. AMROMCO ENERGY S.R.L.
4. AMROMCO ENERGY S.R.L. + OILFIELD EXPLORATION BUSINESS SOLUTIONS S.A.
5. BLACK SEA OIL & GAS S.R.L. + PETRO VENTURES RESOURCES S.R.L. + GAS PLUS INTERNATIONAL B.V.

GAS OUTPUT BY COMPANY

6. BLACK SEA OIL & GAS S.R.L. + S.C. TRANSATLANTIC WORLDWIDE ROMANIA S.R.L.
7. S.C. CARPATHIAN ENERGY - COMPANIE PETROLIERA S.R.L.
8. CLARA PETROLEUM LTD

OTHERS

5.4%

9. OMV PETROM + EXXONMOBIL EXPLORATION AND PRODUCTION ROMANIA LIMITED
10. SNGN ROMGAZ S.A. + LUKOIL OVERSEAS ATASH B.V. + PANATLANTIC LTD

OMV-PETROM
ROMGAZ

47.7%

46.9%

11. NIS PETROL S.R.L.
12. NIS PETROL S.R.L. + EAST WEST PETROLEUM CORP
13. OILFIELD EXPLORATION BUSINESS SOLUTIONS S.A.
14. OMV PETROM S.A.

source: ANRE

15. OMV PETROM + HUNT OIL COMPANY OF ROMANIA S.R.L.
16. PANFORA OIL AND GAS S.R.L
17. S.C. PETROMAR RESOURCES B.V. + PETROMAR RESOURCES S.A.
18. PETRO VENTURES EUROPE B.V. + BLACK SEA OIL & GAS S.R.L.

Most oil products thus produced are for a domestic market of about 9 mt/year,
with the rest – especially diesel and gasoline – exported in the neighboring
countries. The Romanian fuel retail market consists in about 2,600 stations. 35%
of this market belongs to OMV Petrom, followed by MOL, Rompetrol, Gazprom
and Socar. About 600 fuel stations are independent.

19. RAFFLES ENERGY S.R.L. + ZANITH RESOURCES S.R.L. + PXOG MASSEY LTD
20. SNGN ROMGAZ S.A.
21. SNGN ROMGAZ S.A. + RAFFLES ENERGY S.R.L.
22. SAND HILL PETROLEUM ROMANIA S.R.L. + PANFORA OIL & GAS S.R.L.
23. SERINUS ENERGY ROMANIA S.A. + OILFIELD EXPLORATION BUSINESS SOLUTIONS S.A.
24. STRATUM ENERGY ROMANIA
25. SC UNIVERSAL PREMIUM S.A.
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Romgaz is close to completing construction of Iernut power plant, one
of the few modern pieces of energy
infrastructure in Romania since the
1960s-1970s. What were the circumstances surrounding this investment?

Adrian
VOLINTIRU
CEO

Romgaz

Romgaz is the largest natural gas
producer and the main natural gas
supplier in Romania. It is a joint stock
company whose majority shareholder
is the Romanian State, owning a 70%
stake. The company celebrates 110
years of existence this year.

We took over Iernut power plant in
2013, as part of an enforcement process due to non-payment of certain
debts. Nobody was particularly happy with the solution at the time, but
it seemed like the only way to recover
the losses. Rather than looking at it as
a burden, a cost center, we focused
on options to turn it into a profitable
one, and also decided early on that we
would be using only the best technology available. We are happy to see the
construction is progressing very well,
and we expect that it will be up and
running in the first trimester of 2020.
This experience has really opened
our appetite to develop new projects, especially since there are few
companies in Romania that are able
to undertake such large investments.
We chose to develop the 500 MWh
gas based power plant in Mintia, and
we are in the process of acquiring the
land, which will be under exclusive
ownership of Romgaz. We aim to start
construction in 2020 and we are in
talks with potential partners for several other construction plans, because
there is a great need, as well as opportunities for this in Romania.
You have recently announced your
plans to expand into renewable energy. Why have you chosen this sector
as one of the strategic directions for
the future?
We considered the fact that Romania
is still an importer of energy, and also
the fact that it is not yet truly diversified. The largest share of energy presently comes from hydro, and a small
part of it is gas-based. In the coming
years over 220 MWh of coal will have
to be discarded, because of environmental norms in place, and this will
create a gap in the market that we are
happy to fill.
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A higher share of renewable energy is
also beneficial for balancing consumption quantities. If you have a diversified mix, the various sources can complement or replace each other when
necessary. Finally, we believe strongly
that clean energy is the energy of the
future.

Legislation is a big challenge
of course, to work in this market one needs a great deal
of agility, in order to adapt
with ease to sudden changes
and without complaining too
much. GEO 114/2018 served
us well in this sense - we were
just deciding whether to expand into renewable energy
at the time, and this reinforced our feeling that is was
the right move.

What are the key objectives Romgaz
will be pursuing in the next two-three
years?
We have a market study underway
that is assessing opportunities in the
petrochemical arena, a very interesting option for us. Other priorities are
the expansion into renewable energy,
developing our offshore capacity and
extending internationally in a calculated but persistent manner. Specifically, we are in contact already with
the National Gas Company in Poland,
and also in incipient talks with SOCAR
in Azerbaijan. We will see in the next
period which opportunities carry the
most value.

EXPLORATION & PRODUCTION
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OMV Petrom is the largest
producer of oil and the second largest producer of gas in
Romania. The company has
a refinery in Petrobrazi that
produces fuel, and a gas fired
power plant covering between
5-10% of the total market
needs.

OMV Petrom is the largest private
investor in Romania. What are your
strategic priorities at the moment?
Most of our investment budget is focused on upstream activities – core
operations are in Romania, but we
also have operations in Kazakhstan. In
Romania, most fields are mature and
facing declining production; therefore,
high investments are required to mitigate this natural decline. In our other
business divisions, the need for investment is lower because we had major
modernization programs completed in
recent years. For example, Petrobrazi
refinery benefited from approximately
€1.6 billion for modernization, including filling stations.

We invest, on average, approximately €1 billion each
year and this since mid 2000s.
Basically, we reinvest most of
our operational profit.
In downstream gas, we invested €530
million to build the gas fired Brazi
power plant, which was commissioned
in 2012 and is the largest greenfield
project in power generation in Romania over the last decades. Brazi power
plant plays an active role in securing
Romania’s power supply, covering demand during peak consumption times

Franck Albert
NEEL
Member of the Executive Board
Responsible for Downstream Gas

OMV Petrom

and providing balancing capacities to
complement increasing power production from energy sources. 2018
was a very good year for our power
plant, whose production covered 6%
of Romania’s demand.
What are the biggest hurdles you
are facing in Romania presently, and
what would be your suggestions for
improvement?
When GEO 114/2018 was made public at the end of 2018, it was very clear
that we face a substantial, structural
shift in the Romanian energy market. After a long, fairly complex and
not without delays gas market liberalization process, and after barely
two years of liberalized gas market,
we went back to a regulated status.
Amendments brought to the Ordinance by GEO 19/2019 answer some
of the concerns expressed by the oil &
gas industry. Returning to unregulated gas prices for industrial customers
represents an important step towards
a liberalized gas market and this process should continue.
We believe a liberalized gas market
can exist with the right mechanisms
in place to protect vulnerable customers, in accordance with the existing good European practice. Together
with FPPG we looked at measures
that have worked in other countries
and put the ideas forward to regulators. We are now in discussions on
possible schemes and how vulnerable
protection mechanisms could be implemented in Romania. But best prac-

tices show that these mechanisms to
protect vulnerable customers should
not threaten production and security
of supply. I think better interconnectivity in the region is also important, to
ensure a broader base of supply, and
to open the opportunity to import gas
when there are cheaper alternatives
regionally.
OMV Petrom holds an important
stake in the Black Sea and is now
evaluating whether to move ahead
with the final investment decision.
What criteria are you considering
with priority as you are making this
decision?
The Neptun Deep project is a huge
opportunity for Romania: to increase
revenues to the state budget, create
new jobs, secure Romania’s gas needs.
Usually, for such large-scale projects,
many pieces of the puzzle pieces
need to be aligned: such as regulatory
framework, fiscal stability, competitive terms, liberalized gas market and
key infrastructure.
Deepwater projects are large scale investment, billions of dollars have to be
invested upfront. That’s why stability
and predictability are of crucial importance.

romania energy industry 2019

39

EXPLORATION & PRODUCTION

investment reports

investment reports

EXPLORATION & PRODUCTION

photo: pxhere.com

UNTAPPED POTENTIAL

Saniya MELNICENCO
President
ROPEPCA

Onshore companies currently
ensure more than 90% of Romania’s energy independence in
terms of natural gas supply ... In
terms of geology, we believe the
potential for deep onshore projects is underestimated at the
moment, as there are massively
unexplored areas and most of
the data we have available dates
back to the 1970s and 1980s. To
understand the true potential,
there is a great need for further
investment in exploration.
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Romania has significant gas reserves, both offshore and onshore. Offshore, the
estimates of the finds so far add up to more than 100 bcm. Onshore, the discovery made by Romgaz in 2017 at Caragele field, estimated at 27 bcm, is the
largest discovery over the past three decades. Besides, there is a virtual consensus among geologists on the untapped potential of the country at depths
greater than those drilled so far. Tapping into these resources – aside from the
uphill battle with the natural decline of production – requires tens of billions
of euros worth of investment, as well as a friendly and incentivizing regulatory
environment.

ANNUAL
maximum
gas
IMPORT
capacity
14.35 bcm

ANNUAL
maximum
gas
EXPORT
capacity
1.58 bcm

Enhanced recovery techniques and field redevelopments have great potential,
against the background of mature and fragmented fields of the country. In fact,
some players are already capitalizing on this potential. In the crude oil sector,
Mazarine Energy has developed a business model centered around the concept
of redeveloping concessions it has bought from OMV Petrom. “We managed to
grow production in some of the fields by up to 50% and re-started production in
other four concessions in the first year with minimal investment. Thereafter we
started applying international re-development best-practices. We began acquiring 3D seismic data and concluded that our bet was right, there were additional
oil resources that had not been noticed before, which amounted to a couple of
million oil barrels,” said Spencer Coca, the company’s Country Manager.
The success of this sort of operations, though, depends on the associated ecosystem of oil service companies. In effect, oil services are critical in satisfying the
operator’s need of reducing production costs. ”Romanian deposits are typically
mature with a natural decreasing production. The resources left are located at
far greater depths, which means the investments required to reach them are also
higher. The idea pursued by many producers in this circumstance is to use the
most advanced technologies and increase the recovery rate,” says Vasile Mogos,
General Manager of CDI Oilfield Services.

Unlike its neighboring states, Romania has not had a licensing round for
almost a decade. The 11th licensing
round has been long awaited, and yet
repeatedly postponed, year after year,
on account of various other regulatory grounds. ANRM (National Agency
for Mineral Resources), has finally announced in July 2019 that it will open
up new perimeters for exploration and
production this year.

ANRM launched
The 11th licensing
round opening up
28 new perimeters:
22 onshore &
6 offshore

The industry is hopeful about this:
“We know that the National Agency
for Mineral Resources has been working on a new licensing package, which
will open up 28 perimeters. The 11th
licensing round was just announced
this summer. Now there is a great
window of opportunity for Romania to benefit from new investments
that should not be missed. That’s why
issues like data access and declassification, as well as the consolidation of
the National Agency for Mineral Resources should be addressed to make
the next licensing round successful”,
added Saniya Melnicenco, President
of ROPEPCA.

ISSUES FACED BY PRODUCERS
Meanwhile, though, ANRM must modernize its methods so as to facilitate preliminary knowledge and data access by prospective investors. The agency still
operates under an outdated secrecy law, with unjustifiably restricted access to
geological data – not to mention the lack of digitalization of archives and the
ability to access data online, which is an endemic issue of the Romanian administration in general.
Another type of hurdle stemming from unclear or inadequate legislation is the
issue of land access for geological exploration works, in which the operators
receive basically no support from the state in exerting their legal right of land
access for provisional works. In effect, the exploration companies must get the
legal agreement of each and every individual land owner, which, for a typical onshore block, means hundreds, if not thousands of owners. Any disagreement in
practice results in protracted litigation in court, which makes exploration works
exceedingly time and capital consuming.

Phil CHRISTIAN
Country Manager
Sand Hill Petroleum Romania

For exploration companies one challenge is always land access as we
need to cover large contiguous blocks with seismic surveys. The Petroleum Law grants these access rights but an involved and lengthy
process is required to exercise these rights. In our EX-1 block for example, we estimate that we’ll interact with as many as 3000 different land owners or lessees. We must knock on every door to obtain
their agreement.
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What progress has been made so far in the two blocks
owned by SHPR?
We are purely in the exploration phase at the moment,
having already drilled a well. We plan to drill more as
soon as it is practical based on the outcome of new
3D seismic data that we acquired in late 2018, early
2019. We’re quite pleased in that in only 2 years of
operatorship, we’ve managed to complete a solid work
program, with moreinvestment
to come.reports

Spencer

COCA

Country Manager
Mazarine Energy
In Romania, Mazarine Energy has focused its work on
redevelopment of mature oil fields. What was the rationale behind this strategy?
The reason stemmed from our belief that this is the
most profitable activity in the oil & gas sector in Romania. Should the 11th exploration bidding round be
launched, we do intend to participate but we do not
believe that the greatest success will come from onshore exploration. Given the 160 years long history of
this industry in Romania and the fact that more than
62,000 hydrocarbon wells were drilled during this
time, the chances to find new major oil fields are relatively low.
Despite recent turbulences in legislation, you acquired new perimeters this year. What maintained
your appetite for investment?

How would you assess the local business climate?
We have found a professional and generally cooperative bureaucracy in both ANMR and ANRE which oversee our industry. Unfortunately, there has been some
deterioration in the fiscal/legislative environment since
our arrival in 2017, of which the recent GEO 114/2018
is an example. Another example, is the benchmark
price for royalties that are imposed on gas sales. This
can significantly increase the royalty rate paid to the
government on produced gas volumes, thereby lowering the value of the project overall. We are hopeful that
as the government matures and develops confidence
that the major players in the industry are looking for
win-win solutions, an industry-friendly legislative environment will emerge.
As you can imagine, the contractors working in the Romanian oil & gas business are extremely professional
and experienced. They are of the same level as you
would find around the world – as you would expect
as many of them work internationally. All of the necessary specialists and equipment are available here to
successfully complete our work and we have found the
prices very competitive relative to other markets in the
world.

romania energy industry 2019

THE CENTRALIZED MARKET
OBLIGATION (CMO)
& complementary REGULATIONS
While oil, be it crude or refined products, is traded in a completely liberalized
fashion, following the relevant international benchmarks, the Romanian natural
gas market has always been regulated.
There are currently three authorized centralized platforms for gas trading in
Romania: BRM (Romanian Commodities Exchange), OPCOM, and Humintrade.
Overwhelmingly, the domestic gas trade so far has taken place on BRM. With
the introduction in 2016 of the so-called centralized market obligation (CMO),
by which producers, traders and suppliers were mandated to trade at least 30%
of the volumes produced or purchased, respectively, on a centralized market
platform, the total gas volumes traded wholesale on BRM increased year by year,
from a mere 16 TWh in 2016 to 71 TWh in 2018. However, as pointed out by
Emerton (2019), the 2018 BRM total gas trade was about nine times lower than
on the closest gas hub at CEGH, Austria.
Moreover, in spite of the centralized market obligation, the liquidity on the centralized market has remained rather low. One of the main reasons for that has to
do with several regulations since the beginning of 2018, which have disincentivized the domestic production of natural gas.
In chronological order, they are the following:
The introduction of a calculation method for the due gas royalties by reference to the day-ahead price on the Central European gas Hub (CEGH) in
Vienna, by means of Order 32/2018 of the ANRM President. On average,
though, the CEGH index was in 2018 about 28% higher than the average
monthly price on BRM, to the effect that the royalty payments are disconnected from the Romanian sale prices.

A revision in 2018 of Law No. 123/2012 on Electricity and Natural Gas
raised the CMO to 50% for the domestic gas producers, while giving ANRE
the authority to raise the mandatory quota even further, on a yearly basis.

Phil

CHRISTIAN
Country Manager
Sand Hill Petroleum Romania

Governmental Emergency Ordinance (GEO) No. 114/2018 introduced in
December 2018 several highly consequential changes: it capped the sale
price of domestically produced gas at RON 68/MWh from March 2019 to
February 2021, and it introduced a 2% extra tax on the turnover of energy
companies.

photo: pxhere.com
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The increase of the supplementary revenue tax paid by domestic gas producers on the difference between the actual sale price and a pre-given
threshold of RON 47.5/MWh set in 2013. While the supplementary tax
used to be 60% of that difference, Law No. 73/2018 has introduced a new
threshold: above RON 85/MWh, the due tax becomes 80% of the difference from the RON 47.5/MWh reference.

We were not discouraged by the changes in legislation because they affected us much less compared to
some of our peers, since they primarily targeted gas
producers. We do produce some gas but only associated with our oil production, and we do not sell it directly. Instead, through our five Gas-to-Power units we
transform it into electricity and sell it on the OPCOM
market. This means we were only affected by the 2%
turnover tax, that only applies to the electricity we sell.
It is not a simple coincidence though. When we acquired these concessions we purposefully stayed away
from gas, and focused instead on oil assets. Historically
speaking, in Romania there have never been interventions in the oil market, which evolved exclusively based
on international quotations. We believe that things are
likely to continue in the same manner, so we will maintain our strategy to focus on oil.
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Sébastien ZIMMER
Partner
Emerton
The market, while showing signs of improvement, was far from perfect even
before GEO 114/2018. There are two main reasons for this and the first is
that the wholesale gas market has been illiquid and erratic, resulting in a lack
of trust in the market as an efficient channel of gas supply. This challenge
would only be made worse by the obligation to sell half the production on the
wholesale market, which is a simplistic condition that only addresses yearly
volumes. This obligation is too constraining for producers, while at the same
time not being constraining enough because it does not touch upon the matter of the calendar of sale. It is key to design a system in which volumes are
traded with regularity, as in any other healthy, predictable and liquid market.
Intuitively one would think that simply increasing volumes would fix the matter, but in reality this would be very damaging to the wholesale sector. What
we propose is to introduce a new type of daily and monthly obligation, which
would impose a strict calendar for producers, creating predictability. Such
regularity would substantially improve the market liquidity itself, as well as
the overall confidence in it. In addition, we recommend reducing the volume
obligation from 50% to 12%, which should ease the burden of producers and
counterbalance the calendar obligation we are proposing.
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What are the key commodities traded on the Romanian Commodities Exchange and how does energy fit into
your portfolio?

All in all, these regulatory changes
have had a negative impact on the
upstream oil & gas segment. Absent
adequate amendments to the current
regulatory framework and the due
consultations with the sector’s stakeholders before the introduction of any
consequential piece of legislation, the
oil & gas industry faces a clear prospect of dwindling domestic production.
In response to the market’s reaction to
the overwhelmingly negative effects
of GEO 114/2018, the government
rescinded parts of it by means of GEO
19/2019, by which the price cap on
domestic gas has been kept only for
household consumers.
Nonetheless, it would be squarely
unwarranted to blame all the current
troubles of the natural gas market on
GEO 114/2018.

Gabriel
PURICE
President

BRM

(Romanian Commodities Exchange)
BRM was established in 1992. Its
portfolio includes more than 1,500
clients, both public and private, and
its turnover in 2018 amounted to a
total of €2.8 million.

Gas price level in Romania (BRM) compared to Austria (CEGH)
(RON/MWh)
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Strategy Director

ID: Our team of specialists handle several rings which include natural gas,
electricity (for the retail sector only),
as well as petroleum, cereals and any
other commodities that are eligible for
the centralized market. About 40% of
our activity is represented by natural
gas - we transact approximately 70%
of the total national consumption, and
in terms of volumes last year we traded 71 TWh on the gas market, and 2.1
TWh on the retail electricity market.

done exclusively on the spot market.
This is in fact the biggest problem that
has come out of this situation: everybody is in a state of confusion and
distrust. We expect it will take at least
one year until the market will return to
a normal pace.
BRM Gaz Day-ahead platform, for the
spot market, was launched last year.
What was the rationale behind this?

The trend was upward in 2018 compared to previous years, and we believe this is directly connected to our
client focused approach. Going forward, we want to diversify our portfolio and figure out strategic directions that can protect us from sudden
changes in legislation, such as GEO
114/2018, which had a direct and
negative impact on the volumes traded since its release.

GP: Many transactions happen on
the spot market, and they are done
by a variety of companies, including
producers, distributors, suppliers and
traders. Initially, the intention was to
grant a monopoly on the centralized
gas market to a single operator, OPCOM, but as most gas transactions
were already done on BRM, it was finally concluded that competition between operators could in fact be beneficial for the market. We launched
the platform successfully and we are
collaborating with BCR (the Romanian
Commercial Bank) to ensure that all
transactions are guaranteed through
financial instruments.

Can you please expand on how GEO
114/2018 has impacted BRM’s activity?

What objectives is BRM pursuing
next, especially from a portfolio diversification perspective?

GP: The GEO was passed at the end of
last year and as a result of this measure no gas transactions were made in
the first trimester of 2019. We noticed
a slight recovery after the publication
of GEO 19/2019 which abolished the
capping of gas prices for industrial
consumers, but the volumes remained
very low.

ID: One initiative that is underway is
the development of futures for the
natural gas and electricity markets, a
strategic direction that we designed
based on the needs that we have identified and analyzed in the market. The
need is clear but it is very important to
have a contract with a clearing house
in order to offer the full service, and
for this we are already engaged in advanced discussions.

To further the issue, ANRE has passed
a series of instructions that are full
of contradictions and market participants are unsure about what they can
or should do. This uncertainty is reflected for instance in the fact that all
transactions in this period have been

Monthly CEGH index
Monthly price BRM
The weighted average for domestic production and imports on the BRM platform
Source: BRM (Romanian Commodities Exchange), analysis Emerton
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situation and how to overcome issues
surrounding energy poverty. The key
findings of the report show that the
Romanian gas sector is not functional, its development towards a fair and
balanced liberalized market is impeded by major hurdles that have been
identified along the whole value chain.

Cătălin
NIȚĂ
Executive Director
FPPG
How balanced and sustainable would
you say the regulatory framework is
at the moment?
Accessible and varied natural resources make Romania a highly attractive
investment destination, as does its
strategic geo-location and EU membership status. Regrettably, this is
counterbalanced by a lack of cohesive
and stable political agenda, that has
yet to improve.
GEO 114/2018 is an example of a
measure taken without proper assessment and consultation with the
industry. The reason quoted for the
GEO is the protection of vulnerable
consumers but in reality they are the
ones who will suffer at the end of the
three year period if the ordinance
stands. We have commissioned an
impact study to proactively assess the

FPPG (Oil&Gas Employers’ Federation) represents employers
in the energy sector and is regulated by Law 62/2011 which
deals with social dialogue. The
organization oversees oil, gas,
energy and energy mining since
its inception in 1991.

Over the years the government has
been collecting taxes from energy
companies that were meant specifically to support vulnerable consumers,
however they were never allocated for
this purpose. Additionally, many of the
people living in rural communities are
not even gas users, preferring wood
and other fossil fuels.
Under such challenging circumstances, what is FFPG fighting to achieve?
At FPPG we are bullishly pursuing
transparency and real dialogue between all stakeholders involved, and
relaying why the industry concerns
are relevant for everyone involved. It
is important to support a liberalized
market that will eventually benefit end
consumers, the usual scapegoat of
most industry-governments clashes.
The industry historically has been reactive rather than proactive, leaving
them at the mercy of whatever the
authorities decided, and at times making them look like the “bad guy” in the
eyes of the mass media. They need to
take a stance and communicate more
effectively, highlighting the advantages, and indeed necessities, that their
businesses entail for every average
citizen, from the clothes we wear to
the warmth in our homes. FPPG, for
example, alongside other industry associations, is putting together a manifesto about the joint benefits the
industry will bring to Romania in the
coming decade. It is a real shame to allow miscommunication and lack of vision to create unnecessary obstacles.
Details and numbers can always be
negotiated and amended, but guiding
principles are the motor that will drive
us forward.

The 11th licensing round was just
published in the Romanian Official
Gazette and will be launched officially in a couple of months; it represents
the long awaited opportunity for such
investments to be made. There is an
increased interest for companies to
explore the region, given its geographical and political positioning.

Saniya
MELNICENCO
President
ROPEPCA
ROPEPCA (Romanian Petroleum
Exploration & Production Companies Association) was founded
in 2012 to consolidate the position of the onshore exploration
and production sector.

ROPEPCA brings together some of
the key players in Romania’s oil & gas
sector - what is the aim of the organization?
Romania has an outstanding tradition
in the oil and gas industry and great
premises for further development,
whether we’re talking about the geological potential or the country’s
highly trained professionals. Now, a
window of opportunity was opened
in this sense, as the so long waited
11th licensing round for exploration
blocks has been officially announced.
We will witness a diversification of the
upstream sector in Romania, as well as
an increase in various exploration and
development projects.
What are your views on the 11th licensing round that has just been announced, after so much anticipation?

However, in order for the upcoming
exploration projects to be successful, it is very important to settle the
outstanding issues, such as access
to land, data declassification, as well
as the consolidation of the National
Agency for Mineral Resources. Such
day-to-day problems can be all solved
through the amendment of the main
governing law for petroleum operations, namely the Petroleum Law no.
238/2004. The law has not been considerably amended since 2004 and, in
the context of an increased complexity of the sector and market following
the licensing round, we believe that
the need for its amendment is greater
than ever.

The Government has put forward the
project for Romania’s National Energy Strategy for 2018-2030. How does
it compare to the industry’s vision?
There are many valuable conclusions
in the strategy, but the challenge we
see is in actually delivering the results.
We agree for example that there is a
great need to stimulate exploration
and production through investment,
however the state’s recent measures
have been rather discouraging towards investors.
Our vision revolves around three key
elements: a predictable and stable
regulatory and fiscal environment that
includes openness to industry input,
modernization of the Petroleum Law
to create more efficiency in operations
and land access. We intend to work
closely with ANMR and for it to have
more prerogatives and the necessary
resources to fulfill its mission and to
open new opportunities for investments.

Petroleum Club of Romania is a
non-governmental and non-profit association founded in 2001 in
order to promote and protect the
interests of the Romanian oil &
gas industry.

Where do you see most need for improvement in terms of legislation?
I was directly involved in the drafting
of the Petroleum Law, 15 years ago,
which made for a much better framework at the time. But a revision of this
Law is needed once more. For example the environment issues need to be
covered more extensively, the topics
of land access and fracking need to be
addressed, and the issue of offshore
concessions needs to be looked at
more carefully.
At the respective time, when the Petroleum Law was drafted, there were
no offshore perimeters and there was
not much interest in this direction. The
situation is much different today, with
the much debated recent Offshore
Law, that appears to have pleased no
party involved, so we need to reassess
the legislation and fill in the gaps that
exist.
The topic of legislation is a very delicate one in Romania because there
are many laws that are passed through
Emergency Ordinances that seem to
be drafted to specific interests, and
that spill over into other sectors. It
is an ad-hoc legislation and because
the impact is not properly assessed,
the legislation across these sectors
becomes incoherent, leading to an
unstable and unpredictable fiscal medium for the energy industry.
This is far from ideal as it creates
an environment that lacks security for investors, and the recent GEO
114/2018 is a great example for this.

Andrew
COSTIN
President
Petroleum Club
of Romania
This seems to be the problem most
commonly referenced by the industry. How can it be addressed in your
view?
As a last resort, it will be dealt with
through lawsuits at European Courts.
Many of our members are looking
into all the options they have at hand
and are set to defend the rights they
have won in negotiation and contract
signing. It sounds radical but I expect
we will see such litigations unless the
situation changes. Meanwhile many
companies have put their investments
on hold and are expecting the Government’s next move, so it will all depend
on what happens in the next period.
I am confident the market will see a
positive evolution because EU legislation will force Romania to truly liberalize the gas market. This is something that we cannot do without. If
we agreed to be part of the European
club we need to take on the requirements as well, and I trust we will see
this alignment taking place in the next
few years. Romania has tended to be
pushed from behind by different global circumstances or international political factors, and it is sometimes good
that this is the case.
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Midia Gas Development (MGD) Project
Mark Beacom, the CEO of BSOG, announced that the FID was taken under
the assumption that the provisions of
GEO 114/2018, in terms of new taxes
and financial contributions, as well as
trade restrictions would be rescinded.
This, in effect, comes as a suspensive
clause which may well delay the effective beginning of field development
works.

offshore exploration & production

The Black Sea is deemed by geologists to have significant resources of natural gas, with a theoretical potential of becoming a new North Sea. However, the exploration works have been
limited so far, with significant finds made only in Romanian waters.

photo: Oil & Gas Recruitment

hidden treasures

The estimated yearly production virtually tantamount to the
yearly imports of gas in Romania.

Investment
€350 million
ESTIMATED YEARLY
PRODUCTION
1 BCM

As a matter of fact, GEO 114/2018
came on top of other legislative and
regulatory changes that had the aggregated effect of a deteriorating regulatory environment – seen from offshore investors’ vantage point. Thus,
the newly approved Offshore Law No.
256 of November 2018 has established a new fiscal approach by which,
next to the royalties owned by the titleholders according to the Petroleum
Law No. 238/2004, a new progressive
tax on the ”supplementary revenue”
was introduced. These price levels are
to be adjusted on a yearly basis, starting with January 1st, 2019, with the
annual consumption price index.

Mark BEACOM
CEO
BSOG
(Black Sea Oil & Gas)
Make no mistake – BSOG is not an example that should be
used to insinuate that everything is alright. We firmly believe that these issues need to be resolved if there is a desire
to keep attracting investors. Our belief is that it will be fixed
by 2021, one way or another.

EX-27 muridava
petromar resources bv 70%
petromar resources sa 30%

In March 2012, OMV Petrom and ExxonMobil discovered
a large gas field of 42-84 bcm at the Domino-1 well in the
Neptun Deep perimeter. In October 2015, Lukoil, PanAtlantic and Romgaz announced discoveries estimated at
about 30 bcm in the Trident perimeter. In the Media block,
two important gas fields were discovered: Doina, in 1995,
and Ana, in 2008, totaling about 10 bcm.
The sole Final Investment Decision (FID) that has been
made so far belongs to BSOG (Black Sea Oil & Gas) – a
company owned by the American investment fund Carlyle
– for the Media Gas Development (MGD) project. Unlike
the Neptun Deep fields, which lie in the deep waters of
the Romanian Exclusive Economic Zone (EEZ), the Media
perimeter is in shallow waters. BSOG has also signed a
10-year gas sale contract with Engie Global Energy Management, one of the two major gas distribution and supply
companies in Romania.
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EX-28 EST COBALCESCU
petromar resources bv 70%
petromar resources sa 30%

xiii pelican
overview impact of $1 billion spent in
black sea offshore gas exploration,
production & development, 2018 - 2040

$ 1 BILLION
domestic
investment
generates
2,198
jobs
≈ 50,554
man-years

$ 3 BILLION
TO NATIONAL
GDP
$ 1.9
BILLION
state
revenues

BSOG 65%
petro VENTURES EUROPE 20%
GAS PLUS INT. 15%

ex-29 est
rapsodia
xviii histria

xva midia

omv petrom 100%

BSOG 65%
petro VENTURES EUROPE 20%
GAS PLUS INT. 15%

ex-30
trident

lukoil overseas 72%
panatlantic petroleum 18%
romgaz 10%

xv6 midia deep
xix neptun deep

EX-25 LUCEAFARUL

&

exxonmobil 42.5%
OMV PETROM 42.5%
GAS PLUS INT. 15%

exxonmobil 50%
omv petrom 50%

BSOG 50%
petro VENTURES EUROPE 50%

xix neptun shallow
omv petrom 100%

Map of Concessions
Oﬀshore Romania
source: Romanian Black Sea Title
Holders Association (RBSTA)

source: Deloitte Romania, 2018
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SUPPLEMENTARY TAX
& OTHER CHALLENGES for the industry
The Offshore Law also sets a maximum limit for the deductibility of investments in the upstream segment
of 30% of the total taxes on the supplementary revenue for the reference
price of RON 45.71/MWh. Such a
very limited threshold goes against the
grain of international practice in the
oil & gas sector, which allows for full
deductibility of investments from the
taxes on revenue. This, in any event,
is the case in successful oil & gas jurisdictions such as Norway, United Kingdom, Denmark and the Netherlands.
At the same time, the royalties – calculated, as has been shown, by reference to the Day-Ahead price index on
the Central European Gas Hub, which
is consistently higher than the average
index of the BRM gas market – are
also not deductible from the calculation basis of the supplementary tax,
which effectively translates into double taxation: royalty, on the one hand,
and taxation of the royalty, on the other hand.
The emphatic progressive element in
the fiscal framework brought by the
Offshore Law can be seen as a means
for the state to stave off the price increase of the Romanian offshore gas
production, thus protecting the domestic end consumers. However, incentivizing the gas producers to stay
in a zone of low prices can only result
in significantly extended time frames
for the capital recovery. This, in turn, is
a disincentive to investment.
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Now, the changes in the fiscal regime
of the offshore oil & gas segment must
be understood against the background
of a generalized political rhetoric,
which has expanded in the past few
years, favoring an increased ”government’s take” in the overall distribution
of gains between the offshore investors and the state. Indeed, comparisons were often made with jurisdictions such as Norway or Saudi Arabia
by some politicians and journalists in
support of the notion that for Romania
to take anything less would be unpatriotic or even treasonous.

Nevertheless, it must be well understood that the government’s take is
always dependent on the specific
circumstances and prospects of any
particular project, and that a complex
risk assessment influences the level of
profitability expected by the investors
over the project’s lifetime. As shown in
a 2019 report by Vasile Iuga and Radu
Dudau on the risks affecting the investment in the Black Sea offshore oil
& gas sector, there is a wide array of
risk factors that weigh in the making
of FIDs.

Taxation rates of the supplementary revenue of
oﬀshore gas producers
GAS PRICE
(RON/MWh)

TAX
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Mark
BEACOM
CEO

BSOG
(Black Sea Oil & Gas)
BSOG is owned by Carlyle Group, one
of the biggest investment funds in
the United States, jointly with EBRD.
The company is focused on exploration and production in the Black Sea,
and the first to move ahead with a
final investment decision.

What stage are you at currently with
the MGD project and what led to the
much anticipated FID?

15
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40
50
55
60
70
source: EPG

These price levels are to be adjusted on a yearly basis, starting with January 1st
2019, with the annual consumption price index.

The 3D Seismic we ran made it apparent that Midia had even more potential than anticipated. Ana and Doina
were a good place to start and any
new discoveries would only add to
that. While work has also been done
on the Pelican block which is under
evaluation, the focus has definitely
been on Midia.
Getting to FID was a long road, involving making sure the technical
reserves were in place and quantifia-
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ble, followed by a number of studies
surrounding assets and infrastructure,
offshore surveys and other works,
purchasing the land, and establishing
an off-take agreement with Transgaz.
Additionally, we had to find a gas buyer, a reliable EPC contractor for several necessities such as drilling the wells,
fabricating the offshore platform,
laying the pipelines and building the
gas treatment plants. And last but not
least, we had to get through the regulatory process, not a small feat to say
the least. We aim to start production
in February 2021.

Only when all checkpoints
were secured, from the technical to the financial, and
no stone was left unturned,
could we confidently secure
the FID.
You had to deal with legislation that
in many ways did not as yet exist,
how did you navigate these circumstances?
We took on the challenge of working
on behalf of ourselves and alongside
RBSTA to amend regulations, and
we were at the forefront of working
within the political arena to amend
the legislation. We built a roadmap
together on how to be properly regulated and we are fairly pleased with
the resulting offshore law. When we
embarked on this journey in 2015 we
were confident in the success of our
project, but if anything took us aback,
it was the government’s somewhat
hostile legislative amendments at the
end of 2018, defying past assurances
and security. The new fiscal provisions
and the constraints on the gas market
made it extremely difficult for us to
get financing, so in early 2019 when
we were finally ready to move ahead,
our decision suddenly became significantly harder.

In light of the tremendous effort already put in, we did decide to move
forward with the investment. But I
cannot say with certainty that we
would have done the same thing, had
we known in 2015 what was awaiting us. We feel the recent policies
are counterproductive to Romania
as a whole and will likely need to be
amended. To be very specific, we are
not pleased with the supplementary
tax, the constraints on the movement
of gas, the arbitrary price cap or the
additional tax for ANRE. We are lucky
in a way that these changes will not
impact us until we start producing
two years from now. Make no mistake
– BSOG is not an example that should
be used to insinuate that everything
is alright. We firmly believe that these
issues need to be resolved if there is
a desire to keep attracting investors.
Our belief is that it will be fixed by
2021, one way or another.
What is your perspective on Romania’s general business ecosystem, and
your advice for future investors?
Honestly, after establishing the regulatory and legislative cornerstones
(prior to the recent ordinances which
as mentioned desperately need to
me amended/rescinded), and going
through so much over the past nine
years, I believe future investors will
have it much easier than we did. We
found the dialogue with the authorities on the regulatory front very positive and often a matter of shedding
light on unclear issues, and our interlocutors receptive.
Things got trickier in the legislative
arena, where we failed to see a resolute political will to get matters fixed.
Romania sits in a strategic, unique position in all of Europe, and it needs the
right framework to propel it to greatness and encourage development. We
are committed to the MGD and are
keen to explore other opportunities as
well, and we welcome other offshore
producers to discussions about sharing infrastructure and developing the
offshore segment together.
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RISK FACTORS THAT WEIGH IN THE MAkING OF
FINAL INVESTMENT DECISIONS (FID)
Firstly, investors face a set of general risks: geological uncertainty about actual available resources, infrastructural and
logistical challenges, technology challenges (especially for deep waters), commercial and market risks, project management
challenges, environmental risks, geopolitical challenges, regulatory (including fiscal) risks, security (including cyber and terrorist) risks, and meteorological risks.

Geological
uncertainty

Insufficient
energy
infrastructure

environmental &
meteorological
risks

technological
challenges

(especially for deep waters)

fiscal &
regulatory
risks

security
challenges

Secondly, region specific risks are added. The Black Sea Basin presents high commercial risk on account of poor interconnectivity with Western European energy markets. The rest are as follows: limited know-how and project management
capabilities, low availability of local service companies, increasing geopolitical risks, considering the situation of Crimea, but
also the older frozen conflicts in Moldova, Georgia and Armenia.
Not to mention the fact that the Black Sea is virtually a closed body of water. The Bosphorus Strait has depths of less than
50m, while the bridges linking Europe to Asia in Istanbul are merely 64m high. Thus, drilling platforms must be taken apart
for undercrossing and then built up again, which raises overall operational costs. At depths surpassing 200m, the Black Sea
contains hydrogen sulfur in high concentration, which is highly corrosive for pipelines and equipment.
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All in all, reaching a long-term win-win
deal requires a professional negotiation between investors and representatives of the government, with
relevant benchmarking of practices
from other jurisdictions and companies worldwide. For Romania, it is
especially the OMV Petrom – ExxonMobil project of the Neptun Deep
perimeter that has a strategic value,
with high economic, energy security
and political impact. Seven years from
the major find at Neptun-1, in 2012,
the titleholding consortium has not

made an FID, and also OMV Petrom
has repeatedly expressed its reservations regarding the impact of the current regulatory framework over the
project’s profitability. This should give
pause to the Romanian Government
and have it focus on the issue in order
to be able to close a long-term winwin deal.
The current state of uncertainty
serves neither Romania’s strategic interests and its reputation as an attractive jurisdiction for international in-

Franck Albert NEEL
Member of the Executive Board
Responsible for Downstream Gas
OMV Petrom

Neptun Deep project is a huge opportunity for Romania: to increase
revenues to the state budget, create new jobs, secure Romania’s gas
needs. Usually, for such large-scale projects, many pieces of the puzzle need to be aligned: such as regulatory framework, fiscal stability, competitive terms, liberalized gas market and key infrastructure.
Deepwater projects are large scale investment, billions of dollars
have to be invested upfront. That’s why stability and predictability
are of crucial importance.

vestors, nor the companies that have
already invested billions of dollars in
exploration. There is another factor
that penalizes stalling the development of the Black Sea projects: at the
EU level, the long-term future of the
natural gas industry is facing a major
challenge, given Brussels’ ambition of
net-zero carbon emissions by 2050
and the already manifesting aversion
against continued investment in fossil
fuels in Europe. As such, the window
of opportunity for FIDs is narrowing
month by month.
Decisive action is very much needed
on the state’s side, in order to obtain
clarity as soon as possible. The same
point is made by foreign diplomats,
underscoring the positive perception that Romania enjoys: “Romania
has the great opportunity to become
self-sufficient in oil & gas and also add
to the stability in the region, especially if we consider the Neptun Deep
project. Time is critical, however, so
Romania needs to move a little faster.
The back and forth that we have been
witnessing in terms of legislation is
counter productive and is decreasing
the chances of achieving this desired
outcome,” has stated Gerd Bommer,
Commercial Counselor, Advantage
Austria.
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Last year, Deloitte conducted indepth research regarding the value of
Black Sea projects for Romania. How
has the situation evolved since?

Răzvan
NICOLESCU
Central Europe Leader for Gas,
Oil & Chemicals Sectors and
Consulting Partner in Romania

Deloitte Romania

Deloitte is one of the Big Four professional services companies in the
world, providing audit, tax, legal, financial advisory, risk advisory, and
consulting.

Black Sea Oil & Gas went ahead with
the final investment decision but the
rest of the projects are in a “dormant”
state. These circumstances stem from
current market conditions, namely
imposing a certain gas price and making it mandatory for an unsustainable
percentage of production to be transacted on centralized markets. I see it
as unsustainable because it prevents
long term agreements, which are vital when making an investment decision. When you deal with banks for
instance, it is essential to be able to
prove that there is demand for your
product and that the investment is
sustainable.
Romania can no doubt play a more
important role in the region but it
can also easily become an importer of
energy. To reach the desired result of
strengthening our role, investments
are absolutely necessary. Not just in
gas projects, but renewables and generally power generation capabilities,
as well as the distribution network. For
the time being we are still producing
on the basis of investments that were
made way back in the 1960s-1970s. If
we do not figure out the way to nurture new investments, we will end up
in the second scenario.
What do you think is the main reason
for which Romania’s potential to be a
strategic player in the region remains
unfulfilled?
The core problem is the present administrative and governing capacity of
the country. So many ministers have
changed in the past few years, and this
makes things complicated, because
we lack continuity. Public opinion also
plays a role - there are few people that
react based on principles, rather they
do it based on immediate interests.
On the state’s side, the fastest road
to better decisions is to respect the
law regarding decisional transparency.
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This is the best barometer, as it gives
you access to perspectives from many
relevant stakeholders, be it from the
gas or renewables space, big industrial
consumers and so on. This contributes
greatly to creating a picture regarding
the impact on various sectors and understanding whether the measure is
positive or not. And it is also a method
that involves zero costs.
Is there anything that the industry itself can do in order to better the situation?
The industry can express their point
of view and ask that when changes
are underway in terms of legislation,
those changes are to be made only
after public consultation. Another key
aspect is for the industry to prioritize
medium and long-term thinking, and
to avoid as much as possible conflicts
over short term gains. Producers may
want prices to grow, suppliers may win
if they decrease, but what is essential
is that they remain attached to principles, even if this may entail losses at
certain points in time. The thing is that
if the principles are not respected, in
the long run everybody will come out
on the losing side.

The world is changing
whether we like it or not,
and it is to our advantage
to understand the direction in which it is heading. I
have no doubt that change
will happen in Romania
even if it will not be driven
by the state. The downside
is that it tends to cost more
compared to a situation in
which the state vision is coordinated with that of the
industry.

A few years back you set up CDI Oilfield Services
Center of Excellence. What role does it play within
the organization?

Alexandru

GOMOESCU
Regional Manager
Odfjell Well Services

The center has been a goal for us for many years and
it was rooted in the need to have all information available in one place, whether we are talking about development, innovation, storage, processing or integration
of data for the client. For instance, it allows us to deliver downholeinvestment
pumps orreports
equipment to any of the over
7,000 wells we are managing in less than 3 hours from
receiving an order.
It is also an efficient means to present our business
model and the full package of products, services and
technical support that we offer to potential partners.
This is particularly important in present days because
we are actively working on expanding internationally,
in fact we have just welcomed a delegation from Egypt.

How important is Romania to Odfjell Well Services’
wider business?

What strategy are you pursuing to achieve this goal of
international expansion?

The company has been operating in Romania since
2009 but the local entity has been set up a few years
later, in 2012. We are presently going through a period
of growth and just recently surpassed 50 employees.

We are looking with priority at countries in which the
model we have in place has not been implemented,
and where there are few or no local pump producers.
We have participated in some international bids (for
instance we won a contract in Kazakhstan) but we concluded that the best strategy for us would be to establish joint ventures with local companies, that know
the market and have a thorough understanding of its
needs. Our vision going forward is very much aligned
with the globalization trend that is unfolding presently,
which means that even in terms of workforce we are
looking for people that have experience in international markets.

Back in 2013 about 90% of our business was coming
from Romania. However, we were very dependent on
one or two very large operators which were generating the majority of our revenue. For the stability of our
business we started shifting our focus towards new jurisdictions. Presently about 60% of our business comes
from Romania, whereas the remaining 40% comes
from other countries in the region.
What has been fueling the company’s recent growth?
Through the nature of our activity we grow or slow
down according to how the industry overall is performing. In other words, our volumes are directly impacted
by the development plans undertaken by operators.
There is demand in the market currently, mostly generated by operators’ efforts to maintain their production levels, and the stabilization of the oil price has also
made a positive contribution.
Although it is a competitive market, our activity has
been rather constant in Romania for onshore, and the
offshore sector keeps gaining traction. We are for example working on the first project that has received
the final investment decision, and we are waiting for
other key players to present their decisions in the coming period.

Vasile

MOGOȘ
General Manager
CDI Oilfield Services

RENEWABLE
ENERGY

In 2008 we acquired a wind farm project in Fantanele, Cogealac and we had the amazing opportunity to be among the
first ones - when we started the project the installed wind capacity in Romania was 2-3 MW, and the project we acquired
amounted to 600 MW. Even today, it is the biggest onshore
wind park in Europe.

Ondrej SAFAR
Country Manager

CEZ Group

Carpathian Forest
photo: pxhere.com
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on the rise
The renewable energy sector is the one in which Romania has seen the most spectacular investment boom over the past decade – mostly from 2010 to 2016, especially for wind and solar
power. The country boasts Europe’s largest onshore wind park, namely the 600 MW Fantanele-Cogealac, in Dobrogea region.
evolution of installed power from
renewable sources in romania (mwh)

Romania has one of Europe’s highest potentials for commercial renewable energy sources (RES), as indicated in a 2017
IRENA study. As such, the country should be able to properly contribute to EU’s collective goal of 32% RES by 2030 – as
Romania has already surpassed its 2020 obligation of 24%, reaching 24.6% of renewables in final energy consumption
(including hydropower and biomass) by 2017 already.
The fact that last year’s draft National Energy Climate Plan 2021-2030 submitted by the Romanian Government aims at a
meek 27.9% target for 2030 has been widely criticized and eventually met with a rebuttal by the European Commission,
in its recent public appraisal of the member states’ NECPs. Thus, the Commission has strongly suggested a 34% target for
Romania’s RES by 2030.
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belongs to renewable energy, and as
an organization we want to see an energy mix in which renewable energy
holds a strategic value for the country.
The support scheme for green certificates caused a boom in the industry,
but also a lot of turbulence. What is
the situation today?

Viorel
LEFTER
President

Mihai
VERȘESCU

General Secretary

PATRES

Renewable Energy Producers
Organization of Romania
How does renewable energy presently fit into Romania’s energy landscape?
VL: Romania has exceeded the 24%
quota set by the European Union,
however, production levels have decreased compared to last year. This
happened because no new investments were made, and this lack of
appetite is further caused by the long
investment recovery periods - in the
current market conditions, recovery
can take up to 30 years, a very long
time given that a reasonable period is
normally 5-10 years. We expect this
to change in the next period though,
given for example the fact that the
price of technology has decreased
considerably.
The target assumed by Romania going
forward is to reach a share of 27.9%
clean energy by 2032, below the European average and well below the actual potential of the country. The future
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VL: The support scheme ended in
2016 and there is currently a surplus
of 13.5 million green certificates without a buyer - the total value is around
€400 million, an amount that final
consumers basically owe to producers
of renewable energy.
MV: ANRE Order 78/2014 was a big
step back, and through the quantitative restrictions that occurred then,
renewable energy was de facto excluded from the long-term bilateral
energy contracts market. Positive
news in this respect stemmed from
the initiative that ANRE is currently
working on, regarding bilateral agreements and flexibility for long-term
transactions. Our organization believes that it is mandatory to introduce
this product as soon as possible in the
regulatory framework, especially considering the emergence of renewable
energy sources in the energy mix,
sources that by their nature are 100%
variable as output power.
What is your outlook regarding how
the market will evolve over the next
few years?
VL: The legal framework at EU level will
force us to change, including through
pollution reduction obligations. Prices
of CO2 certificates reached €26 (compared to €5 as they used to cost 2-3
years ago) which is likely to stimulate
the renewable sector.
MV: People have become rather upset
with GCs but however you look at it,
the final consumer will have to pay a
certificate: either a green one that will
support the development of clean energies, or a CO2 certificate. Ultimately
this depends on what we as a community want to support going forward.

power generation
by source
2018

renewables including hydro
nuclear
gas & other fossil fuels
coal
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6.5%

source: Agora Energiewende,
The European Power Sector in 2018

Claudia
BRÂNDUȘ
President
RWEA

Romanian Wind
Energy Association

RWEA plays an active role in promoting the transition to clean energy in
Romania. What needs to happen with
priority in order for this transition to
take place smoothly?
I think that the first thing that should
be improved is the dialogue. Public
authorities in Romania are not used
to organize effective public debates,
which is unfortunate, because there
is great value in bringing all parties involved at the same table, and encouraging them to work together to identify the best solutions. Our experience
has been that exchanges of opinions
are rather limited, and sometimes focused on identification of problems
and conflicts and not on developing
common goals. In reality, the energy
transition is inevitable, coal based production will eventually become obsolete, so it is in everybody’s interest to
figure out the best ways to fill the gap
that will be left.
Secondly, there is a need to understand the support that the EU is able
to provide to our country in this process. There are many financing options and the amounts made available
very high, and as a country we need to
be aware of them and use them to the
best of our advantage. It is a chance
for us to go through this change without burdening the customers with the
costs of the transition.

To what degree are these EU funds
used at present and what is the situation in terms of investor appetite?
Broadly speaking, if we consider the
commercial and the market aspects, it
is a good moment for investment because Romania will not afford to not
have renewable energy in the coming
years. It simply cannot fill in the gaps
in other ways and there is no other
solution that is faster or simpler than
developing renewable energy. But
there is also need for a nurturing investment climate, and the reality at
present is that the country risk has
become rather high and so have the
costs of capital. Stability in legislation
and protection of investment are essential criteria that investors consider.
There is little political openness towards this sector and this is reflected
in the current climate, where unfortunately Romania no longer appears
on the investment plans of many big
companies, even those that are already present here.
In terms of EU funds absorption rate,
there is still a long way to go but I am
happy to notice that Transelectrica
has started to attract more funding.
If they manage to modernize the network then it will be possible to integrate renewables with great ease and
with very little costs into the system.
Another advantage we have in this circumstance is the fact that EU authorities check whether the money has
been spent wisely, which is an added
guarantee because we can leverage
their experience in this field.
romania energy industry 2019
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A STORMY HISTORY
For a good while, Romania had seen a remarkable development of RES investments. That exceptional increase took place
on the back of a generous RES support scheme, introduced in 2008 through Law 220/2008 (whose secondary legislation
became available only in 2011, after the European Commission gave its state aid approval). A mandatory quota system was
coupled with a trading scheme of green certificates (GCs).
However, only two years into the application of the RES support scheme, the government decided to slow down the pace
of investment in renewables by curtailing the support scheme through various legislative measures.
LAW 123/2012
FORBIDs BILLATERAL ELECTRICITY CONTRACTS
rESTRICTING THE TRADE to OPCOM

LAW 220/2008
drafts GREEN CERTIFICATES
cross-subsidisation scheme
Transelectrica issues RES producers a number of GCs
per 1 MWh produced depending on the energy source:
Hydro (up to 10 MW installed power)
Wind*
Biomass & BIOGAS
Solar

3 GC
2 GC
3 GC
6 GC

* applies until 2017. After 2017 they would receive 1GC/1 MWh

Energy suppliers have to purchase a mandatory quota of
GCs calculated each trimester by ANRE, proportional to the
total energy supplied.
The CGs could be transacted through both billateral contracts & the centralized market managed by OPCOM and
regulated by ANRE. The minimum price of a GC is set at €27
and the maximum price is set at €55.
The cost for GCs is covered by the end consumer and billed
separately. (up to approx. €11 /MWh in 2018).
Necessary secondary legislation is developed in 2011 . The
support scheme applies over a period of 15 years, for RES
producers authorized until 2016.
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RES producers were procluded from the possibility of closing
corporate PPAs, critical to the bankability of projects in the
field.
GEO 57/2013
the gov pushes the brakes on RES market
growth because of the unexpected boom

Eduardo NIETO
Country Manager
EDP Renewables Romania

Deferment of aquisition for a number of GCs, depending on
technology until a much later date (1 GC for Hydro, 1 GC for
Wind and 2 GC for Solar are postponed to 31 dec 2020 the
latest).
Introduction of a maximum yearly capacity for RES to be authorised by ANRE.
Introduction of limits to GC trading. This heavily favoured integrated providers that were both RES producers & suppliers.
Exclusion from the support scheme of PV parks built on agricultural land.
The designated ministry would be actively implicated alongside ANRE in regulating the GC market.

jan 2013
massive protests break out in bulgaria

government decision 495/2014
EXEMPTIONS FOR energy-intensive Consumers

This happened due to the increase in electricity & heating
prices for household & industrial consumers , a consequence
of the RES support scheme & the rapid growth of the market.

Industrial consumers are exempted from purchasing up to
85% of their total GC obligations

2008 - 2011
initial ANUAL MANDATORY quota of E-RES
that would benefit from gc scheme

2014 - 2018
ANRE kept decreasing the mandatory GC
aquisition quota for energy suppliers

The initial quotas of E-RES that would benefit from the support scheme from 2014 to 2018 were: 15% for 2014, 16%
for 2015, 17% for 2016 and 18% for 2017.

The quotas of E-RES that benefited from the support scheme
from 2014 to 2018 were: 11.1% for 2014, 11.9% for 2015,
12.15% for 2016 and 8.3% for 2017. In order to keep the
energy price for consumers low, RES producers were unable
to sell 13.5 mil GCs equivalent of approx. €400 million

romania energy industry 2019

Sorin BONCIU
CEO
Altius Fotovoltaic

After building the wind farm at Casimcea, in 2011 we decided it was a
good moment to start investing further in renewables. Romania benefits
from fantastic natural resources, as well as lower cost labor, which were
coupled with a very appealing government incentive scheme back in
2010-2011. Regrettably this was not maintained and with time renewables were no longer competing on an even playing field.
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A RAY OF HOPE
One hopeful development in the RES sector comes from the Energy Ministry’s intent to introduce the risk-mitigating instrument of contracts for difference (CfD) for investments in low carbon emissions sources – i.e. nuclear
power and RES, as well as, for the longer-term, carbon capture and storage
(CCS). CfDs are a different sort of state aid, much more competitive, well able
to minimize the cost impact on the end energy consumers, especially for RES.
Specifically, the government is considering allocating €125 million a year to
CfDs for RES capacities, which are to be predefined according to a national
RES zoning plan. In light of the very good experience of other EU countries
(especially the UK, but also, more recently, Poland) for wind parks, which
have closed such contracts through competitive allocation rounds at surprisingly low levels. Thus, the bids in the November 2018 Polish tender for wind
onshore were as low as €35.5/MWh, with an average price of €44.8/MWh,
according to the action supervisor, the Energy Regulatory Office. The successful projects must be built by May 2021.
It is, therefore, paramount that the Romanian Government implements as
quickly as possible the legal basis for contracts for difference, given the importance of such an instrument to support the investment in clean energy.
The date advanced by the Energy Ministry is December 2019.

Our proposal for the Government
is to develop an alternative support scheme, that would need to
cover two different aspects. One
would be dealing with new projects, whereas the second would
address existing investments that
are relying on green certificates.
We have proposed a feed-in premium scheme and the possibility to
move our installed capacities under
this new model. If this happens it
will give us clear visibility on future
returns for the current installed capacity and resolve the issues that
we are facing at present.

romania energy industry 2019
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sue is in the way the change was made
– very abrupt and without properly
assessing its impact. It was a decision
that simply sent projects straight into
bankruptcy - some companies literally
dismounted their turbines and moved
them somewhere else.
How have the circumstances evolved
since and what measures are still
needed to stimulate new investments?

Martin
MOISE
General Manager
Repom

REPOM offers services surrounding
the operation and management of
power plants that are producing
energy from renewable sources,
both wind and solar. The company
is able to handle development, find
locations, get the right authorizations in place, manage the financing aspects and the project overall.

How have you seen the local renewables market react to the swooping
changes that occurred in legislation
in recent years?
Companies that came into the market
managed to build 5,000 MWh in record time, and invested €8 billion in
total - this is the highest investment
in energy that Romania has seen since
the 1990s, that came from private
sources. The main attraction was the
generous support scheme, maybe too
generous if we look back on it. An adjustment to these initial conditions
was probably unavoidable, but the is-
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Attracting new investments in a country like Romania are vitally reliant on
engendering trust and building a predictable framework. Alongside my position at Repom, I am also senior vice
president at PATRES, and through the
association we played a crucial role in
engaging with the authorities and defining this year’s framework. They did
realize that they mishandled the situation, and in recent years they engaged
with us in open dialogue and looked
for solutions to fix things.
There are positive outcomes to our
collaboration, for instance we managed to pass GEO 24/2017 and Law
184/2019, which approved the respective GEO. The most important
thing, however, is that this new legislation stays in place for a longer period of time. If we look to our past, law
220/2008 that grounded the initial investments has been modified almost
once every year.
Open dialogue with public authorities has come up often as a challenge
for the industry - how did PATRES
manage to create these fruitful conversations?
We were extremely persistent in getting them to listen to us - it is not
that complicated to meet them, but
for them to actually listen and truly
understand your issue can be a challenge. We also maintained a broad
vision, we considered more than just
our own interest as an organization.
Sometimes people tend to pursue
their own needs only, but we believe
that an inclusive approach leads to
healthier decisions. If you will, we

used “fairness” as a strategy throughout this dialogue. Of course we needed to concede things on our side as
well, but overall we found that this
approach did manage to bring about
positive change.
How do you see the energy transition
unfolding in Romania and what are the
biggest roadblocks you are noticing?
Romania has a better energy mix than
most countries in Europe, but I am not
sure that separating them by type of
resource was the best idea, because
it created a level of conflict between
them. In my view even within the
same company there should be a mix,
because different resources complement each other.

Romania finds itself in an interesting position at this point
in time. It is caught between
“old Romania”, which tends to
be reluctant to change simply due to human nature, and
“new Romania”, which tends
to be somewhat aggressive
and wants everything to happen instantly.
The ideal situation and what
we strive for is a balance between the two. We obviously
want to see as much renewable energy as possible, but we
are also aware that if we shut
down all coal facilities today,
we also need to be ready to
turn off the lights. This transition will happen over time,
but for it to be successful we
need to start setting a reliable
plan in place.
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Monsson has been present in
Romania since 2014, as one of
the biggest developers of wind
parks with over 2,500 MW installed. The company has also
developed the world’s largest
wind park outside the United
States, located in Cogeleac,
Romania with an installed capacity of 600 MW.

Can you briefly introduce our readers
to Monsson and the company’s rapid evolution in the renewable energy
sector?
The company was born in Sweden, but
grew into the strong player it is today
through its work in Romania. This is
well reflected in our workforce set up
- approximately 90% of our employees, including those in international
offices, are Romanian. When it comes
to our activity, it is worth mentioning
that 30% of all active wind parks in
Romania have been developed by us,
and as part of our strategy we have
kept a 10% stake in all the projects we
developed.
About five years ago, when legislation
was no longer attractive in Romania,
we saw ourselves in a situation where
the options were to either close shop
or expand. We decided for the latter
option, and at present we have offices
in 20 countries around the world
As the transition to green energy
continues to unfold in Romania, what
would you say are the main challenges to be overcome?
The main problem I see is settling
on the appropriate legislation. I believe that if PPAs become a reality, if
the conditions for connecting new
producers to the national network
improve, and generally if there is a
common strategy between stakeholders, then Romania can easily install
another 3,000 MW. The perspectives

Sebastian
ENACHE
Business Development Manager
& Member of the Board

Monsson

are positive, though not much will
change until 2021 because we need
to obtain new authorizations for the
parks, since many of them have expired. There is an advantage to these
delays though, because Romania will
benefit from the latest technologies.
Starting with 2021 Romania will install
only 5MWh turbines, a great advantage because these turbines are much
more efficient and can reach grid parity without a public support scheme.

We have created the largest
training center in SEE for renewable energy specialists.
We are preparing more than
2000 people for this sector,
be it from Romania or neighboring countries like Serbia,
Croatia, Russia and so on. We
have basically turned ourselves into net exporters of
renewable energy know how.

At present, the majority of distribution
operators in Romania have invested in
renewable energy, so they have a direct interest in the matter. Similarly,
Transelectrica wants to have a stable
system and this can be achieved for
example by using modern equipment
to connect to the network.
What can we expect from Monsson
in the coming two-three years regarding international expansion?
Neighboring countries have been very
interesting for us so far but their markets have evolved in a similar way to
Romania, namely with many ups and
downs. At present we are keeping
an eye on Croatia, Serbia, Kazakhstan, Russia, Georgia and Republic of
Moldova, because we expect them
to evolve rapidly in the coming twothree years. Mature markets tend to
pose higher expectations and lower
gains, and a level of know-how about
the specifics of the market. By contrast, new markets can be moulded,
and newcomers can adapt easier because the rules are not as strict.

An important aspect is for investors,
distributors and transporters to align
their vision. We need a common plan
to strengthen the national network, so
that we can install renewable capacities quickly and at reasonable costs.
romania energy industry 2019

65

RENEWABLE ENERGY

investment reports

investment reports

This point is aptly reinforced by Ondrej
Safar, Country Manager of CEZ Group,
the owner of the largest onshore wind
park in Europe: ”Now that the price of
technology has gone down so much, it
is becoming possible for investments
to be feasible just based on the sale of
electricity. This is great news because
it attenuates the risks associated with
changes in legislation. We are noticing
at present many companies coming
back to their plans and looking into
options to develop previously frozen
projects. Going forward it will depend
very much on the market price of electricity and how stable it will be. In the
last two years the prices have steadily
increased, and if this continues it will
give investors strong reason to move
ahead.”

WELCOME
PROSUMERS
There is also palpable progress with regard to prosumers,
i.e. active consumers, able to inject their surplus electricity
into the distribution grid. The Environment Fund Administration (AFM), which operates within the Environment
Ministry, is offering funding to household consumers interested in co-financing rooftop photovoltaic (PV) systems.
The AFM provides vouchers of a maximum of RON 20,000
(about €4,200) per point of delivery, to pay for up to 90%
of the total investment in rooftop PV systems. The entire
budget of the program is about €100 million.

Wind Power accounts for 14% of EU’s electricity demand. The power rating of the largest turbine installed in 2018 was 8.8 MW
compared to only 4 MW ten years ago.
source: Wind Europe

PUSHING
TECHNOLOGY

AFM provides vouchers of max. €4,200 per
point of delivery to pay for up to 90% of the
total investment in rooftop PV systems. The
entire budget of the program is about €100
million.

Other players are cautiously optimistic about the same issue: “The cost for
1 MW of wind power has become as
low as €800,000 - 900,000, compared
to ten years ago when we paid approximately €2 million On the photovoltaic side, the price of one MW is now
around €600,000 whereas the first
one we installed cost us €3.2 million.
The price of energy has also gone up
somewhat, so it is becoming increasingly feasible to develop a profitable
project without the need of a support
scheme, but in my opinion that time
has not yet come,” says Aurel Arion,
CEO of Renovatio Trading.

This goes hand in hand with the ostensible trend of steadily decreasing prices for the RES technologies – especially
solar PV panels and wind turbines. In effect, the international experience of the past couple of years show that, in
the right regulatory environment, RES investment can take
place with no support scheme whatsoever.

In addition to being able to access AFM funding, as per Law
184/2018, the prosumers are exempted from paying taxes
and excises for the electricity injected in the distribution
grid. In return, they receive a fixed price, calculated as the
average day-ahead market price of the previous year, independent from the current market conditions.
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Prometheus Statue, Vidraru Dam
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Now, one piece of criticism directed at the new prosumers
program has to do with the seemingly low level of their aggregated capacity: 750 MW. Another one has to do with
the practicalities of unfolding the program itself. Paul Varga, CEO and founder of Green Seiro, a service company
in the PV sector, worries that ”the companies responsible
for installing photovoltaic panels, like ourselves, must first
make the entire investment themselves and only after that
they will be able to recover the money from the state. This
is very problematic, as it is difficult to take on such costs
for multiple customers and wait eight months in order to
recover it from the state. No suppliers will give you such
long payment terms, so this set up is far from ideal.”

Nonetheless, for this to happen in
Romania, a country with such an outstanding natural RES potential, probably the most important regulatory
change that is needed is the introduction of PPAs, which, as indicated, are currently banned under Law
123/2012.
However, ANRE is actively working on
an initiative to make PPAs available
in Romania. Zoltan Nagy-Bege, Vice
President of ANRE: “Given that only
companies that are already producing
and hold a license are able to trade
on OPCOM, this obligation made it
impossible for renewable energy producers to close PPAs and secure financing for their projects.
romania energy industry 2019
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This is one of the reasons why Romania has not seen new capacities developed in recent years. Since last year
we have been working on a solution
for this, namely we plan to create a
platform within OPCOM where companies can trade energy even if they
have not reached production phase
yet. We still have some small hurdles
to overcome but most likely the platform will be available during the summer of 2019.”
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Apart from incentivizing regulation,
another thing that must happen in order to lower the cost of RES integration in the electricity system is the development of infrastructure. Indeed,
at any given point in time, the system
has a technical limit to being able to
cope with variability in conditions of
stability and resilience – a magnitude.
In order to increase that, the grid must
be reinforced and rendered more flexible. Now, after a few years of stagnation, a positive dynamic seems to
have set in this respect, as Transelectrica has started to attract more funding to modernize the grid.

Paul
VARGA
CEO & Founder

Green Seiro
Can you please walk us through the
creation of Green Seiro and your vision for the company?

voltaic systems, which allowed us to
develop in-depth expertise and bring
forth very high quality work.

I was always attracted by the idea of
running my own business. The choice
of renewable energy was inspired by
a friend who worked in this sector,
both in Romania and Germany, who
was persuasive in explaining the importance of this sector for the future.
I was very young at the time, with no
previous experience in business, so I
went through a very steep learning
curve regarding all aspects of how a
business is run, from who to talk to,
what needs to be done and how, and
what are the best ways to create visibility for my brand.

From the early days, however, we
were keen to develop more complex
capabilities within the company, that
would allow us to build photovoltaic parks. We are still working on expanding this side of the business but
the legislation in Romania has made it
rather difficult to progress. So far we
have developed a small park in Romania in December last year, and at the
moment we are working on a park in
Poland. Ideally we would like the business to be split 50/50 between the
two segments.

Renewables turned out to be a good
bet, the company has been growing
steadily and at present we are able
to offer a full range of equipment and
services for the implementation of solar systems, both for residential use
and photovoltaic parks.
How is Green Seiro’s business segmented at present and what is your
outlook for development?
About 95% of our business currently
comes from the residential sector. We
have developed excellent capabilities
in this area and this is well reflected
in our numbers - between 2017 and
2018, we have increased our revenue
by 400%. This growth was fuelled by
our team of well educated engineers
and electricians, as well as the fact
that we focus exclusively on photo-

What do you mean more specifically
when you say legislation in Romania
made it difficult to progress?
Generally speaking the situation in the
market is still unsettled, many assets
have been sold following the 2013
change and presently we do not have
a real market for photovoltaic parks.
The key issue is that it is not possible
yet to recover the investment solely
based on energy sales, especially since
there are additional costs that accumulate. One can make some profit
now that the technology prices are
lower, but we are still talking about
rather low margins, which do not fully
justify the investment costs.
photo: pxhere.com
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Energy from utility-scale solar plants has seen an 86%
price drop since 2009. The
cost of producing one MWh
of electricity is now around
€50 compared to approx.
€350 ten years ago.
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ble our team during this time, reaching
more than 160 employees.
Many companies are struggling to
find workforce in Romania, how did
you manage to consolidate your team
given this pervasive human resource
challenge?

Dan
PETRE
Country Manager
Vestas

Vestas is a world leading wind turbine manufacturer. With more than
40 years of experience, the company
designs, produces, installs, and services wind turbines across the globe,
holding more than 100 GW or 17% of
the global installed base.

Vestas opened its office in Romania in
2011. How has the company’s portfolio evolved since, to meet the changing needs of the market?
Our market share in Romania is close
to 48%, having installed approximately 3 GW. The wind energy market
here debuted very well, effervescently
even, but following the abrupt legislative changes in 2013 our strategy has
been to focus mostly on services. The
core of our investments went into developing the skills of our technicians,
and despite the local market being almost frozen we have managed to dou-
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Together with safety, human resources have always been priority number
one for us. Typically, the training period for a technician to be able to work
independently takes up to six months,
and to reach a level where they can
perform very complex troubleshooting it can take up to three years. We
did not shy away from making the necessary investments to develop these
skills, but we were well aware that it
was essential to maintain this talent
within the company.
We used various methods to make
this happen and the fact that Vestas
is present in many countries around
the world served us very well. For instance, we came up with a rotation
program, so workers do not have to
leave home for very long periods, and
this allowed us to keep competent
people on board and also gave them
the opportunity to strengthen their
skills and learn to work with the newest technologies.
The most recent wind turbine technology installed in Romania is already
10 years old - can you explain what
are some major technological advancements that were made since?
Just as any other technology wind turbine technology becomes less expensive and more efficient as it evolves.
In 2010 we used to install 3 MW
turbines, state-of-the-art at the time,
whereas presently we have developed
5 MW+ turbines.
Similarly, 10 years ago the rotor diameter was 90 m and now we reached
162 m. This means a higher production capacity and more power in areas where the wind is less strong (the
bigger the rotor, the less wind it needs
to spin, and implicitly the more power

it produces). Doubling the rotor diameter means up to four-fold revenues.
The hub heights have also increased
compared to a decade ago - the average hub height in Romania is around
105 m presently, but the technology
that has been developed meanwhile
goes as high as 166 m. The higher
the turbine the more and steadier
the wind blows. 1 m more hub height
roughly means 1% more revenue.

You are providing a necessary service to isolated residents, among others – what was the rationale behind
this strategy?

Călin

FLORIAN
Last year we opened a new
logistics and training center
close to Constanta, that
spans an impressive surface
of 2,500 sqm and that serves
the entire region of Eastern
Europe. Through this center
and the expertize we have
nurtured in the past years we
are completely ready to take
on the work that is coming
and poised for growth.

What are your expectations for Romania’s renewable energy sector over
the coming two-three years?
We see a great deal of opportunity
going forward because energy consumption is expected to increase and
no doubt more production units are
going to be needed. Furthermore, the
technology that is currently in use has
become rather old if we consider the
advancements that have been made
in the past decade and upgrades will
be required. Our message to the investment community is to keep their
eyes on Romania, as we are confident
new opportunities will soon unfold
with the renewable energy targets of
Europe, and Romania following with
increasing ambition and shaping the
right policy and market frameworks.

CEO
PMG Wind
PMG Wind has its own production capacity in Cluj.
What proprietary products are developed there?
We developed our first proprietary product at the very
beginning of our activity, namely a generator. It took
us about three to four years of trial and testing and we
essentially managed to build the product from scratch
without any external help or funding and we take great
pride in the result. We designed the generator to be
used specifically in green energy, and keeping this particular focus in mind allowed us to create a product that
performs spectacularly for wind and hydro production.
In the case of wind energy, for instance, you need a
certain speed for the turbine to start producing and we
managed to have the lowest speed at which we go into
production. We also fare excellently in terms of resistance, which was proven by installations that we built in
difficult areas, with very high intensity winds.

The majority of our work is indeed dedicated to the
residential sector, and particularly off-grid systems, a
chosen niche for us where demand is on the rise. The
development of this market was a natural result of unmet needs, as there are many isolated areas that do not
have access to the national grid at all, or if they do the
connection is problematic. People in these areas would
most often rely on generators, which use fossil fuels
and involve recurring costs, and this prompted them to
start looking for alternative solutions. Renewable energy systems fit their needs perfectly and people started
trusting these solutions more and more over time.
What impact do you expect the national program for
installation of photovoltaic panels to have on the local
market?
The idea is good and it will certainly have a positive
impact on the population. For the end customer such
installations can bring annual cost savings of up to
75%. I do expect, however, some difficulties in the implementation process, as both the customer and the
parties responsible with installation will have to deal
with various layers of bureaucracy, at least in the beginning until all mechanisms are in place and the first
projects are completed.
We hope this program will not be a one-off initiative the funding offered presently allows for about 30.000
installations at a national level, which is relatively low
compared to the interest we are seeing amongst consumers and also the potential that this field has.

The company is very active on international markets.
What does your geographical footprint look like at
this point?
About 70% of our production ends up outside of Romania and this percentage keeps growing. We have a
strong footprint in Europe, in countries such as Belgium, Norway, Poland and Turkey and also in Africa,
which we find to be a very good market.
Working in such varied locations involves a great deal
of challenges, because we need to adapt our configurations to each particular climate. We take patience
in understanding the specifics of the country because
it allows us to personalize the solution according to
these specific needs and ensure the highest levels of
efficiency.

Ovidiu

PUȘCĂ
Managing Director
Carpat Energy

RENEWABLE ENERGY

investment reports

RENEWABLE ENERGY

investment reports

Clariant has started construction of
the first cellulosic ethanol plant in Romania. What were the circumstances
that led to this investment?

photo: pxhere.com

a field of possibilities
biomass & biofuels
Biomass is the fuel of choice in the
countryside, where almost half of Romania’s population resides. Indeed,
most heating and cooking there takes
place using fuel wood. Properly monitored and collected, such wood is being accounted for as a renewable energy source, thus contributing to the
country’s overall share of RES.
Biomass is a multidimensional concept, which must be properly operationalized. Following the US Energy
Information Agency, here are the main
examples of biomass uses for energy
purposes: ”Wood and wood processing wastes—burned to heat buildings,
to produce process heat in industry,
and to generate electricity; Agricultural crops and waste materials—burned
as a fuel or converted to liquid biofuels; Food, yard, and wood waste in
garbage—burned to generate electricity in power plants or converted to
biogas in landfills; Animal manure and
human sewage—converted to biogas,
which can be burned as a fuel.”
Hence, many uses and many meanings. One important thing, however, is
that the biomass industry develops in
a sustainable manner, without causing
deforestation, displacing food crops
or resulting in net positive life-cycle carbon emissions. Consequently,
there are several challenges to the
sustainable biomass industry: it must
be environmentally friendly, climate
responsible, socially acceptable, and
cost competitive. Even under all these
constraints, Romania is deemed to
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have an exceptional potential for sustainable biomass. However, other than
the use of raw firewood, there is barely any industrial development in the
biomass sector.
One crucial issue in ensuring the needed biomass fuel chains has to do with
building a functional system of waste
disposal in Romania and developing
technologically viable solution of turning waste into energy. Thus, “we are
working to develop the waste-to-energy market, a massive problem right
now in Romania, especially considering current recycling practices. Clariant and GETEC are working together

on the bioethanol facility, but they also
face the same challenge of recycling
agricultural goods. Preliminary steps
need to be taken to grow the biogas
and biomass industries, and closer
collaboration between the Energy and
Environment Ministries is paramount
in this respect, even in order to efficiently finalize the country’s national
energy plan,” explains Sebastian Metz,
General Manager of the German-Romanian Chamber of Commerce (AHK).
As such, the sustainable biomass industry also needs research and innovation, to allow for development
based on the most efficient and environmentally friendly technologies.

Johannes BECKER
Partner
TPA Group
What Romania does not really have at the moment are biomass and biogas projects, which is atypical in the EU. We do
have the raw resources technically, but in the case of biomass,
unlike in the West, we are not able to make full use of this resource due to the ageing heating and pipe systems. Similarly,
in the case of biogas the resources are available, there is a lot
of organic waste in households, but we need to figure out a
system for them to be collected and ensure we have the proper technology to process them. The legislation in the field also
needs to be thought out in a way that allows for profitability.

Dragoș
GAVRILUȚĂ
Country Manager
Clariant

Clariant is one of the world’s leading
specialty chemical companies.
Originally from Switzerland, the
company has a strong international
footprint and its work is organized
into four business areas: Care Chemicals, Natural Resources, Catalysis
and Plastics Coatings.

We screened many potential locations
in Central and Eastern Europe and
ultimately decided on Romania for
several reasons. Firstly, the raw materials used in the production process
consist in agricultural residues (wheat
straw, barley straw, corn stover etc.)
and there is an abundance of such materials in Romania. Furthermore, we
looked at existing infrastructure (I am
referring here to both transport and
utilities) and the existence of a qualified workforce.
The location we decided on, Podari,
is right next to Craiova city which has
a rich history in chemicals and manufacturing, and that was able to meet
all the essential criteria that we were
looking for. The value of the investment amounts to over €100 million
and it will generate 100-120 direct
jobs in the long term on the industrial platform and in addition, 300 or so
jobs can be created in connected businesses, e.g. the collection, storage and
transportation of straw.

What is important to emphasize is Romania’s tremendous
potential for becoming a producer of advanced biofuels. In
fact, the raw materials that
are available here would allow for construction of many
advanced bioethanol plants.
We can become an essential
player on the production side
and ensure supply not just for
Romania, but for other countries as well.

Can you tell us more about the main
uses of cellulosic ethanol?
Firstly, it is closely linked to transportation sustainability and the global
concern regarding carbon footprint
reduction. Lignocellulosic biomass can
be used to produce advanced bioethanol, a highly sustainable solution that
has been welcomed and mandated by
the European Union and many countries around the world.
These biofuels can be mixed with gasoline (available in petrol pumps in EU
in 5-10% of the mix) and the result is
a reduction of GHG emissions by up
to 95% with the sunliquid® ethanol.
Another advantage is that it allows us
to use the same infrastructure (for example, there is no need to build new
pumping stations because the mix is
done in advance through the refining
process) and we also do not need to
change our cars, because biofuels are
compatible with the existing ones.
The sunliquid® technology is being
used on an industrial scale for the
first time. What kind of value does
this new technology bring?
In terms of production, there are two
types of technology that can be used.
The first-generation technology uses
grains, corn, wheat and so on. What
we are using is called second generation technology, the difference being
that we do not use the grains from the
harvest itself, rather we use the agricultural residues (wheat straw, barley straw, corn cobs, bagasse or top
and leaves from sugarcane etc.) that
would normally be either burnt or get
chopped and incorporated into the
soil again.
The sunliquid® technology was developed by Clariant, through R&D work
that started way back in 2006. In 2009
we inaugurated our first pilot plant in
Germany and in 2012 we started-up
a “pre-commercial plant”, that uses
the same technology but on a smaller
scale of around 1,000 t/year. By comparison, in Romania the goal is to produce 50,000 t/year.
romania energy industry 2019
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There is an entire area of infrastructure waiting to be developed, whether we are talking about roads, railways, water
purification and treatment plants or the modernization of
some power generation facilities, given that many of them
have reached the end of their life cycle. We do have to tackle
the challenge of a shrinking labor force, but aside from this
the prospects are very good and we expect a boom in investments in our field.

George CIUBOTARU
Vice President

Electroalfa

Transfăgărășan Road, Făgăraș Mountains
photo: Adobe Stock
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ROMANIA GAS PIPELINE NETWORK AND EXPANSION PROJECTS

energy transport infrastructure

photo: OMV Petrom

opening borders
Natural gas flows have undergone important changes in Romania, both due to the decline of old fields
and the emergence of new sources. By contrast the structure of the national transport system has largely
remained the same during this time. This stands to change, however, as there are many projects for regional interconnection underway which bring about exciting opportunities for the country.

NATIONAL GAS TRANSport SYSTEM (NTS)
The first pipe ever built as part of the
National Transport System (NTS) was
put in use in 1914. According to Transgaz, the National Gas Transport System Operator, a large part of it needs
rehabilitation and modernization,
because it has been in use for more
than 20 years. However, the technical
state has remained at appropriate levels, due to the fact that maintenance
and development work has been done
throughout this time.
Romania is presently interconnected
with Ukraine, Hungary, the Republic
of Moldova and Bulgaria. All these
countries currently rely on Russian gas
as their only source of supply. Recent
years have seen sustained efforts to
diversify supply routes with the obvious purpose of increasing security
and also to ensure better conditions
for price competitiveness. Romania
already has the smallest dependence
on imported gas and new discoveries
in the Black Sea are likely to strengthen its position in the region.
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72% of the 13,350 km
of natural gas pipelines
require rehabilitation
and modernization

Gas transport infrastructure plays a
crucial role in this context, and Transgaz is currently faced with a major
challenge: to develop, in the shortest possible time frame, a natural gas
transport corridor that will ensure
both the necessary degree of interconnectivity at European level and
enough capacity to serve the domestic market.

Karl LEIDENFROST
Managing Director,
Habau PPS Pipeline Systems

Habau has been the leading pipe constructor for lots two
and three [of BRUA], starting from September 2018. We
now have, in Lot 3, 72 km built for which we are pressure
testing as the final step. We are well positioned for the April
2020 deadline.

BRUA Project - Development Phases
For Phase I the objective is to develop Podisor-Recas Corridor, a pipeline
with a length of 479km that can transport volumes up to 1.75 bcm per
year. This segment will include the construction of a measuring station
and three new compressing stations at Podisor, Bibesti and Jupa.
Phase II seeks to expand the natural gas transport capacity from Recas
to Hungary, and upgrade the compressor stations at Podisor, Bibesti and
Jupa. The length is about 50km and the volumes that can be transported
go up to 4.4 bcm per year.

source: Transgaz
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brua pipeline
a game changer
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The developments that took place in recent years have revealed that the most important supply routes for Europe
will start from the Caspian and the Black Sea. BRUA (Bulgaria-Romania-Hungary-Austria) is a key element of the infrastructure that needs to be developed to ensure that the
natural gas can be made available across the region.
The pipeline will lead into Austria’s Baumgarten Hub,
which means Romania will essentially be able to export
gas to Western Europe.
The construction work for BRUA has begun and is set to unfold in two phases. Phase I is under development and progressing according to schedule, while construction of Phase
II is envisioned to start this year and be finalized in 2022.
However, Transgaz is still assessing the economic viability
of the project. For the time being only 40% of the transport
capacity has been reserved which is not enough to justify
the investment. Whether the project is implemented will
depend on the demand in the market, also keeping in mind
the regulated pre-established tariffs. Transgaz has been
working on a new round for capacity reservation, but the
dates have been delayed several times, most recently until
October 1st 2019.
The final investment decision (FID) from Black Sea Oil &
Gas touched down earlier this year after a long period of
deliberation. However, the main supply source that the new
pipeline aims to serve is the onshore Neptun Deep perimeter, under concession by ExxonMobil and OMV Petrom.
The FID for this project has been postponed indefinitely,
because of the stalemate created between producers and
authorities. These stem from disagreements regarding the
Offshore Law and other more recent, controversial changes
that have been passed such as GEO 114/2018.
Green Light Granted for the Black Sea – Podisor Pipeline
In May 2019, Transgaz obtained the right to start working
on the pipeline that will retrieve natural gas from the Black
Sea and connect it to the NTS as well as BRUA. Niculae
Badalau, Minister of Economy noted: “It is a very big step
we take to create value around the Black Sea resources.
The pipeline built by Transgaz will allow us to direct the
natural gas that we will exploit in offshore perimeters both
to BRUA - so towards export, contributing to regional and
European energy security, as well as to the National Gas
Transmission System - that is, for internal use, enabling
local communities and economic agents in the country to
have access to these gas resources that are particularly important.“
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NATIONAL POWER TRANSMISSION GRID (PTG)
tunities for exporting electricity to neighboring countries.
The lines and electric stations that make up Romania’s powThis project has been included in the European List of Proer transmission grid were mostly built between 1960 and
jects of Common Interest (PCI) because it contributes to
1980. The last few years have seen extensive maintenance,
the EU’s strategy for the trans-Eumodernization and development
ropean energy infrastructure.
works, and older electrical installations have largely been replaced.
The completion of the
About 64% of the construction
But additional efforts are neceshas been completed already, and
sary in order to meet the current
400kV ring is expected to
the remaining 36% consists of segnecessities of the country. Since
increase the safety of the
ments that are either in work or in
the beginning of 2019 TranseNational Energy System
different phases or preparation.
lectrica, the Romanian electricity
The total investment amounts to
TSO, has accelerated 38 investand help fulfill the obligaapproximately €200 billion. Fundment projects focused on modtions assumed by Romania
ing is being ensured through both
ernization and refurbishment and
at EU level.
local and European Union prohas launched six new procuregrams, and the various segments
ment contracts for the upgrading
will be put into operation gradually
of electrical installations that are
up until 2027.
approaching the end of their lifecycle.
Constructing the 400 kV Metropolitan Ring of Bucharest
Closing the 400 kV National
EU Interconnection
Power Ring
Targets for Romania:
The demand for electricity in the
capital city has been increasing at
At present, Romania faces an ima faster pace than the country’s
balance: 80% of the electricity
average, and the trend is expected
production is concentrated in the
to continue in the coming years.
Southern area of the country and
Closing the 400 kV ring that will
only 20% in the Northern part.
serve Bucharest has therefore become a priority. The first decisive
A key benefit of closing the 400kV
step in this direction has been
national ring is facilitating the
done in June 2019, when Transelectrica launched the tentransport of electricity from over-production areas to wideder for the acquisition of a study which will help identify the
spread consumer areas in the most efficient way, and save
optimal solutions for this development.
money all while doing so. The new infrastructure will also
increase the interconnection capacity and open new oppor-

10% by 2020
15% by 2030
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Conpet plays the essential role of
operating the National Oil Pipeline
Transport System. Can you give us an
overview of its current condition?

Timur Vasile
CHIȘ
General Director
Conpet

Conpet provides specialized oil transport services via pipelines and by rail,
securing the supply of refineries with
domestic and imported crude oil and
derivatives. The company also handles the operation and maintenance
of the National Oil Pipeline Transport
System.

The pipeline network has a length of
3,800 km and it is generally in good
shape, so the work that we are undertaking at the moment is mostly
focused on maintenance. We did go
through a noteworthy modernization
process back in 1998, based on a report performed by Bechtel and funded
through the World Bank. At present
we have a program in place that aims
to eliminate all existing damages and,
for pipes that are no longer in use, we
are looking at solutions to either deactivate or preserve them depending
on the case.
The extent of the network is enough
to fully cover the needs of producers
and refineries that are active in the
market today. Going forward, all development works will be made based
on new discoveries in the country.
One example is the agreement we
have recently signed with Serinus,
with regards to their discoveries in the
region of Satu Mare.

Another major investment we have
planned is the development of loading
ramps in areas in which our company
will drive business in the future. For
instance, we are testing the market at
Caragele, with the expectation being
that the quantities extracted there will
amount to about 150 t/day.
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We are also testing the market for
other beneficiaries, and we will adapt
based on their requirements.
Given your highly developed presence in Romania, are you looking to
expand operations into new geographies?
Regional expansion is indeed one of
our objectives going further. We have
signed an agreement with NIS Petrol
and, as a next step, we will start transportation by rail to Serbia. We try to be
present also for the reactivation of the
pipe that connects Pitesti with Pancevo, and when Serbia becomes an EU
member we are ready to sit down with
them to understand their needs and
how we can best work together.
We have also made a first step in Poland, through the partnership we have
with Serinus. What comes next will
depend on regional policies, and it is
worth noting that we will only develop
work when we have a clear beneficiary
in mind and agreements that have a
duration of minimum four years.

What can we expect from Conpet in
terms of investments in the next period?
We are planning major investments
in locations that are delicate from an
environmental perspective. One such
example is the Danube-Borcea area,
a project we will start in August this
year and during which we will create
a new undercrossing. The capacities
that are in place can hold for another
ten years, but this way we ensure the
protection of the Danube Delta and,
at the same time, we ensure the security of the system.
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Aside from regional development, we are advancing our
capabilities in road transportation for a variety of products that extend beyond
the oil & gas sector. We are
looking, for instance, at opportunities to transport cereals and chemicals, and the
fact that we have the loading
ramps already in place gives
us a great advantage.

Habau specializes in pipeline & plant construction and
maintenance solutions, for the
oil & gas sector. The company
is part of the broader Habau
Group, which counts over 100
years of experience, 5,000
employees and €1.5 billion
turnover.

Karl
LEIDENFROST

Habau is one of Europe’s leading construction companies, and in Romania
you have been involved in high profile projects in the oil & gas segment,
such as BRUA – can you introduce us
to your current capabilities?

key projects surrounding lots two and
three for BRUA where we are in fact
bidding and hoping to be selected. We
are keen to take on additional projects
but the reality is that we did not bid
on some of the recent tenders due to
a rather serious problem we are facing
regarding human resources. We are in
a position where we need to import
human resources from countries such
as Ukraine, Macedonia, Montenegro
or Vietnam to do the necessary fieldwork.

Our HQ is in Austria, however, we
have subsidiaries all over Europe and
opened our office in Romania 12 years
ago. Working with Petrom as of 2008
came as a natural decision given our
history and relationship with OMV in
Austria. We currently have 300 employees in the country and achieved
over €35 million turnover in 2018, in
contrast to our humble beginnings of
15 employees.
BRUA was a game changer last year
and gave us a chance to grow exponentially. Overall we have built a specific niche constructing pipelines and
affiliated solutions for the oil & gas
sector, serving clients such as OMV,
Romgaz, Transgaz or Conpet.
Are there other projects currently
in the tendering phase, do you have
your sights set upon any particular
ones?
There are three major projects at the
moment, BRUA, another development
in the Northern side of Romania, as
well as a Black Sea Pipeline in the bidding phase. Transgaz also has a number of smaller projects under way, with
thousand of kilometers scheduled
within the next decade.
Our resources have been directed at

Managing Director
Habau PPS Pipeline Systems

Human resources have come up frequently as a serious industry pain
point – other than importing talent
from other countries how are you
tackling this challenge?

One idea I believe in is actively appealing to Romanians working abroad, through
fairs and such, and making
them aware that the work climate at home has changed.
There are large opportunities
to find great work here, under
good conditions and well remunerated as well.

ent in our industry. For example, we
are collaborating with the Austrian
Embassy to open training centers to
educate young people – our first class
starts in September this year.
Having now spent over a decade in
Romania’s business ecosystem, what
is your assessment of the ease of doing business, and what are some of
the challenges you have come across?
There are definitely things happening here, and overall a well developing business environment. Of course
the number one consideration for
any investor is the political stability
factor, which can stand to improve
in Romania. The past few years have
seen more changes than any of us can
count, and legislation can even transform from one day to the next.
There is some progress, though, that
is worth noting. When we arrived, the
management of key administrative
state institutions were changed along
with political parties, while nowadays
there is continuity in these functions.
Overall, our experience has been positive and I believe there is room for
more investments to be made.

It is not enough to import, of course,
rather we are working on multiple
fronts to attract, train and retain talromania energy industry 2019
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How has CIS GAZ evolved in the Romanian market since inception and
what are the key sectors driving demand nowadays?
We managed to succeed the test of
time and the transition between generations, and I believe this was a key
factor in the evolution of the company. Throughout the 28 years of activity
we were faced with many challenges,
but the evolution was mainly a good
one especially if we consider the last
10 years.
Demand is presently driven by both
the ongoing need for maintenance
as well as the emergence of new projects. The past few years have seen
important projects taking shape, such
as BRUA, and the industry is at a very
exciting tipping point, more so than
we have witnessed in the past two
decades.
Following market liberalization, CIS
GAZ expanded into the supply business. How has this sector progressed?
We obtained our first license as gas
supplier in 2005, amongst the first
companies taking advantage of the
2004 market liberalization. We started by supplying to industrial users,
and expanded to retail in 2015. Romania’s market liberalization was not
always predictable, in fact it was quite
challenging at certain points in time
for the private sector. Besides, there
is still a need to inform and educate
end consumers on their options - as
a company we are already doing this
proactively, and we hope the authorities will also increase their efforts in
this matter.
What was the rationale behind venturing into renewables in 2012?
Starting in 2010 there was an overwhelming national and regional trend
in the development of renewables,
coupled with strong regulatory support. It became a natural avenue for
CIS GAZ to follow in order to offer a
full-fledged portfolio, complementing
our existing services in natural gas.
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Oscar Downstream is the largest independent fuel
distributor in Romania. Their business solutions cover
all distribution channels: home-base filling stations,
fuel cards, wholesale deliveries, B2B and retail stations, thus creating an integrated system that allows
customized solutions for each industry and client.

Horațiu Sebastian

CĂLUGĂR

General Manager
CIS GAZ
CIS GAZ is a 100% privately owned
energy company, founded in 1990.
The company is one of the key EPCC
contractors for the oil & gas industry,
full circle service provider and also
an independent energy producer and
supplier in Romania.
What unraveled afterwards led to a
few difficult years, however, things
have started picking back up again
of late and reaching steady ground.
Together with our partners we are
considering once more to invest in
this side of the business. One positive
example of improvement is in the cost
of technology, much more accessible
than it used to be and a game changer
for the industry at large.
What is your vision for the company
going forward?
One priority is to bring our retail project to its full potential and make our
online platform “CIS Eficient” successful and beneficial to our clients.
We are also keeping an open mind
towards international expansion because we want to make the most of
the know-how we gathered in the last
28 years.

You have climbed the ranks of leading downstream providers in what is
a very competitive space - what was
your path to success?
OSCAR Downstream grew steadily
and sustainably, and managed to become a top five player in the Romanian downstream segment. This was
possible because we have national
sales coverage, strategic partnerships
for products supply, a very modern
and flexible logistic structure and a
loyal customer base.
In 2004 we were the first to introduce
on the Romanian market the homebase fueling station, DIESELpoint
concept and service, covering the
southern region of the country. This
became the main growth driver of the
company, for instance we extended
to national coverage with more than
2100 fuelling stations in 2019.
Romania’s EU accession in 2007 and
the free circulation of goods and services also created new opportunities,
because it allowed us to import oil
products with better quality and pricing terms, and to put an end to the
dependence on local refineries for
product supply.
What are the main regulatory hurdles
you have noticed in your sector?
Firstly there is a lack of investment in
infrastructure (rail network, delays in
motorways construction) that is producing operational inefficiencies, cost
burdens and logistical problems, with

The sense of value

significant impact on the fuel transportation as well.
Secondly, some economic measures
such as the increase of fuel excise tax,
have encouraged Romanian transport
companies to migrate a part of the
fuel consumption from Romania to
other European countries. This translates into a huge challenge for the
companies operating on Romanian
territory to be commercially creative,
and to keep and increase the volumes
sold and thus the business.
You have your sights set on expansion for the coming years - what do
you wish to achieve with priority?
Our plans for growth bear in mind a
very competitive Romanian market,
the consumers’ needs and the overall potential of the oil & gas market.
We will focus on capturing the demand growth, entering new business
segments such as B2C, with stations
under the OSCAR brand, and further
develop the RO stations franchise.
We will also consolidate our presence
on retail and other key business fields
such as agriculture and transportation,
and increase operational efficiency in
sales, supply and logistics. Regarding
the expansion plans of the company,
we can state our interest in expanding
our fuel stations network with regional and international partnerships.

The OSCAR fuel,
at your service,
in every moment.

The same values,
a new journey.

oscars.ro
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E-MOBILITY:
THE FUTURE IS ELECTRIC
Sales of electric and hybrid vehicles in Romania reached
2,285 units in the first five months of 2019, up by 70%
compared to the same period of 2018, according to statistics of the Association of Car Manufacturers and Importers
– APIA. However, their share in the overall car sales remains
rather low, at 3.4%.

CHEVROLET
Country Manager
GEFCO

Can you briefly explain the relevance of the energy
sector for GEFCO’s portfolio?
The energy sector represents one of our strategic directions for development, in Romania as well as globally. It is a sector that is developing very fast and we are
keen to be a part of this story. The core of our customers from the energy sector come from oil & gas and renewable energy, and we assist them with transporting
good across Europe, as well as to and from China and
the United States. We have just recently organized a
bulk transportation of cargo from Constanta to Turkmenistan, a very complex operation because it involved
using the Danube river and crossing the Caspian Sea.

Rabla Plus is dedicated to plug-in and fully electric cars,
and Romania in fact offers a €10,000 incentive for going electric, the highest subsidy in the EU.

From a logistics point of view infrastructure is important of course, but it is an even playing field for
everybody involved. Any problems I can think of are
problems that our competitors are facing as well, so
securing a top spot will depend on other elements.

Naturally this initiative needs to be complemented by an
efficient charging station infrastructure, and Romania has
seen notable progress in this regard: “One challenge we are
noticing is people’s perception that their cars will run out of
electricity, but in reality, the network of stations is already
developed enough that it allows for travel pretty much anywhere in the country” explained Aurel Arion, CEO of Renovatio Trading, the first company to build a public electric
vehicle charging station in Romania. “We decided to build
the infrastructure well aware that it would take a long time
to recover our investment (a fast charge station can cost up
to €35,000). Things are moving slowly but surely, we are
starting to see more competition in the market, which is a
very good thing.”

There is certainly room for improvement when it
comes to highways and railways, we welcome any
plans to upgrade them, but we understand that it is
not an easy problem to fix. You cannot replace the infrastructure each year and deterioration is bound to
take place. Regarding customs operations we have not
come across any problems, we have experts handling
the procedures and they are cooperating very well with
the authorities.

One notable initiative in this area is NEXT-E project, financed from European funds. Thus, 40 fast charge stations
will be installed in Romania, of which 19 by E.ON Romania
and 21 by MOL Romania. Up to now, 9 charging stations
have been set into operation in the Moldova area. By the
end of August, E.ON Romania intends to also implement
this project on the route Iasi – Gheorgheni – Tirgu Mures,
which will thus become an “electrical highway”, with the
charging infrastructure available on the whole route.

How would you assess the state of infrastructure in
Romania and the ease of customs operations?
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Like many other countries, Romania decided to implement
a support scheme to encourage the shift to a sustainable
transport. The Rabla Plus program, initiated by the Environmental Fund Administration (AFM), offers the highest
subsidiy in Europe towards the purchase of a new electric
vehicle.

Romania’s power distribution sector was privatized in 2005 and 2006, when five distribution
companies were acquired by large European energy firms and granted regional monopolies. The
importance of this sector for Romania has been highlighted through a PwC study in 2018, which
showed that the value added by the distribution sector to the GDP amounts to approximately
€2,8 billion, roughly 1,42% of the GDP.
According to ACUE (Federation of Associations of Energy Utility Companies) the distribution network requires an investment effort of over €10 billion in the long run, in order to replace the obsolete infrastructure and reduce the gap compared
to the EU average.
Very large investments are difficult
to undertake, however, because they
run the risk of not being approved by
ANRE. The reason? All investments
get reflected in final tariffs and can
become difficult to bear by final energy consumers. The appetite for investment was also affected by the state’s
decision to lower the regulated rate of
return (RRR) starting with 2019, which
led to the dissatisfaction of many distribution companies. The RRR, which
used to sit at 7.7% in the past, was
initially reduced to 5.6% in 2018, and
then increased again in April 2019 to
reach 6.9%. “It is still far from ideal,
but these modifications did send out
a more positive message for the industry, by showing that the concerns
expressed have been heard and that
the dialogue has been effective to a
certain extent.” commented Mihai G.
Popa, Corporate Legal Department
Director at E.ON Romania.

Silvia VLĂSCEANU
President
ACUE

There is great need for new investments in Romania’s ageing infrastructure – roughly 60% of networks are more than 40 years
old. The state has been conducting maintenance works, and
private companies had investment programs as part of the privatization plans, but the reality is that some of them need to be
completely replaced.
Another area that requires investment is digitalization, more
specifically the implementation of smart metering. The initial
target was that 80% of distribution company customers to have
smart systems installed by 2020, but progress was slow and last
year the deadline was extended until 2028.
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Investments Geared towards
Modernization & DIGITAL TRANSFORMATON

Vasile CÂRSTEA
General Manager
Depogaz

There is room for growth for us here given the current circumstances.
We plan to expand our storage capacity, namely we want to reach a 4,5
bcm of storage, and we want to grow our injection capacity up to 30 M
cubic meters per day, and 42-44 mcm in terms of withdrawal. Through
the increase of the withdrawal capacity we work towards reducing the
dependence on external sources, therefore increasing stability and security of supply in the energy sector.

86

romania energy industry 2019

CEZ Group has also undertook significant investments in the past years.
Speaking about what we can expect
from the company in the near future,
Ondrej Safar, Country Manager mentioned: “At this stage we are focusing
more on digital transformation, including data collection, smart metering,
mobile workforce management and
generally a direction of being more
and more effective when it comes to
using both our equipment and our
people. We hold a lot of the knowledge still in a paper format and this
makes it difficult to retrieve and turn
it into something meaningful.” This
trend is likely to continue especially in
light of disruptive trends such as that
of prosumers, which bring about great
challenges for classic transmission and
distribution systems, and stress the
need for smarter grids.
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Still, there are many investments underway, covering modernization and
expansion works and especially digital transformation. Delgaz Grid, for

instance, has invested approximately
€105 million last year in modernization works, the highest since the
company entered the Romanian market. Frank Hajdinjak, General Manager
noted: “We estimate that the annual
investment budgets for the next years
will come out at a similar level (around
€100 million/year) if no other major
changes crop up.”

Media Partners

Corneliu Bodea, Adrem, explains the
reasons behind these delays: “A distribution operator in Romania generally

manages about 1 million consumers,
and the investment required amounts
to approximately €100 million, that
consumers in that area will have to pay
through tariffs over a period of time.
The installation of smart metering systems must therefore be done in a rational way, aligned with the consumer
absorption capacity.”

Partner

An area of particular focus in terms of
investments is smart metering, widely
regarded as the cornerstone for smart
grids. Romania’s initial target was
that 80% of distribution companies’
end consumers have smart systems
installed by 2020, but progress has
been very slow. Last year the law was
changed and the deadline extended
until 2028.
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CEZ Group has established a strong
and diversified footprint in Romania.
What initially drew your attention to
this market and how has the company
evolved since?

Ondrej
SAFAR
Country Manager
CEZ GROUP

CEZ Group is represented in Romania
by nine companies, with capabilities
ranging from distribution to supply,
trade, energy services and renewable
energy production. The company also
operates the largest onshore wind
farm in Europe.

The period 2004 - 2005 saw several
privatizations across Eastern Europe,
and a time when the Czech National Energy company was looking for
opportunities to grow internationally. We entered Romania at the same
time with Bulgaria, by acquiring a local
distribution company, and in the first
years we focused on a transformation
process.
In 2008 we acquired a wind farm project in Fantanele, Cogealac and we
had the amazing opportunity to be
among the first ones - when we started the project the installed wind capacity in Romania was 2-3 MWh, and
the project we acquired amounted to
600 MW. Even today, it is the biggest
onshore wind park in Europe.
From a distribution perspective you
cover the entire region of Oltenia.
What can we expect in terms of investments in the next period?
At this stage we are focusing more on
digital transformation, including data
collection, smart metering, mobile
workforce management and generally a direction of being more and more
effective when it comes to using both
our equipment and our people. We
hold a lot of the knowledge still in a
paper format and this makes it difficult
to retrieve and turn it into something
meaningful. It is also an investment
for the future - as prosumers become
more common, the energy flows are
going to become more complex, because often times they will produce
more than they consume. It will help
us greatly to have online information
about this, know the precise load of
every part of the network and understand the patterns that come into play.
The company has maintained a strong
position in the renewable energy sector, despite the many legislative turbulences. What is your outlook for
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the sector presently?
The original investments were based
on public subsidies, and the turbulence the ensued in Romania is similar
to what happened in many European
countries at the time, whether we are
talking about Poland, the Czech Republic or Spain. It is important to look
at these events from a broader perspective. Now that the price of technology has gone down so much, it is
becoming possible for investments to
be feasible just based on the sale of
electricity. This is great news because
it attenuates the risks associated with
changes in legislation.

In the last two years the electricity prices have steadily increased, and if this continues
it will give renewable energy
investors strong reason to
move ahead. We are looking
ourselves for opportunities
to diversify, and leverage the
knowledge we gathered operating the largest onshore
wind farm in Europe.
What is your assessment regarding
ease of doing business in Romania
based on your experience here?
Our experience has been a good one,
compared to other countries I have
worked in like Bulgaria or Turkey, Romania is no doubt more developed
and predictable. When it comes to
people, I believe they are very well
educated, many have worked in international environments and can easily
communicate in English. Especially if
we consider the current circumstances in countries like Hungary or Poland,
it is fair to say that Romania is well
equipped to become one of the more
stable countries in Central and Eastern Europe.

E.ON Romania is the platform
company that supports and
coordinates the operations of
E.ON Group in the energy sector in Romania. The company
handles distribution, supply
as well as digital and e-mobility solutions.

Through Delgaz Grid, you handle
distribution for 20 counties in the
Northern area of the country. What
can you tell us about the current state
of the infrastructure in the region and
investments you have planned for the
near future?
Last year the total investments of Delgaz Grid, part of the E.ON Group in
Romania, amounted to approximately €105 million, the highest since we
entered this market. As in every year,
most investments targeted the modernization of the gas and electricity
grids. As a result of our investments,
we already have visible improvement
at level of the performance indicators
of the networks, but further investment efforts are needed.
We estimate that the annual investment budgets for the next few years
will come out at a similar level (around
€100 million/year) if no other major
changes crop up. Since entering the
Romanian market, we have invested
around €1.6 billion (2005-2018, inclusively). Over 7,500 km of natural gas
grid were modernized, alongside with
around 6,000 km of power grid.

NEXT-E project is currently underway. What progress has been made
so far and how do you expect the
e-mobility sector to evolve in Romania in the coming few years?
Since we are talking about electric
mobility, we would like to promote
an energy world which is powered

Frank
HAJDINJAK
General Manager
E.ON Romania
by electric cars, this being the reason
why we got involved in the NEXT-E
project. Specifically, 40 fast charge
stations will be installed in Romania,
of which 19 by E.ON and 21 by MOL
Romania.
Within E.ON group we are running
several European projects whereby
we foster the development of large
scale use of electric vehicles, which
is one of the least polluting and most
sustainable means of transport. In this
context, it is essential that we offer
easy access to charging stations to
electric vehicles owners. At the same
time, it is an opportunity for E.ON
to offer new products and services
whereby we can meet the wishes and
needs of our customers.

You have recently finalized the first
smart street lighting project in Romania. Can you explain what role you
expect digitalization to play within
E.ON Romania going forward?
Indeed, the first smart village project
in Romania was implemented last
year, in the commune of Frumuseni,
Arad county. Several efficiencies increase works have been performed
on the inside lighting systems in local
public administration buildings. The
goals going forward have in mind the
installation of PV panels to ensure the
necessary volumes of electric power
for several buildings belonging to local public administrations. We are also
considering the extension of the smart
village concept at national level.

The connection between the energy
sector and technology, innovation,
digitalization is tighter and tighter. As
far as we are concerned, digitalization
and innovation in general are clear and
compulsory answers for the future.
Digitalization means services that
bring simplicity, time saving, mobility,
opening, easiness and clarity in the relationship with our over three million
customers.

In the current context of the
energy world, ever more characterized by decentralized
generation from renewable
sources, smart grids, digitalization etc., we can no longer
be just an energy supplier/
distributor. Climate policy in
the future will focus not on
the question of “if” abundant
renewable electricity can be
produced, but rather “how”
it can be integrated into the
system.
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A GROWING APPETITE FOR
DIVERSIFICATION
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turn on the light

Recent volatility in legislation has impacted the supply
sector in the sense that it raised the risk of increased imports and also limited the predictability of their supply. For
instance, no gas transactions were made in the first trimester of 2019 on the BRM (The Romanian Commodities
Exchange) - keeping in mind that BRM transacts approximately 70% of the total national gas market and consumption. Gabriel Purice, President of BRM further explained:
“We noticed a slight recovery after the publication of GEO
19/2019 which abolished the capping of gas prices for industrial consumers, but the volumes remained very low. […]
The biggest problem that has come out of this situation is
that everybody is in a state of confusion and distrust. We
expect it will take at least one year until the market will return to a normal pace.”

energy supply to end consumers
Romania finds itself towards the end of a long and rather arduous liberalization process. The
electricity market has been fully liberalized starting with January 1st 2018, and the gas market
caught its moment of freedom under the sun, alas only temporarily, starting with April 1st 2017.
Liberalization was a great opportunity for energy consumers to negotiate both price and quality, and also a big challenge
for companies to transform into entities that proactively work to attract customers. Ondrej Safar, CEZ Group commented:
“The biggest challenge we faced was changing the mentality inside our own company: we went through a process of mixing
the teams, for instance we brought in people from telecommunications to give a flavor of what the change entails, we had
to invest a lot in new IT systems and generally to develop a mentality that is more customer oriented.” The market is today
a competitive one, holding 93 gas suppliers and 91 electricity suppliers, according to ANRE.
Direct bilateral trading of electricity is not presently allowed in Romania, by virtue of the Electricity and Natural Gas Law,
which is in contrast with the practice in any other European country. All electricity trading takes place on one of the trading
platforms operated by OPCOM which has a legal monopoly on this segment. For natural gas, a quite stringent obligation
has been introduced regarding the obligatory trading quota on the Romanian centralized market, namely the Centralized
Market Obligation (CMO).

Aurel ARION
CEO
Renovatio Trading
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The challenges were plenty in the beginning. On the one side we needed to
attract customers into the free market, and at the same time we needed to
ensure that we could source the entire amount of energy we needed. There
were very few sources available at the time, we were mainly relying on state
owned companies, but things slowly changed as renewable energy producers started to appear.

Petre STROE
CEO
MET Romania Energy

We have invested in renewable energy, more specifically in solutions for photovoltaic systems, from residential use to large parks, and we are in the process of
building a wind park. These investments are driven by
our desire to contribute to limiting climate change.
In this context, many suppliers have turned their attention
towards developing their own production capabilities, and
renewable energy has caught the most attention. This move
is also based on a slow, albeit noticeable increase in the
public’s appetite for clean energy. For instance, MET Romania Energy is in the process of building a wind park and is
developing capabilities in the field of charging stations for
electric cars: “While this is not a strategic direction for the
company at present, we do recognize the potential of this
field going forward and we want to be a part of it once it
gains traction” explained Petre Stroe, the company’s CEO.
Likewise, Renovatio Trading has developed solid production capabilities and created a set up where they overlap
certain productions and alternate between hydro, wind
and solar power, to ensure constant availability of renewable energy.
romania energy industry 2019
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Petre
STROE
CEO
MET Romania Energy

MET Romania Energy is one of the
country’s leading private suppliers
of electricity, natural gas and energy services. Through recent acquisitions in Romania, Repower in
2016 and RWE Energie in 2018, the
company has become one of the top
three suppliers in Romania with a
10% market share.

We are meeting you the day after
winning ‘Deal of the Year’ at the CEO
Energy Forum for your latest acquisition. Can you briefly introduce our
readers to MET Romania Energy’s
history and your vision for the company?
MET Romania Energy was established
in 2005 and is part of the greater
MET umbrella owned by the Swiss
MET Group, and a strong player in the
supply of energy in CEE. In Romania
the company appeared as a new and
nimble player in a field of a long established network of energy suppliers,
and managed to grow both organically and through an acquisition driven
strategy.

Most recently we have added RWE
Energie to our portfolio, a move that
has consolidated our position and has
increased our market share to about
10%, which places us among the top
three suppliers in Romania. We are
happy to see out work recognized, but
we have no intention to rest on our
laurels - we are ambitiously pursuing
further growth, both organic and inorganic, and we want to play our part in
improving Romania’s existing energy
infrastructure and energy efficiency.

Renovatio Trading is an active
supplier of electricity and natural gas, present on the Romanian
market since 2005. It is part of
the larger entity Renovatio Group,
which develops projects in the
energy sector, particularly in renewable energy. In Romania they
have developed 571 MW wind
power and 92 MW solar power.

Can you introduce our readers to
Renovatio Trading and the larger Renovatio Group?

One of the key strengths of MET Romania Energy lies in its Energy Management Centre. What was the rationale behind this investment?

We started our activities in renewable
energy back in 2003, when our team
was involved in installing the first
wind turbine in Romania. Around the
same time, we initiated a major wind
measurement campaign in Dobrogea
and other regions of the country and
began to develop renewable energy
projects. In 2008 we started expanding at European level and since 2009
we have a branch in Columbia.

We are the sole supplier in the country and one of the few in the region
to own such an energy management
centre, an element that sets us apart
from our competitors. In a retail market riddled with uncertainty and unpredictability, it is important to also be
able to monitor and manage risk, not
just internally but for our customers
as well. The centre is active 365 days
a year and we are capable to ensure
long term predictability, pricing forecast as well as real time consumption
tracking. We took on the balancing
responsibility on the electricity market
back in 2017, and at present we fare
third amongst the local players, after
CIGA and Electrica.

We try as much as possible to supply green energy (now it accounts for
about 65% of our volumes) but it is
difficult given its variable character.
To address this issue, we have created a setup where we overlap certain
productions, and alternate between
hydro, wind and solar power.

What do you consider to be the main
challenges about operating in the local business climate, also taking into
account the regulatory framework?
Market liberalization has been a long
and arduous process in Romania, and
recent legislation appears to bring
some winds of change in the opposite
direction. I do not believe that ANRE
is the “bad guy”, they are doing their
job, but having a stable, reliable and
predictable framework is crucial to
doing business anywhere. I encourage
further deregulation as I believe a free
market stabilizes itself, and is the best
way to ensure both a welcoming business climate for investors and the best
price & services for the end consumer.
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What is your outlook on the investment landscape in the renewables
sector at the moment?
We developed projects up until 2013
when we put a stop to investments
because of the legislative changes that
were instituted. Out of the 40,000
MW developed in Romania, only
about 4,000 MW have actually come
to fruition. These projects were very
spread out and left behind mountains
of problems.
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As long as Romania does not join the
new EU plan for subsidizing renewable energy, it will be difficult to develop new projects until we achieve grid

Aurel
ARION
CEO
Renovatio Trading
parity. The price of energy has gone
up somewhat whereas technology
prices have decreased, so it is becoming increasingly feasible to develop a
profitable project without the need of
a support scheme. But in my opinion
that time has not yet come.
You were the first company to build
a public electric vehicle charging station in Romania. How is this sector
evolving?
We decided to build the infrastructure well aware that it would take a
long time to recover our investment
(a fast charge station can cost up to
€35,000). Things are moving slowly
but surely, we are starting to see more
competition in the market.
Since last year we are the beneficiaries of an EU co-funded project (CEF
Transport Program) that will ensure a
better development of the charging
infrastructure along core transport
corridors of the TEN-T network that
cross our country. One challenge we
are noticing is people’s perception that
their cars will run out of electricity, but
in reality, the network of stations is already developed enough that it allows
for travel pretty much anywhere in the
country.

TRANSPORTATION, DISTRIBUTION & SUPPLY
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How has Restart Energy evolved in the Romanian
market and what are some key milestones that shaped
your presence here?

PROTECTING
VULNERABLE CONSUMERs
Energy poverty is a relatively common
problem across the EU, and European
laws have deferred to members the
responsibility to identify and set in
place appropriate mechanisms to protect vulnerable consumers.
The progress has been very slow in
Romania as public authorities are still
struggling to take basic steps such as
defining and identifying the vulnerable consumers. Zoltan Nagy-Bege,
Vice President of ANRE: ““What is
proving to be extremely difficult is the
process of actually identifying these
vulnerable consumers. The initial estimates show that approximately 20%
of the population is in this situation,
and to identify everybody entails a
tremendous workload for local authorities.”

In terms of protection mechanisms,
several proposals have been put forward for instance through the recent
impact study commissioned by FPPG.
The study assessed the situation of
vulnerable consumes in Romania and
explored options to overcome the issues surrounding energy poverty.
Sébastien Zimmer, Emerton, author
of the study: “One obvious proposal
is to subsidize the cost of energy for
them. Others could be more long term
and focus on improving energy efficiency, such as subsidizing efficient
boilers and insulating homes. Another idea is to forbid the disruption of
gas and energy supply in the case of
non payment of bills, particularly in
winter time when vulnerable consumers need it the most. Many of these

methods have been successfully implemented across the EU.”

20%
Estimate of Romanian
population affected
by energy poverty
The issue of vulnerable consumer has
not been treated with priority so far
by the government, although is was a
critical element that led to legislative
changes such as GEO 114/2018. The
problem is becoming ever more pressing and the government needs to decide on the appropriate framework as
fast as possible, ideally while the RON
68 price cap can still be maintained.

Augustin

OANCEA
CEO
Tinmar Energy

Tinmar Energy has grown to be one of the leading
suppliers in the Romanian energy market. What has
been fueling this successful development?
This was the first year when we had to make sure that
our strategy is aligned with two different customer
needs, namely wholesale (industrial/corporate) and retail (household customers). The priority now is to make
sure that our flexible approach to wholesale customers
is perfectly aligned with the friendly relationship that
the retail market demands.
We truly hope that our offer meets all the needs of our
customers and make their lives easier. Starting with
March 2019 we became an optional FUI (supplier of
last resort) and we are the gas and electricity supplier with the lowest price, both in the decentralized and
regulated market. In this direction, we are planning a
large and important campaign for the autumn of 2019.

We started from scratch, with extremely limited access
to both material and human resources, so we had to innovate in order to compete with the giants that dominate the local market. We came up with Restart Energy
Franchise, the first franchise of energy and gas supply
contracts in Romania. We realized that the only way to
generate sales of micro-volumes to domestic consumers at a national level, in an efficient way with minimal
fixed costs, is by offering the chance to all individuals
and companies that qualify, to become franchisees and
intermediate energy & gas subscriptions.
We reached 10,000 customers after the first year of
activity and the largest national energy sales network,
all with minimal resources and relying strongly on the
community’s wish to freely choose their supplier.
In 2018 you launched RED (Restart Energy Democracy) Platform that uses blockchain technology. Can you
tell us more about this?
The goal is to connect energy consumers directly with
producers using state-of-the-art IoT and blockchain
technology. We are basically talking about installing
intelligent sensors for consumers as well as renewable energy producers, that take the data from existing
meters and upload them directly into a blockchain decentralized database. With this modern infrastructure
of energy measurement it is possible to allocate and
balance in real time (under one minute) the energy produced from renewable and intermittent sources. Such
a system represents a liberalization of energy in the
true sense of the word.

Your portfolio also includes renewable energy production capabilities. What is your vision for this side
of the business going forward?
I truly believe the future is both green and clean. Several studies and reports have shown that green energy is gradually replacing conventional energy, due to
people’s wish of progressing and protecting the planet.
Green energy means an increased accountability and
an increased quality of life, but also a challenging process of changing mentalities. Tinmar wishes to have an
important say in this entire process.
We have already developed six solar parks with a total of 50 MW installed power, located in some of the
brightest areas of Romania. The plan going forward is
to expand our production capacity by continuing to invest in the renewable energy sector.
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Armand Doru

DOMUȚĂ
CEO
Restart Energy

engineering
& technology

The connection between the energy sector and technology,
innovation, digitalization is tighter and tighter. As far as we
are concerned, digitalization and innovation in general are
clear and compulsory answers for the future. Digitalization
means services that bring simplicity, time saving, mobility,
opening, easiness and clarity in the relationship with our over
three million customers.

Frank HAJDINJAK
General Manager

E.ON Romania

Bucharest at Night
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The country ranks 27th out of the
28 EU member states, with a performance well below the EU average.

engineering & technology
Not unlike its endowment with natural resources and production capabilities, Romania boasts a
strong array of engineering, technology and IT companies. They range from foreign giants such
as Microsoft, Oracle or Siemens to locally born and bred success stories such as Eximprod, Elsaco or Electrogrup, to name but a few, working in tandem to make processes, infrastructure and
energy consumption overall more efficient.

FORGING AHEAD YET LAGGING BEHIND
Romanians like to boast about their top level internet speed, and general prowess and know how as far as technology is
concerned. It is with good reason it seems, given than Romania ranks 29th globally according to Bloomberg’s 2019 Innovation Index, six spots up from the previous year. IT has become one of the country’s strategic sectors, outpacing key
industries such as agriculture and construction as a share of GDP.
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smart everything
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While companies are ready to offer
state-of-the-art technology there is
still the question of adoption, especially in the energy industry which is
known to be rather conservative. “The
reason most often is simply inertia,
companies prefer to use older technologies that have a history of proven
stability. However, in recent years we
have seen an increased interest in new
technologies and encountered more
knowledgeable partners of discussion. Companies should allow themselves to be visionaries in this matter
because the leaps in technology can
add to their efficiency and generate
remarkable increases in their revenue,”
explained Stefan Baciu, Country Sales
Manager at SAS.
With concepts such as IoT, blockchain
or smart cities ever more present in
business communities everywhere, it
is clear that Romania needs to speed
up its adoption pace in order to grow
its reputation as a technology hub.
But where does most opportunity lie
presently for the country?

reaching
Energy
Efficiency
Romania has very weak energy efficiency indicators at the moment
and also carries a historical burden.
Much of its infrastructure was built
in the 1960s and 1970s based on
explosive growth plans and energy
requirements, but after the industry
collapsed the country was left with
oversized power plants that run inefficiently. Government priorities have
usually revolved around maintenance
and while innovation and new initiatives have often been brought up,
they rarely resulted in concrete action.
The problem of inefficiency spills further into the economy. Andrei Ceclan,
Co-Founder at Servelect explained
that “There is a strong correlation
between energy inefficiency and energy poverty - many cities are having
difficulties in taking on the costs of
energy, but at the same time, there
are many energy losses taking place
in the systems.” This sheds a glaring
perspective on the issue of vulnerable
consumers for instance, which was at
the root of GEO 114/2018.

Andrei CECLAN
Co-Founder
Servelect

The potential for energy efficiency in Romania, based on the energy audits that were conducted in
2018, amounts to approximately 3
mtoe/year.
To better put this in perspective,
this potential represents the yearly
energy consumption of the entire
city of Cluj-Napoca, the second
largest in Romania.

But Romania still has a very long way to go in climbing the ranks of true global engineering and digitalization leadership. A
recent EU report (Digital Economy and Society Index, 2019) showed that Romania’s performance related to the digitalization of economy is lagging behind.

Digital Economy & Society Index
(DESI) 2019 Ranking
romania

eu

rank score score
2019

27

36.5

52.5

2018

27

35.4

49.8

2017

28

32.0

46.9

source: European Comission

98

romania energy industry 2019

The overall pace of innovation has
accelerated. I believe that the current trends electrification, decentralization and digitalization, will
continue to create new challenges
and opportunities for the energy
sector.

Gheorghe MANOLE
Owner
Eximprod
romania energy industry 2019

99

ENGINEERING & TECHNOLOGY

While subsidies have so far been the
preferred solution, using technology
as a means to reduce inefficiencies in
the system presents itself as a more
sustainable, long term plan for the future.
These drawbacks and challenges are
widely acknowledged by the private
sector and authorities alike, and in
turn have engendered opportunity
for growth and investment, with an
overall optimistic sentiment permeating the industry.
Energy efficiency solutions range from
buildings management, both residential and commercial, to power generation capacities and transmission
networks. SCADA and BMS Systems
are widely used and often represent
strategic directions for engineering
companies. Speaking about the new

Ștefan OPRIȘ
Marketing Director
Lisscom

Humans tend to be subjective in
estimating the necessary heating levels, whereas BMS systems
are objective and based on automatic measurement of data,
retrieved from all areas of the
building. The systems allows you
to set up a working schedule and
in this way achieve significant
savings. In short, the BMS allows
you to consume only the amount
of energy you need, and only
when you need it.
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Eximprod is celebrating 25 years of
existence this year. What are the
major milestones the company has
achieved since its inception?

strategy employed by EnergoBit, Florin Pop explained that the new vision
“is more technical and it relates to the
appearance of smart solutions and
generally the trend towards digitalization. […] It is a rather natural process
in our evolution as a company, our
DNA remains the same but we strive
to get closer to what the market needs
at this particular point in time.”
Similar sentiments have been echoed
by many market participants and the
results are starting to show. One noteworthy example is that of Lisscom, an
automation focused company that
has completed an extensive project in
Cluj. This involved the installation of
BMS systems across 73 public buildings (universities, high schools, gyms,
student dorms, kindergartens etc.)
and the results have been remarkable
if we consider that the administrative
spending has been reduced by about
€1,5 million “The costs were generated by the fact that every institution
had individual contracts with providers of installation and maintenance
services, whereas the BMS system
is able to take on all these tasks and
provide a single point of management“
explained Stefan Opris, Marketing Director at Lisscom.

Gheorghe
MANOLE
Owner

Eximprod

Domente
VASILE

The power generation field also bears
tremendous potential for optimization.

Owner

Eximprod

Corneliu Bodea, CEO of Adrem: “The
prospect until 2030 reveals the need
to replace some of the production
capacities that will become obsolete;
for example, charcoal-based power
generation centers, like Hunedoara
Energy Complex and Oltenia Power
Plant as well as others, will require
modernization or they will need to
be shut down and rebuilt altogether.”
One challenge technology companies
need to respond to, however, is the
fact that these facilities were not originally designed to work online. Instead
they were thought out as isolated processes and nowadays, with technologies such as IoT, the possibilities for
interconnection are tremendous.

Eximprod is a Romanian born group
of companies, founded in 1994 and
focused primarily on the energy sector. Over the years, the company has
grown to become one of the most
important players in the Romanian
market of products, equipment and
services for T&D and the renewable
energy development sector.
source: The Barometer of Digitalization,
Valoria 2018

The company evolved step by step,
starting with low voltage products and
later expanded into medium voltage
production as well. We took this step
by bringing in Romania the composite
insulation technology, which initially
we distributed, but in just a few years
we started our own production. At
the time, we were the only company in Romania, and one of the few in
Europe with such capabilities, a great
achievement for both ourselves and
the country. This gave us the courage
to take a third step in the 2000s when
we entered the high voltage segment.

terest and loyalty of employees are regrettably on a descending trend. Most
likely, we need to shift our focus back
to education and work on bringing up
generations in the spirit of hard work
and progress based on merit.

In this segment mistakes are
not really an option, and the
great responsibility is not to
create one good individual component, but a million
components that are equally
good.

How have you seen the local market
evolve during this time?

What can we look forward to from
Eximprod in the coming years?

There have been notable changes,
especially since 2004 following the
privatization of distribution and the
unbundling of the big state-owned
companies. This segmentation was a
mistake in my opinion, and in contrast
with many Western countries that still
retain their integrated operators. Fortunately for Romania, large operators
have entered the market but this has
also brought about new challenges
for manufacturers: today there are
four operators and each has its own
particular standards, which means we
need to create different products for
the same market. This involves developing new molds, creating new designs and performing new tests, which
raised our production costs considerably. But generally speaking, despite
this increase in costs, the Romanian
market has diversified significantly
and it is now active and competitive,
including at European & global levels.

Three years ago we went through an
accelerated development phase in
which we created a full range of high
voltage equipment. It was an extraordinary effort, there is no other company in Europe of our size that has
achieved such a thing at a similar pace
and scale. This year we are pursuing
stabilization, more specifically an efficient internal organization that will
allow us to keep costs under control
and execute production flawlessly.

What do you think can be done to
create a better dialogue between the
industry and public authorities?
The current political environment
suffers the same transformation that
the entire Romanian society suffered,
namely de-professionalization. The in-

During the past few years a lot of effort went into developing new technologies for the Smart Grid. We partnered with Cisco to develop a new
generation of SCADA system for the
automation of distribution, we have
developed cloud-based software applications, commissioned the first Big
Data applications for the distribution
of energy and we are advanced in designing a new range of IoT-enabled
equipment for the distribution grids.
The overall pace of innovation has
accelerated. I believe that the current
trends Electrification, Decentralization & Digitalization, will continue to
create new challenges and opportunities for the energy sector. We are confident that Eximprod will continue to
grow & to play a relevant role.
romania energy industry 2019
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process in our evolution as a company, our DNA remains the same but we
strive to get closer to what the market
needs at this particular point in time.

of water and sanitation networks - for
which European funding is available
(approximately €3 billion) - and district
heating projects, including requests
from industrial players that are looking for ways to optimize consumption.

What are some of the most important
challenges associated with operating
in the Romanian business environment?

Florin
POP
Deputy General Manager
EnergoBit

EnergoBit has had a very successful
run in its 29 years of existence. What
was the reasoning behind employing
a new business strategy?
We have used several strategies
throughout time and we focused
on different capabilities at different
points in our existence. The new strategy includes two core components:
one is related to major projects developed by transport and distribution
operators and the second is related to
the area of industrial consumers. The
strategy is more technical and it relates to the appearance of smart solutions and generally the trend towards
digitalization. It is a rather natural

EnergoBit started its activity
in 1992 and stands of four key
pillars: in-house production of
electrical equipment (low and
medium voltage), electrical engineering, operation and maintenance for electrical systems
and general contractor for energy projects.
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There are two important points that
should be considered by public authorities. The first is related to a long
term vision for the industry, going
as far as 2030-2040, and this vision
needs to be coupled with a determination that makes it possible to actually
achieve the desired results.
The second important element which
I have noticed primarily from foreign
investors that were eyeing the Romanian market and which became very
important for local investors as well
is predictability in legislation. When
there is a law, regardless of the sector
or what the respective law proposes,
what is essential is that it remains stable so that you allow business plans
or investment schemes to be based
on something predictable. In the case
of renewable energy for instance, it
would have been preferable (and the
market would have still been attractive) if the incentives were lower but
investors did not have to deal with
such unexpected changes in legislation.
Are you looking to seize opportunities outside Romania’s borders?
In the last few years our international
activity has accounted for about 10%
of our business. Looking back, this
was rather a result of circumstances;
we seized opportunities that came
our way. Recently, however, we have
started paying more attention to outside markets. We now have people
in the company that are dedicated to
following international markets so we
are talking about a proactive, calculated approach.

Energy efficiency is one of Romania’s
strategic objectives for development,
and a core concern for Elsaco. Where
does Romania stand currently from
an energy efficiency perspective?

Valeriu
IFTIME
President
Elsaco
Elsaco started out in 1992 as
a distributor of utility meters
and developed over time into a
complex business, driven by the
idea of energy efficiency. Today,
through its nine companies, Elsaco provides turnkey engineering
services, equipment, systems and
solutions for energy efficiency.

How has Elsaco evolved in the Romanian market and what are the key sectors driving demand nowadays?
We started out by selling utility meters and not necessarily with the idea
of growing into a complex organization. However, working in this sector
gave us a great grasp on energy consumption in Romania and from here
we started looking into how energy
is produced and distributed, and expanded into building distribution networks and plants of various sizes. Our
abilities are now numerous. Imagine a
deserted city - Elsaco has the science
and capabilities to fully supply it with
water, electrical and thermal energy.
We see good opportunities in two areas at the moment: the modernization
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Energy efficiency is on everybody’s
mind. Romania still has a long way to
go in this matter and there are three
key aspects it needs to consider: production, transportation and consumer
education. In terms of production we
have equipment and capabilities that
allow rather high levels of efficiency,
but transportation is still very problematic. There are heat distribution
networks in Romania that have not
been restored for the past 50 years,
and this causes about 30% of all thermal energy that is transported to be
lost. The need for efficiency here cannot be understated.
The same is true when it comes to
consumer education. Isolation of residential buildings is already a valuable
initiative, and by installing smart systems for temperature adjustment we
can achieve additional savings of approximately 20%. Reducing consumption and educating consumer behavior
is maybe more important than building efficient thermal plants.
How do you see the local market unfolding in the next years?
Our priority is to participate in modernization projects in Romanian cities, and we are also keeping an open
horizon for expanding internationally
- though we will only do this strategically, in markets where we can remain
competitive. We see Romania as a
market with a colossal potential and
believe that both private companies
and the state need to fulfill their roles
effectively, to successfully carry out
our goals for a cleaner future.

Aadrem was founded in 1992 and
expanded into the energy sector
in 1998. The company is divided
between Adrem Invest, which provides services for utility networks,
Adrem Engineering, that provides
turn key energy infrastructure
solutions and Adrem Link, providing solutions for energy efficiency
and meter reading.

The existing infrastructure was not
designed with the connectivity that
modern technology offers. How challenging is it to bring it to a level of
automation in accordance with the
times we live in?
It is not simple but we hold the necessary knowledge and technology to
do it. Many countries have faced this
situation in various forms, whether we
are talking about countries similar to
us where industrialization has been
forced and done very fast, or countries
that have developed more naturally
like Western European ones. Such an
upgrade would involve, for example,
replacing or enhancing existing equipment, provisioning switches with
modern command & control systems
or replacing them with completely
new mechanisms. The real challenge
is to properly manage high volumes of
information such systems accumulate.
Smart metering is another trend that
emerged in Romania. How do you see
this unfolding, also bearing in mind
the broader concept of smart cities?
There are things in the industry about
which we can say with certainty will
happen, and smart metering is one
of them. In fact, this metering system
is the cornerstone of smart grids and
demand control systems because it
makes the connection between the
distribution system and the consumer. We can, however, ask a legitimate
question about how and when to best
make this transition. Adoption in Romania will be influenced by various
factors, one of them being the ability

Corneliu
BODEA
CEO
Adrem

of consumers to assimilate this investment. A distribution operator in Romania generally manages about one
million consumers, and the investment
required amounts to approximately
€100 million, that consumers in that
area will they have to pay through tariffs over a period of time. The installation of smart meters must therefore
be done in a rational way, aligned with
the consumer absorption capacity.
What are your views on the local
business environment and the ease
of doing business?
Things can always be better and there
are issues in Romania that need to be
acknowledged. But there are many
positives as well, if we consider for
instance the spectacular GDP growth,
one of the most remarkable evolutions in Europe. Recent government
policies that led to wage increases have proven valuable and have
brought about many benefits - it was
absolutely necessary for Romania to
increase minimum wage, allowing the
population to invest money and generate consumption. For realities like
this that I encourage investors to believe in Romania.
romania energy industry 2019
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POWERWEEK
the advent of
DECENTRALIZATION
Smart grids have received a great deal
of attention, mainly because of the
very particular challenges that they
pose. Decentralization is one of the
most important ones, and it is closely
linked to the evolution of the renewable energy sector in Romania, more
precisely the disruptive trend of prosumers. They are changing the local
landscape in the sense that production
is becoming more and more scattered
and power is generated somewhat uncontrolled, which represents a great
challenge for classic transmission and
distribution systems.

ASIA
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Mihai Versescu, PATRES pointed out
that “The Ministry of Energy through
the National Climate Change Plan
has introduced a limit of 750 MWh
by 2030 for prosumers […] It seems
that if this limit is exceeded, system
imbalances could occur because the
network is rather old, which signals a
need for additional investment in the
field.”
Transelectrica has been struggling to
adapt the national power grid to these
new realities but the progress has
been relatively slow. Similarly, the installation of smart meters which rep-

Ovidiu ANDREI
General Manager

Electrica Serv

We expect that storage capabilities
will become common in the Romanian market further down the road.
This is mainly because technology
prices are still on the high end, and
would require investments that may
be better used at this point in time
to develop production. It is a good
moment for this considering that
prices for photovoltaic technology
has decreased five times compared
to 2012.

The 5th annual international conference, provides 5 days of networking opportunities with C-level
executives during a 2-day conference as the main event, plus 6 workshops and masterclasses
with real life case studies, expert views, and valuable insights to keep ahead of the competitive
market.
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resent a stepping stone for smart grids
has seen significant delays - Romania
aimed to have smart meters installed
for 80% of its population by 2020 but
the target has recently been delayed
until 2028.
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www.globalenergy-magazine.com

86%

Decentralization is also impacting
other sectors of the industry, such as
energy trading. Restart Energy, for instance, is using blockchain technology
to connect consumers directly with
producers, essentially creating a decentralized system for trading energy.
Armand Domuta, CEO of Restart Energy, describes their recently launched
platform: “The goal is to connect energy consumers directly with producers
using state-of-the-art IoT and blockchain technology. We are basically
talking about installing intelligent sensors for consumers as well as renewable energy producers that take the
data from existing meters and safely
upload them directly into a blockchain
decentralized database. With this
modern infrastructure of transparent
energy measurement (which can cost

ten times less than a smart meter and
which performs the same functions
except for tele-control), it is possible
to allocate and balance in real time
(under one minute) the energy produced from renewable and intermittent sources between consumers and
producers who have subscribed to the
platform.”

Victor GÂNSAC
CEO

Safetech Innovations

80%
of the population
scheduled to have
smart meters
installed by 2028
The concept of blockchain technology
is, however, very new to Romania and
its wide application will also depend
on an appropriate regulatory framework, another aspect where Romania
is lagging behind compared to other
EU countries.

Law 362/2018, also known as the
Network and Information Security
Directive (NIS), imposes a common
level of security for essential structures, that can cause prejudices to
human and social life in case they
are cyber-attacked [...] The law has
not been fully implemented yet, we
are still waiting for the application
norms which are expected to be released in autumn 2019.
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Cluj has become one of the strongest regions in Romania in terms of IT. What makes it such a nurturing
environment?

photo: pxhere.com

It is linked to the fact that we have chosen an open
cluster approach, easy to implement given the regional
set up. In Cluj, more so than in other regions of the
country, there is great openness from all parties involved, from companies to schools to public authorities, to work together on joint projects that can make
a positive impact.

Mihai
DÂRZAN
CEO
Ringhel

Making Sense of Data:
IoT & Analytics
According to Accenture, up to 150 Tb
of data can be generated in a large
industrial site in just one hour of operation, an astounding amount of information to organize and leverage
to one’s advantage. Turning data into
valuable insights is proving particularly

50-54%
of working time in
romania is spent
on activities that
could be automated
source: Global Institute Analysis,
McKinsey 2018

difficult in the energy industry in Romania because much of it is still held in
pen and paper, making it very difficult
to retrieve. Nevertheless, companies
are focusing more and more on integrating smart tools in their daily activities.
One example is the increased adoption of IoT which uses sensors that can
collect complex data about a company’s assets and transmit it in real time,
even when we are talking about remote or difficult to access locations.
The key is to contextualize this data
and apply intelligent filters, which is
where analytics come in.
Artificial Intelligence has also seen
huge advancements, with new algo-

rithms having been developed that
allow machines to learn from experience and perform tasks that were
once only achievable by humans. “Our
capabilities in terms of text mining
make it possible to identify particular
entities, relationships between them,
the context of a discussion and even
the feelings around it. We can identify how a company fares compared to
its peers in a specific region, how its
products are perceived and draw conclusions about what works well and
can be replicated to other regions or
areas where improvements are necessary.” explained Stefan Baciu from
SAS, a software company that offers
services in the niche area of advanced
analytics.
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Do member companies have a relevant presence on
international markets? Or are they much rather focused domestically?

As more and more players joined the supply market,
the competition increased so companies needed to
figure out ways to gain competitive advantages. We
were just the right partner to provide this advantage
for them, because our solution had the capabilities to
make their work significantly more efficient. If in 2011
companies did not have an appetite for change, nowadays they are proactively looking for tools to optimize
their work and ensure that the knowledge stays within
the company even as employees change.

The IT industry in Cluj has based its growth mainly on
outsourcing. We work with customers in Western and
Northern Europe, USA, Asia, and less so in Romania.
Companies in Romania have a lesser appetite for digitalization and also from an employee perspective there
is a certain resistance to change, fueled by the idea
that technology might replace their jobs. Also some
companies perceive the costs of digitalization to be
much higher than they are in actuality.
We are thinking of ways to encourage more deals locally, because we are able to offer very high quality
services and we are, for the time being, still very cost
competitive.

What is your current geographical footprint and your
vision for development?
Given the similarities between countries in former Yugoslavia, we expect the expansion efforts required on
our side to be lower so we are targeting this area as a
first step and next we plan to expand further into CEE,
and also the United States. Our goal for the next five
years is to grow at a 60% pace year on year - this way,
by 2023, we will have grown ten times compared to
the present moment. We trust this will be possible as
big chunks of the market are still untapped.

Storing electricity is very expensive so it is key for companies to accurately estimate the
quantities needed. We are also able to estimate losses caused by infrastructure or fraudulent activities. Such projects already involve huge amounts of historical data but we also
embed weather data, we can add if available macroeconomic data, such as the poverty
index, the level of residential development, or investments made by companies in the area
that are going to influence the regional demand.
106

Your platform for power and gas management is now
the most widely used in Romania. What was the tipping point for companies to adopt your technology?

At an international level we have a great deal of competitors and based on how we see them evolving it is
clear that the need for automation and optimization is
growing. What we are finding is that there is a direct
correlation between the openness of a market and
their appetite for new technologies - Romania is for
example more open than Serbia at the moment. However, the pace at which markets open up has increased
and our goal is to capture this opportunity by being the
first to set up shop in these markets.

Ștefan BACIU
Country Sales Manager
SAS

We have various initiatives underway and we are very
happy with the collaboration. For instance, we have the
Consultative Council for Entrepreneurship and Innovation in IT, that includes representatives from the two
tech clusters in Cluj and meets monthly with the mayor
to discuss the city’s strategy for digitalization.
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Bianca
MUNTEAN
Cluster Manager
Transilvania IT
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Siemens helped implement the first
and only renewable energy storage
system in Romania. How do you see
this sector evolving in the near future?

Cristian
SECOȘAN
CEO Romania &
The Republic of Moldova

Siemens

Siemens is a global technology company focused on the areas of electrification, automation and digitalization. The company has been present
in Romania since 1905 and its local
capabilities include four factories
and four local research and development centers with a total of 2,200
employees.

Storage is becoming increasingly important primarily because of changes
in power generation structures and
also consumption habits. Compared to
previous times when production was
done in big, centralized structures,
the trend now is towards decentralization. More specifically, consumers
are developing production capabilities
and from a grid perspective we need
to figure out the best ways to manage
this distributed production and consumption. It is particularly challenging
because energy is not typically used
at the same time as it is produced, so
storage is becoming a real necessity.
This has not become very visible in
Romania yet but it is a reality in many
countries around the world. For the
time being technology involves higher
costs, but the prices will no doubt be
pushed down as storage systems start
to be implemented on a large scale. If
we consider photovoltaic panels, their
prices have decreased by 80% compared to five years ago, directly linked
to their broad implementation. It is
difficult to say when storage will become common in Romania - a support
scheme may be required in order to
speed up the process, similar to what
happened in other areas of renewable
energy.
The company’s strategy is presently
focused on digitalization and smart
solutions. What can you tell us about
the level of adoption of such technologies in Romania?
Smart factories are already a reality, for example in Romania we have
worked together with a gearbox producer and they are now operating one
of the most advanced factories in the
country.
In the energy sector the focus is on
smart grids, which still pose several
challenges. The most important one
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When it comes to smart cities, the best way to design
the concept is in terms of
their citizens’ quality of life,
whether we are talking about
traffic, pollution or healthcare. This is what drives the
trend, and there are many
cities in Romania that have
implemented projects that
can be seen as elements of a
smart city. It is difficult to say
when a city has become truly smart, because there will
always be room for further
developments given that we
continuously innovate.

has to do with integrating the decentralized production and consumption
mentioned previously. Prosumers
produce when they can and consume
when they need to - smart metering
has started being implemented, and
this is a key element because it allows
us to identify patterns and figure out
the best ways to manage and balance
the grid.
What are the main challenges you are
noticing in the Romanian business
environment and the solutions you
envision?
Any healthy business environment is
rooted in stability and predictability,
areas in which Romania, unfortunately, falls short sometimes. The reason
likely has to do with the fact that
some of the key decision makers in
the country are not genuine experts
in their activity area. I have no doubt
change will come, but it will happen
in time, as generations start changing
and leadership is taken over by people
that are better qualified.

With global presence in over
100 countries, Schneider Electric is a leader in power management (medium voltage,
low voltage and secure power)
as well as automation systems. The company provides
integrated efficiency solutions
combining energy, automation and software.

Digital transformation has been at
the core of your work. How do you
see this trend unfolding in Romania
in the coming few years?
Our bet is that the future is electric.
The main challenges will be to have
agile networks, so I think investments
will have to consider focusing more
and more on digital solutions. We are
already implementing digital solutions
on the Romanian market – ADMS distribution management systems, which
are developed in our research and
development center in Serbia. These
systems have advanced monitoring,
control, analysis and planning functions for greater efficiency. Proven already in many regions, they have been
implemented over the globe.
Can you expand on how IoT and other modern technologies can improve
the way in which energy companies
conduct their business?
As far as we can see, the energy paradigm is changing under the action of
four major factors. Firstly, decentralization is increasing and so is the use
of solar energy. According to New Energy Outlook (Bloomberg New Energy
Finance, 2016) 50% of new energy
and storage capacity will come from
solar by 2030. Further to this, decarbonization is becoming a priority and
the pressure to reduce greenhouse
gas emissions will increase the number of green buildings worldwide.
The electricity consumption is expected to increase by about 2% per year

Marius
PERȘINARU
Country President Romania &
The Republic of Moldova
Schneider Electric
and decentralization, decarbonization
and digitization will help better manage the rising energy demand. Given
these circumstances, we need smarter tools, systems and infrastructures
to ensure electrical components can
be easily implemented, work optimal,
that they are safe for people and comply with regulations.

Surprisingly enough, we fare
very well when it comes to
adopting gadgets and we
are leaders in terms of internet speed, but things did not
move as fast in the institutional area.

How does Romania compare to other
countries in the region when it comes
to adoption of new technologies?
A recent EU report (Digital Economy
and Society Index, 2019) showed that
Romania’s performance related to the
digitization of economy is lagging behind significantly. Romania ranks 27th
of 28 countries in DESI and has the
lowest performance among EU member countries in terms of digital public services. In the private sector, we
find solutions for digitalization which

are being implemented punctually
in various fields of activity but more
support from the government is needed for these results to become more
substantial. There are, however, some
noteworthy efforts in terms of smart
city infrastructure if we consider cities
like Alba-Iulia, Cluj-Napoca or Oradea.
What can we expect from Schneider
Electric in terms of developments in
the coming two to three years?
We are glad to bring this year to the
local market the augmented reality
technology – AOA (Augmented Operator Advisor), which improves operational efficiency, reduces downtime
and human errors. We are also committed to continue the projects focused on modernizing the distribution
networks that we already started.
For 2020, our goal is to keep on bringing new technologies on the local
market and promote our SMART energy efficiency solutions. Our innovation
is founded on connectivity, sustainability, efficiency, safety and reliability,
empowering our customers to achieve
the operational efficiency challenge in
a sustainable way.
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From Aggreko’s offices in Romania you cover the entire Eastern Europe. How
favorable do you believe the business environment is at the moment?
Romania is undoubtedly a good place to do business, and the private sector particularly is keen to invest and evolve. We are a young nation, aggressively developing and ripe with opportunities, for those who are wise to spot them.

What are the key milestones you wish to achieve at Aggreko in the coming few
years?

Business Development
Manager
Aggreko

We wish to do more with renewables, leveraging the solar capabilities we have
implemented in Australia. We offer solutions for the full cycle of building, testing and operating solar and wind parks. Aggreko can build mini networks, and I
believe the future of the energy industry is decentralization and more efficient
power management and self regulation.

In Romania gas is still the dominant fuel for the time being, though, and the projects being implemented at Aggreko focusing on gas-to-power are definitely a key focus point. Once the offshore projects will start in Greece and Romania, we also
expect a spike in demand for our solutions in this area. As world leader in temporary power generation solutions we are
certain to be of use, whether just for rental of ownership transfer.

2020 AFRICA ENERGY INDABA THEME

AFRICA’S ENERGY SECTOR:
From Transformation to Transition

+160
SPEAKERS

+350

AFRICAN & GLOBAL CEOS

+4000
PARTICIPANTS

3 & 4 MARCH 2020
CTICC, CAPE TOWN

+10

AFRICAN ENERGY MINISTERS

REGISTER TO ATTEND

on the website:
www.africaenergyindaba.com

TO BOOK A STAND

call 011 463 9184 or
email: info@energyindaba.co.za
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Why should you attend? Attendees of the Africa Energy Indaba conference and exhibition

will meet project developers, owners and investors at the cutting edge of Africa’s booming energy sector.
Delegates will hear about current attractive markets, pitfalls to be aware of and how to get involved in regional
energy markets and energy infrastructure projects. It is the ideal event for investors who would like to start
energy businesses, but are not sure of how to get involved and build a successful business.
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Sebastian
CHERTEȘ

Often times attention is directed towards scandals and problems, instead of concentrating on what has actually been going well. Indeed there are challenges
coming from the public authorities, that are responsible for setting the rules and
making sure those rules are not in fact hindrances. But part of the industry’s role
is to push for effective dialogue with them so that we can prioritize together
what needs to be done. Romania does not need fixing, it needs ameliorations.

so HOW SMART IS ROMANIA?
At the end of the day, technology is
an instrument put at our disposal to
make lives safer and more comfortable. Romania’s millennial generation
is eagerly waiting for 5G technology,
benefitting from an improved private
healthcare ecosystem and working in
BMS operated office buildings that did
not exist a mere decade ago.
Smart factories are already a reality
in Romania, though still in a relatively
reduced number, and there are many
cities in the country that have implemented projects that can be seen as
elements of a smart city. According to
the Romanian Association for Smart
City and Mobility (ARSCM) there are
over 300 smart city projects in Romania - E.ON, for instance, has recently
finalized the first smart street lighting
project in the country, in the commune of Frumuseni, Arad county.
But while the private sector is responsible for driving much of the change,

it ultimately boils down to a national
scale strategy. Electrogrup’s Adrian
Florea points out that the approach
must be a gradual one: “In Romania,
the idea [of smart cities] is intriguing
for many local decision makers but
the limited understanding in terms
of the need for a very strategic and
holistic plan when embarking on this
road makes the implementation a difficult task [...] If you have a solid infrastructure, any other service like smart
parking, smart public transportation
or smart lighting can be added afterwards.”
Overall, Romania is well positioned for
a digital future. But for the country to
take full benefit of the opportunities
presented by digital transformation it
will have to count on all stakeholders
working together, and better leverage its population’s savviness when it
comes to technology.

Alexandru LUPU
Sales Director
Helinick

Smart cities are achieved through
companies such as ours and a myriad others working independently
or together to create a better community. As an example, Helinick
recently developed an app called
Parking Spotter which allows drivers to automatically identify the
nearest available parking place
through the use of video analysis.

Corneliu BODEA
CEO
Adrem
Romania is already reasonably automated and we are now stepping further into Industry 4.0. […] Romania has
a very fast internet connection and Romanians are early adopters, glad to get acquainted with new technologies, which makes me think that the transition will be relatively easy. As for smart grids and smart cities, they
are further into the future, we will have to wait another 10-20 years.
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You recently ventured in a new market and opened
a Smart City division. How prepared is Romania for
this digital future and what are the next steps in this
direction?

Energy storage is a key topic nowadays, especially for
the growing renewables sector – what are your capabilities in this area?
We have a business line dedicated to critical solutions,
namely uninterrupted power sources (UPS), used by
critical consumers such as hospitals, banks and many
others. Given our numerous patents in the field of energy conversion it was a natural step for us to expand
into storage.

Prepared or not, smart cities are already part of our
present and certainly the way of the future. In Romania, the idea is intriguing for many local decision makers but the limited understanding in terms of the need
for a very strategic and holistic plan when embarking
on this road makes the implementation a difficult task.

Cristian
PÎRVULESCU
CEO
ENEVO Group
ENEVO Group positioned itself as a global company
from the very beginning. What led to this decision and
what markets are you currently present in?
The decision came naturally, especially since we knew
very well that the Romanian market had palpable challenges - we are talking about a relatively small market,
where not much investment has been made, and that is
also fairly traditional. Our vision for the first five years
was to acquire some quality references that will slowly
take us to the market we are targeting, namely power
and automation. As a new player you need to engender
trust and the best way to do it is through examples of
projects that you have successfully executed. For us,
it was much easier to access such projects in markets
where there is an abundance of opportunities.

Local authorities usually have micro ideas like traffic
control, smart census and population mobility motorization, smart cameras and so on. But the main challenge in the development of smart cities is building an
efficient ICT – Information and communications technology infrastructure that makes room for customization and all these services to be integrated at different
points in time depending on budgets. If you have a solid infrastructure, any other service like smart parking,
smart public transportation or smart lighting can be
added afterwards.
All things considered, does infrastructure in Romania
make for a smart investment?
Even if it may not look like it from a distance, Romania
is still an emerging market. Even in the Western Europe there is still a lot of room for infrastructure development and modernization but in Romania we are at
about one third of our need and potential. This makes
infrastructure projects a safe and fast to make revenue,
as well as a low risk investment.

General Manager SEE
Emerson
Why did Emerson choose Romania as a hub for its
Automation Solutions business in South East Europe?
We looked at the advantages that were available in
the Romania market. Romania has welcomed foreign
investment and the country has become an economic engine in South East Europe. We also considered
the essential role that the energy industry plays in
our portfolio. Romania has a domestic energy market
that is very diversified, with capabilities that include
everything from exploration to production, refining,
power generation and distribution. Presently, the energy sector generates about 80% of our non-export
business in Romania.
The other major reason we established our engineering and manufacturing campus in Cluj is because the
city has excellent universities, especially for training in
technical skills. The talent available has led Emerson
to make long-term investments in Cluj that have created a campus that now welcomes around 2,500 employees.

Presently we have projects in execution in Saudi Arabia, Bahrain, Morocco, and in the past we implemented the automation for the back-up energy supply of a
back-to-back substation for the Uruguay-Brazil interconnection. Any market is interesting for us as long as
our services are sought after and our people are safe.
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Sebastian
FERECUȘ

Where do you see the most room for growth going
forward?

You offer a very broad portfolio, both in terms of products and customer types. What has been driving demand in recent years?

We see great opportunity in the industrial IT and cyber security areas. Industrial IT is very different from
enterprise because we are talking about critical infrastructures that were not thought out, when they were
initially designed, to work online. Regarding cyber security, the need comes from the fact that new security threats have appeared in the world, today’s wars
have moved into the area of exploiting vulnerabilities
of critical infrastructure, a challenge that will need to
be countered with great care.

Until two years ago most of the demand in Romania
and South East Europe was coming from the refining
segment, but recently the exploration and production
areas have become increasingly active. Much of it has
to do with the Black Sea discoveries and generally the
offshore activity. We have also noticed more demand
in the power generation area. For instance, we are supplying some technology solutions for greenfield power
plants in Romania and Greece. When it comes to technologies of choice, digitalization is the word.
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Adrian
FLOREA
General Manager
Electrogrup

Renewables were indeed a catalyst for a growing need
for adequate storage, in addition to balancing out general network dysfunctions. This is still a new field with
many pilot projects currently underway, but we expect
it to grow exponentially.
Given your regional perspective on how favorable
various business ecosystems are across Europe, how
do you think Romania measures up?
Investors have been growing in numbers and business
in on an upward trend, but nowhere near its potential. There are of course some challenges and the most
pressing one is largely surrounding infrastructure. An
example is the automotive businesses, some of which
are turning their gaze to Poland and other countries in
the region despite Romania’s history in the field.
Another challenge surrounds available labor. Back in
2002 when our factory was the only one on the region
we benefited from the bulk of the local workforce. In
the meantime, with the development of several other
facilities, we have noticed growing competition particularly in the past two-three years, and we too are
looking at innovative ways to attract and retain staff.

Iordan
MINCĂ
Sales Director Utilities EMEA
EATON

Oltului Valley, Romania
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FINAL
THOUGHTS

Armand Doru DOMUȚĂ
CEO
Restart Energy

We are extremely pleased to
notice that important ears are
opening up to our generation’s
viewpoint and we are actively
encouraged to speak up at conferences, events and even political gatherings. There is a gap
that we can bridge, between
the precious experience and
knowledge of older generations
and the fresh skills and know
how that we bring.

Claudiu BUTACU
President and Co-founder
EFdeN

Adrian VOLINTIRU
CEO
Romgaz

My message to foreign investors is to have confidence in Romania’s potential because it is a sleeping giant. We are a NATO member state, the main
security provider in the Balkans with a particularly important geo-strategic position. Our legislation encourages foreign investments with minimal
barriers, but also smart and diligent people who identify with the human
principles that underlie the formation of the European Union. Romania is
a country that wants more and will reward those who invest in the future.

Florin POP
Deputy General Manager
EnergoBit

In the last few years our international activity has accounted
for about 10% of our business.
Looking back, this was rather
a result of circumstances - we
seized opportunities that came
our way. Recently, however, we
have started paying more attention to outside markets. We
now have people in the company that are dedicated to following international markets so we
are talking about a proactive,
calculated approach.

I trust that if the industry is
persistent enough, and if its arguments are based on thorough
studies, it can stimulate a more
effective dialogue. Keeping the
prices affordable is important,
but it should not be the only
perspective that is considered
because it is a losing strategy.
The focus should be directed
towards optimizing costs and
improving services, which in
time creates more competition
& better options for consumers.

Claudia BRÂNDUȘ
President
RWEA

Eugenia GUSILOV
Director
ROEC

Traian HALALAI
Executive President
EximBank

We are experiencing globalization at its fullest, therefore
geographies almost cease to
exist, a perspective that I found
extremely applicable to the energy sector. This is the reason
I found it relevant to focus our
attention on the major progress
made by companies with Romanian capital especially, to
expand internationally during
the last years. The Romanian
energy industry has a privileged position and may play
an important role in the region
and not only.

I want to see Romania overcome its inferiority complex –
oftentimes Romanians undervalue themselves. Even today,
foreign professionals tend to
receive much higher salaries
compared to local ones. Maybe this practice was justified
in the 1990s, when fresh out
of communism, few Romanians were familiar with Western
management/business culture
or possessed highly specialized
expertise, but it is no longer
justified today. There are now
many generations that have
studied in the world’s best universities, built top expertise
and returned home.

My message is that Romania
is a very competitive market,
and has a series of major advantages. For instance, our fiscal climate is among the most
attractive in Europe, and best
reflected in the automotive industry which is flourishing at
the moment. The population
has also become more mature
and this created an environment that is overall very professional and ripe for accelerated
development.

Paula PÎRVĂNESCU
Secretary of State
InvestRomania
To investors we say there is no time like the present to establish a presence!
Romania remains one of the highest performing economies in the EU, as
well as a regional pillar for stability and growth.
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Advantage Austria
AFM (Environmental Fund Administration), Ministry of Environment
AHK (Romanian-German Chamber of Commerce)
Aggreko
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Helinick
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