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► The Chamber of Deputies passed the
Offshore law on Wednesday, October 24,
by 170 votes in favour, 3 votes against
and 1 abstention.

As a final step, the law was sent for promulgation
to President Klaus Iohannis. The draft approved
on Tuesday in the parliamentary committees
presented several key changes, compared to the
Senate’s initial form, as listed below:
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► the maximum investment deduction level for upstream cannot exceed 30% from the total offshore additional
revenues taxation threshold;
► the law requires oil companies to trade 50% of the gas extracted from the Black Sea on the Romanian market;

► in addition to the current royalty on oil (up to 13.5% of the price), the law also imposes a surcharge on the gas
sales revenues of companies, with different thresholds computed on the basis of the gas market price - this
additional tax will vary from 30% for revenues under 85 RON/MWH to 55% for supplementary revenues over 160
RON/MWH;
► all money collected from these taxes will be transferred in a special account aimed at financing gas distribution
and transportation networks or other governmental projects;
► royalties will remain unchanged until 2056 through the new version of the Offshore law - being the maximum
year until the agreements for the exploration and development of the Black Sea perimeters were signed (for 30
years with the possibility of extension for another 15 years).
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► According a recent Wood Mackenzie report, if the approved tax regime remains unchanged,
the loss of those who have already invested in exploring the perimeters concerned could reach
about 2.6 billion USD at present net value, while the loss of the Romanian state would amount to
about 7.5 billion USD, in potential but unrealized revenues, if the two main Black Sea consortiums (Carlyle
Group, respectively ExxonMobil - OMV Petrom) delay an investment decision, under current conditions imposed by
the Offshore law and additional taxation. Moreover, according to the report, the approved legislation may lower the
Romania's regional competitiveness.
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► Industry representatives reacted swiftly: OMV Group announced the postponement of a final
investment decision as regards the Black Sea gas reserves until next year, because the
Romanian authorities delayed the adoption of the Offshore law, as announced by the OMV chief
Rainer Seele on October 25. According to him, OMV cannot take an investment decision this quarter, as planned, as
an analysis of the conditions of the new law is required.
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► Black Sea Oil & Gas (BSOG) also announced that they would not be able to make a decision
regarding further investments in the Black Sea this year, following the late adoption of the Offshore law,
which imposes an uncompetitive fiscal regime, according to the company. BSOG claims that they are currently
assessing the impact of the Offshore law, but will continue to advance all the necessary actions in order to reach the
point in which partners and shareholders will be able to make a decision regarding the Midia Gas Development
project.
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► In the same time, Transgaz successfully completed the engagement testing procedure for
potential gas to be extracted from the Midia and Pelican perimeters of the Black Sea - where
BSGO is the main concession-holder and operator. Tests were needed in order to begin the construction
of the Vadu-Grădina gas pipeline, which will take off the gas that comes from the two offshore perimeters.



► The auction for the sale of a 26.7% stake in Rompetrol Rafinare, the operator of the
Petromidia refinery, could be organized by mid next year.

The potential deadline was communicated by Iulian Tudorache, State Secretary at the Ministry of Energy, on
October 26, during the conference of signing the contract for setting up the Kazakh-Romanian Fund, stipulated in
the Memorandum signed almost six years ago. The auction would allow KMG International, part of the
KazMunayGas group, to meet its commitment to purchase this stake for 200 million USD, as stipulated in the
Memorandum signed in 2013. Based on this document, KMGI announced that they will build 80 gas stations and a
cogeneration plant (projects that were in the company's plan). Moreover, KMGI representatives claimed they no
longer have any debt to the Romanian State. Currently, KMG International holds 48.11% of Rompetrol Rafinare,
while the Energy Ministry controls a 44.69% stake, while rest of the shares are traded on the Bucharest Stock
Exchange (BVB).
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► In other news, Rompetrol Rafinare
announced on October 29 that they will
stop the activity of the Petromidia refinery
and the petrochemical division until
November 15, for carrying out a scheduled
revision.
According to a press release of KMGI, the Vega refinery
will also decrease its production activity. The revision
work on the three production units will amount to about
21.5 million USD, to which about 4.5 million USD could
be added for additional operations.
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► Several Romanian officials and representatives of private companies attended the Profit
Energy Forum at the beginning of this week - an event dedicated to the energy sector organized by
Profit.ro, with the support of ExxonMobil and Romgaz, taking place in Bucharest. Below are the most significant
statements made by the conference participants:

► Romgaz intends to invest in alternative technologies in the future, especially in compressed
natural gas, which requires a collaboration with local authorities, announced Vasile Ciolpan, the Economic
Director of Romgaz. In his opinion, the use of compressed natural gas should also be introduced in areas not linked
to the national gas transmission system.

► Electricity suppliers are disadvantaged by the current legislation regarding contracts with
industrial consumers, who enjoy more rights than the suppliers. This situation creates an imbalance between
the two, according to Cristina Micu, member of the Association of Electricity Suppliers in Romania (AFEER).
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► Dumitru Beze, President of the Association of Capital Market Investors (AIPC), commented on the
legislative changes. He warned that investors are starting to avoid energy companies listed on the stock
exchange due to frequent and unpredictable changes to the legislation, especially with regard to tariffs set
by authorities, which generate a high regulatory risk for companies. According to him, investors would like the
energy, as commodity, and the capital market to have a common trading process, possibly through a central
counterparty.

► Institutional investors (and not only) may be able to trade energy derivatives on the Romanian
Commodities Exchange (BRM) by the end of this year, as announced by Septimiu Stoica, President of the
General Meeting of BRM Shareholders. The Financial Supervision Authority (ASF) already informally accepted
BRM’s proposal in this regard and the only obstacle now would be the absence of a central counterparty on the
market - BRM is currently negotiating a partnership with a clearing house for the trading of derivative products.
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► Nuclearelectrica (SNN) extended the executive management mandates for another 4 months,
starting from November 6, according to a report sent to the Bucharest Stock Exchange (BVB) on October 24.
Thus, Cosmin Ghiţă, the current CEO of the company, will continue his provisional mandate, along with Dan
Laurenţiu Tudor, Viorel-Lary Toni - both Deputy Directors - and Adrian Gabriel Dumitriu - Financial Director.

► Hidroelectrica and Verbund Hydro Power GmbH signed a memorandum of cooperation on
Tuesday, October 23. Through the document, the parties express their will for the joint development of
projects, the implementation of new design, construction and equipment solutions based on the latest technologies
available in the energy field. Verbund Hydro Power GmbH is Austria's largest utility company and one of Europe's
largest hydroelectric power producers. However, as reported on October 24, Verbund intents to buy the 20%
shares package in Hidroelectrica,currently owned by Fondul Proprietatea.The Romanian State is also
interested in the acquisition, although Fondul Proprietatea has not listed the 20% for sale yet.
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► Fondul Proprietatea (FP), a joint stock company operating as a closed-end investment
company incorporated in Romania, aims to list their 12% stake in Engie Romania (former GDF
Suez Energy), a company that would enter a 4 billion RON capitalization process.

According to the valuations of Fondul Proprietatea, Engie Romania, a gas and electricity supplier, ranks number 7 in
the list of the most valuable companies listed in Bucharest, between Transgaz (4.1 billion RON) and Electrica (3.7
billion RON). Engie's majority shareholder are Romania Gas Holding with a 50.99% stake - behind which is the
European Bank for Reconstruction and Development (EBRD) and the International Finance Corporation (IFC), each
with a 10% stake, along with the Engie international group -, the Romanian state through the Ministry of Energy -
which owns 37% of the company - and Fondul Proprietatea (12%).
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► A decision of the The High Court of Cassation and Justice (ICCJ) from Tuesday, October 23,
suspends the effects of the Minister of Public Finance Order (no. 1210/2014) and Central Fiscal
Commission Decision (no. 5/2014) stating that the wind turbine support towers are buildings
and can be taxed. Contrary to the court's decision, the Parliament wants to include them in the
buildings category. The three wind energy companies that initiated the complaint are Tomis Team SA, Ovidiu
Development SRL and MW Team Invest SRL (all belonging to CEZ Group) and then other similar companies - also
owning wind farms - have joined this action.
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► Spanish company Repsol will withdraw from four exploration perimeters from Romania, after
five years of association with Petrom. As reported on November 1, Petrom will take over Repsol’s shares on
four onshore exploration agreements, following the approval of the National Agency for Mineral Resources (ANRM)
- V Băicoi, VII Târgoviște, XII Pitești and XIII Târgu Jiu. The farm-our agreements were concluded in 2013 - OMV
Petrom owned 51% of the shares and operational rights, whereas Repsol owned 49% of the shares.
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► Romania plans to reach a renewable energy target of 32% of the total consumption until 2030, from
24% today, according to Niculae Havrileţ, Adviser to the Minister of Energy, who stated this on Tuesday,
October 30. He explained that Romania needs investments in storage of electricity; moreover, the price
of renewable energy equipment is decreasing, thus the consumers’ bills may lower in the following
years.

► According to the Association of Consumers and Small Power Producers, “over 80% of Romania's
energy suppliers are not interested in small consumers, over 90% do not have mandatory minimum
information and the Romanian Energy Regulatory Authority (ANRE) does not see all these problems.”
The association tried to find the best supply of electricity for its headquarters, but the results were
surprising, as reported on October 24. Basically, although there are many suppliers and the market is
completely liberalized, it is extremely difficult for a small consumer to conclude an energy supply
contract.
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► The coal reserves at the Oltenia Energy Complex (CEO) are currently around 900,000 tons and the
necessary quantity for the coming winter is secured, according to a company’s press release from
Monday, October 23.

► According to the latest report of DG Energy, cited on October 23, for the second quarter of 2018,
Romania has reported the most significant drop in the consumption of natural gas in the European
Union - by 25% - despite being Europe’s fourth largest gas producer. The average gas consumption has
dropped by 8% on average at the level of European Union, compared to the same period of last year,
possibly due to milder weather.

► The gas production of Romgaz increased by 7% for the first nine months of 2018, being sold entirely
on the internal market, according to a declaration of Adrian Volintiru, Director General of Romgaz, from
October 31. Moreover, Volintiru underlined that Romgaz met its obligation to store gas, according to
the legislation.
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► As reported on October 23, the Competition Council and the Ministry of Finance are
analyzing the possibility of capping the price of fuel after the Government expressed intentions
to eliminate surcharges, according to Bogdan Chiriţoiu, President of the Council. He added that the price
capping measure has been applied twice in Romania until now, but price control policies are not agreed in
Brussels and generally lead to disastrous results. Chiriţoiu specified that the Competition Council’s analysis
regarding the fuel price will be ready soon and the report will be published at the beginning of next year.
A first reaction came from Alexey Golovin, Vice-president of KMG International, the main shareholder of
Rompetrol Rafinare, who stated on October 26 that “the capping of fuel prices would have long-term negative
effects.”

► As reported on October 30, the increase of the gas prices is driven by a drop in the
quantities of the two largest producers, Petrom and Romgaz, and by the increase of prices for
imported gas, according to Eric Stab, CEO of Engie Romania, one of the biggest gas suppliers in the country.
Asked if Romania will have enough gas for this winter, Stab responded:
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“I don’t know, it depends on winter, only 

God knows. We have to be prepared. 

The Government must have an emergency 

plan regarding what to do and how 

to intervene if necessary, but this plan 

doesn’t exist right now.”
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► A draft order of the Romanian Energy Regulatory Authority (ANRE) would allow participants
to centralized energy markets to include penalty clauses in contracts, in order to increase
protection from unilateral denunciations due to the evolution of prices, as reported on October
25.

In the past few years, several contracts in the energy market were denounced by energy producers aiming to
maximize profits according to the evolution of prices - by renouncing on contracts with lower prices, some were
able to sell the energy to other suppliers, at a higher price. Suppliers applied the same method.

The order drafted by ANRE, currently in public debate, would forbidden the denunciation of contracts without the
application of new termination clauses. Moreover, the termination of contracts may only be possible through the
payment of the remaining energy at the market’s price.
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► As reported on October 29, Hidroelectrica requests shareholders to allow the contracting of
lawyers specialized in the energy field, in order to sue the Romanian Energy Regulatory
Authority (ANRE). Hidroelectrica accused the perturbation of its activity by ANRE’s controls, as well as the fact
that company’s costs are not recognized. The need of external legal services is argued by Hidroelectrica through a
“rapid and unpredictable growth of lawsuits between ANRE and the company, generated by ANRE’s conclusions,
resulted from multiple controls, which are doubtful in terms of thoroughness and legality.”

► As reported on October 31, the Ministry of Energy intends to contract a study on the legal
status of the assets of private companies that have acquired the distribution networks
previously known as Distrigaz Nord and Distrigaz Sud. The privatization of the two networks took place
in 2005, when the Romanian Government sold them to E.ON Ruhrgas, respectively Gaz de France. At the moment
of the privatization, the two companies were granted the exclusive concession of the gas distribution service,
together with a base of assets, which is remunerated at a regulated rate - while the remuneration is then paid by
all consumers through gas bills. At the moment, the gas distribution activity in Romania is split between Delgaz
Grid, controlled by E.ON, and Distrigaz Sud Rețele, controlled by Engie Romania (former Gaz de France).
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► Greenpeace Romania and ClientEarth (a legal aid NGO) filed a legal appeal against the
Rovinari Thermal Power Plant, one of the oldest and largest coal-fired power plants in Romania,
aiming to cancel the plant's operating license by stating that it does not comply with the new
European anti-pollution laws. The new authorization was granted in September 2018 and allows Rovinari to
operate for an indefinite period of time. The Rovinari thermal power plant is owned by the Oltenia Energy
Complex (CEO), the largest coal-fired power producer in Romania. According to Greenpeace, the authority has
about one month to answer this administrative appeal. Otherwise, environmental organizations will attack the
authorization in court.

► The reorganization plan of Elcen has been approved on October 23. According to the plan,
Elcen’s four thermal power plants (CET) will be administered by the Bucharest Administration
from now on, through a dedicated company.
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Tudorel Toader stated that procedures to dismiss Augustin Lazăr, Romania’s General
Prosecutor, have begun.

Throughout a lengthy press conference ("long and tiring is beautiful", according to some) organized last week on
Wednesday, October 24, Justice Minister Tudorel Toader phrased several accusations included in an explanatory
memorandum in 20 chapters, with a 64 pages document attached to it.

The accusations are related to the General Prosecutor’s management record, as well as to his alleged refusal to
pursue decisions of the Constitutional Court (CCR). Justice Minister Tudorel Toader also attempted to cast a doubt
on the integrity of the General Prosecutor, accusing close ties between Lazăr and President Iohannis, as well as his
doubtful appointment procedure in 2016 - which former technocrat Justice Minister Raluca Prună, who nominated
Lazăr, has quickly refuted.



Political
www.fppg.ro

Almost instantly, Lazăr reacted, contesting the accusations and pointing that “actually, the 64-pages document is
an answer to the Venice Commission’s conclusion”.

Opposition parties reacted as well, stating they will file in a simple motion to be debated on Tuesday and voted on
Wednesday this week.

The simple motion - a document also based on 20 points, for the love of symmetry - is built around the idea that
Toader is “promoting a politically motivated justice.”

The motion also refers to the recent Governmental Ordinance (OUG) on justice: “Minister Toader, you blatantly
broke the law and Romania’s Constitution just to please the criminals” - is pointed out in the document endorsed
by PNL and USR. In terms of the parliamentary vote outcome, the motion will most likely fail, just as the previous
ones, due to the lack of majority.
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Moreover, President Klaus Iohannis stated that Toader’s dismissal request targeting Augustin Lazăr is “completely
inappropriate and could generate distrust and concern in the justice system.” Iohannis issued a statement, calling
on Toader to resign. More from the President: “this attempt aims to stamp prosecutors as enemies of the society.
Nevertheless, when it comes to defending law and order, prosecutors play an essential part established by the
Constitution. I am sending a message towards the magistrates also urging them not to lose any trust in the
Romanian society’s defending capabilities for the rule of law. What the Justice Minister is doing has to stop and
Mr. Toader needs to urgently resign.”

In terms of upcoming procedures, CSM (Supreme Council of Magistracy) scheduled hearings for Lazăr on
November 13; afterwards, CSM shall issue a consultative report and the President has the possibility to refuse
Toader’s initial proposal for technical reasons (according to a recent official decision of the Constitutional Court).
However, President Iohannis can only make this move once. Therefore, chances are high for another Kovesi-like
episode to happen on procedural grounds.
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Also on justice-related topics, President Iohannis has summoned all parliamentary parties for
consultations on Wednesday, aiming to discuss the Governmental Ordinance recently issued
upon the request of the Ministry of Justice and heavily criticized by the EU. All parliamentary
parties attended - national minorities included.

After the consultations, each party held a press-conference, sharing conclusions from the talks with the President.
It is worth mentioning that PSD handed Iohannis a document with seven questions, while ALDE called asked for a
cross party political pact on justice.

PNL stated that they will appraise the Venice Commission, requesting assistance on this particular OUG.
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The political pact on justice proposed by ALDE became yet another source of tension inside
the governing coalition, as PSD suspected ALDE’s electoral interests behind the proposal.
ALDE called for political consensus on justice by arguing that Romania risks holding up to
ridicule during the EU presidency because of internal issues.
Tăriceanu echoed a recent declaration of Justice Commissioner Vera Jourova, who recently expressed doubts
regarding Romania’s capacity to handle the upcoming presidency because of justice and corruption-related
issues.

PSD, on the other hand, went on with justice-centered agenda, as reflected by the seven questions
addressed to President Iohannis. In a nutshell, PSD asked Iohannis why didn’t he use any of his presidential
prerogatives to fight against the secret protocols. Here are the seven questions:
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► Why did you summon parties to talk about justice-related laws after the Parliament’s projects’
adoption and not before?

►Why didn’t you use any of your presidential prerogatives to intervene against the secrete protocols
between SRI (Romanian Intelligence Service) and judicial institutions, protocols that breached fundamental rights
stated by the Constitution?

► Why did you not publicly step in by using constitutional rights to re-establish balance and faith in
the Romanian justice when several magistrates accused DNA prosecutors of exerting pressure on judges dealing
with DNA files?

► Why did you keep silent when a parliamentary inquiry committee report established that several
political and media figures illegally obtained documents from the SIPA (internal service of the Ministry of Justice)
archive?
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► You constantly criticized OUG no. 92, which was agreed between the Justice Minister and Venice
Commission representatives, however why did you tolerate the moment when former technocrat Justice Minister
Raluca Prună, together with former PM Dacian Cioloș, adopted a governmental ordinance transforming a secret
service into a penal indictment authority?

► Keeping in mind that CCR stated your justice law appraisal being belated, why did you keep
appraising the Court on the other remaining justice laws, therefore obstructing the Parliament on its law-making
act?

► How do you position yourself between the secret protocols co-signers?

All in all, the justice topic -and media drama- is far from over. Increased media coverage is expected in the next
two weeks - on Toader’s simple motion and, in the upcoming government reshuffling context, whether if he is to
continue handling the current portfolio or not, as well as on November 13, when CSM will have the spotlight in
Lazăr’s case.
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► Last week’s number one topic in terms of coverage and debates was, by far, the Offshore law.
The Chamber of Deputies passed the project on Wednesday by 170 votes in favour, 3 votes against and one
abstention. PSD had to compromise with ALDE during negotiations, mainly on what ALDE Vice President Varujan
Vosganian pointed out several days ago, as regards “enough fiscal guarantees for the investors”, because all
involved parties agreed on keeping the same level of taxation for ongoing offshore agreements. The draft was
initially adopted on Tuesday in the parliamentary committees with some changes from the Senate’s initial form. The
final voting result there was: 40 votes in favour, while 14 MPs abstained (from USR and PNL) with an overall intense
debate; USR and PNL accused PSD and ALDE for lack of transparency. As regards taxation levels for additional
revenues, MPs agreed on the amendment version circulated three weeks ago: the maximum investment deduction
level for upstream cannot exceed 30% from the total offshore additional revenues taxation threshold. All money
collected from these taxes will be transferred in a special account meant to finance gas distribution and
transportation networks or other governmental projects. Industry representatives reacted instantly, OMV saying that
company is postponing any decision as regards Black Sea gas reserves until next year. They were joined by BSEG,
another major company, a day later.

Political – Top events to spot last week
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► MPs passed the Law against money laundering. However, it is worth mentioning that this law was
initially rejected. PSD MPs asked for another voting round because, according to them, “there have been colleagues
who did not manage to vote”, although they were present during the session. The second and final round gathered
170 votes in favour, 70 against and one abstention. Liviu Dragnea accused “a criminal hand which interfered with
the voting process.” However, Romania was more than one year past the deadline for transposing the EU directive
in the field, as the European Commission had already sent Romania to the EU Court of Justice (CJUE) for failing to
transpose into national law the 4th Anti-Money Laundering Directive (in July).

► PM Dăncilă appointed Nicolae Hurduc for the Research and Innovation portfolio. Before
Hurduc, the Ministry was led by Viorel Ștefan as interim after Nicolae Burnete resigned. Hurduc is
the Dean of the Chemistry Faculty of Iași. Iohannis signed the proposal. Hurduc will, most likely, be part of the next
Dăncilă Cabinet, after the disputed Governmental reshuffling end this week.

Political – Top events to spot last week
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► Defence Minister Mihai Fifor reacted on Thursday, October 25, after Russian President
Vladimir Putin warned that European states hosting American anti-missile systems would
become targets for Russia in case of war.

Putin’s declaration came as the US Administration decided to withdraw from the Intermediate-Range Nuclear
Forces Treaty (INF). Defence Minister Fifor stated that “the recent declaration of President Putin, related to the fact
that Romania may become a target, cannot tie the INF with the anti-missile system in Deveselu.

There is no connection, these are two separate things. It is only a new speech challenge of President Putin related to
states that host such systems that are fully defensive.” However, Defence Minister Fifor warned that the Russians
have placed cutting-edge military technology in Crimeea. Also inquired about this situation, PSD President Liviu
Dragnea declared, ironically, that “we have specialists in foreign policy, Mr. Iohannis and Mr. Meleșcanu, and they
should translate these things.”

Political – Top events to spot last week
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► USR registered a draft project for the amendment of justice laws from the “Justice Package.” The
main idea is to correlate all the recommendations of the Venice Commission with the final project,
according to USR representatives. Among the articles mentioned in the draft are: reconsidering the high rank
prosecutors appointing and revoking system, removing the free-speech restraint for prosecutors and judges,
identifying a solution meant to ease up civil society representation within the CSM, fully abandoning any
magistrates early retirement scheme. CSM working grounds are also included in the draft. The Chamber of
Deputies is the first appraised chamber on this project, while the Senate has the decisive role.

► USR registered the “Fără penali în funcții publice” (“No criminals in office”) initiative at the
Romanian Constitutional Court, submitting 850 000 signatures for validation. The signatures were first
validated by local administrations and many have been annulled. USR President Dan Barna called on
President Iohannis to support the initiative that aims to amend the Romanian legislation so that persons with a
criminal record would not be able to run for office.

Political – Top events to spot last week
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► PM Dăncilă will present a cabinet assessment document which is the starting base for the upcoming government
reshuffle. A PSD Central Executive Committee should be organized this weekend. After the Executive Committee,
the results of the cabinet assessment are expected, together with the future nominations to replace dismissed
ministers. Two evaluation criteria are taken into consideration: every future minister should know how to publicly
communicate and every future minister should have the capability of mastering public servants. After the
government reshuffle, expect increased media pressure on the budgetary adjustment / talks about the 2019
budget law.

Political – Trends to watch this week 

► For now, different sources point at different names for the next Dăncilă Cabinet, while other sources indicate
tensions between PSD and ALDE regarding the future form of the cabinet, especially on the energy portfolio, which
has been reportedly targeted by both parties. At the same time, PSD may face internal problems related to
Regional Development Paul Stănescu’s portfolio - while a critic of Dragnea, Stănescu reportedly enjoys the support
of local organizations. At this stage, with negotiations underway, surprises may occur.
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Political – Trends to watch this week 
► Commissioner for Regional Policy Corina Crețu is
visiting Romania on Monday and Tuesday,
attending various events and possibly addressing
the recent tensions between her and the Romanian
Government.

► PNL is expected to register a motion of no
confidence against the current governing coalition
after November 15, according to political sources
and considering the fact that PNL has previously
announced such a motion for the current
parliamentary session. PNL President Ludovic
Orban did not confirm or deny this information.

► The European Parliament will vote a motion for a
resolution on Romania on November 14, during a
plenary sitting in Strasbourg. The vote will take
place around noon, despite President Iohannis’
recent statement that “the adoption of this
resolution would be uncommon one month before
the EU presidency.”

► Budget Commissioner Guenther Oettinger will
be on an official visit to Bucharest on October 30.
He is expected to meet PM Viorica Dăncilă, Finance
Minister Eugen Teodorovici and EU Affairs Minister
Victor Negrescu, aside from attending several
events.


