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Executive Summary

Although Moldova has been associated to the
European Energy Community in 2010, giving rise
to some ambitious sectoral reforms, the authorities
did not have sufficient political will to “cut the
Gordian knot” in the gas sector as well. The entire
energy sector in Moldova, natural gas business in
particular, has always been a substantial source for
the corrupt networks, greedy politicians and high
tips for incompetent administrators. This could
be viewed as inherent elements to a transition
process and a rising democracy, if the magnitude
of the accumulated problems would not reach the
point of endangering the very existence of Moldova
as a state, representing a real threat to economic,
energetic and even territorial integrity security.
This study comes with an overview over the
developments in the energy sector after Moldova’s
independence and concludes that the status quo
maintained in the sector for over 20 years served

actually Russia’s strategic agenda in our country.

Never-ending chaos on the accumulation of new
debt for natural gas consumption has no sense only
apparently - would be valid if judged purely economic.
In reality, the Russian Federation has sought to
maintain its sphere of influence over Moldova by
strengthening  “statchood” of the Transnistrian
region, artificially maintaining the Dniester conflict,
and its role as a mediator in this conflict. The Russian
Federation has used “Gazprom”JSC as a sponsor
of separatism in Moldova, exploiting along with
this other means of its foreign policy - diplomatic,
political, military and economic, as well as using the
opportunities brought by corrupt elites and various

“useful idiots” in bilateral relations. Looking back,
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we should understand that “Moldovagaz’JSC was
targeted from the start not so much to generating

profits as to buy loyalty.

Holding relationship with Moldovan institutions
represented by “Moldovagaz’]SC was ambiguous
and unstable, this holding actually being regarded
as a “state within a state” for a long time. The tap
under the management of a holding company could
be closed in the dead of winter without any remorse,
leaving Chisinau to freeze in the dead of winter.
State institutions such as the Court of Auditors and
the National Agency for Energy Regulation could
not get near the “Moldovagaz” closer to a shot gun
for a long period of time, and the official company
balance sheet even now reflects only a fraction of
what is entered on the balance sheet accounts. As
in Ukraine, large-scale corruption in the energy
sector aimed at the heart of the national security
system, where the responsible institutions have not
handled these threats seriously. Taking advantage of
the lack of vision and corruptibility of Moldovan
elites, including at the highest political level, Russia
has strengthened its influence in Moldova, building
economic schemes through which the separatist
regime in the Transnistrian region was financed

including by Moldovans money.

This study is an overview of the conditions,
mechanismsand tools that have made these schemes.
The study concludes with several recommendations
for actions, policies, which must be taken by some
responsible national authorities on their own,
considering the public interest in compliance with

the legislation.



INntroduction

The energy sector is the most vulnerable systemic
area for the country population and economy. In
2015, about 85% of primary energy consumed
came from outside the controlled area by Moldovan
authorities, including about 80% of electricity
was purchased from Transnistrian region and

<

almost 100% of natural gas was purchased from
Gazprom” JSC through “Moldovagaz’]SC, which,
de facto, is a subsidiary company of the Russian

corporation.

The problem of debts for natural gas of
“Moldovagaz’]SC  to the Holding

“Gazprom” OJSC generates continuing speculation

Russian

and controversy amid shortage of information
about the formation of these debts and without a
holistic understanding of its nature, especially in
the so- called “Transnistrian problem”. Recently,
during an official visit to Russia on January 17®
to 18" 2017, President Igor Dodon said that the
debt amounting 6.5 billion US dollars is related
to Moldova, so that later he would specify it as a
debt of the economic agent “Moldovagaz’]SC. In
late January 2017, a government delegation led
by Deputy Minister of Economy, Valeriu Triboi,
made an attempt to negotiate with “Gazprom”
corporation about debt restructuring process,
but the submitted proposals, contents of which
remained unknown to the general public, were

rejected by the Russian side.

In 2007, our Institute (IDIS “Viitorul”) has
developed a comprehensive study regarding the
conditions under which the infrastructure of
natural gas in our country was privatized, the
result of which “Gazprom” OJSC obtained 50% of
shares in “Moldovagaz” JSC (controlling stake). We
indicated the involved interests in the privatization

process and classified this transfer of ownership from

the country’s energy security sector as “fraudulent”.
Following that courageous study, former Center
for Combating Economic Crimes and Corruption
(CCECC) has responded (quite predictable, in
fact!) by querying the authors, specifically inquiring
about how they obtained the documents to which
the study explicitly referered to, and, where
clear conclusions could be made about the fraud
process of gas business management in Moldova.
Obviously, after long discussions with prosecution
representatives never followed anything on the

subject researched by the authors.

In the same year, 2007, the Polish Foundation
“Stefan Batory” published an economic research,
entitled “Energy game: Ukraine, Moldova and
Belarus between the EU and Russia” !, claiming
among other things that, regardless of
differentiated “Gazprom”OJSC policy in relations
with Ukraine, Moldova and Belarus, the real
purpose of the Russian monopolist corporation
was one - seizing control over energy sector in these
independent states”. Due to dominant influence
in this economy strategic branch, Moldova
became even more dependent economically to the
monopolist supplier of energy resources (Russian
Federation) and this major vulnerability of the
economic system imposes itself clarity and political
dependence, in other words - interference of
external actors in decision-making has become a

common practice of the political process.

The current study continues with previously
related matters on country’s energy security, but
also comes with additional explanations and
arguments, some of which are made public for
the first time. Thus, its authors argue that the way

' hetp://www.batory.org.pl/doc/energy game.pdf
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Gazprom subsidiary was managed in Moldova,
its extended relations to the country’s national
political system, the connections with separatist
administration and companies taken unlawfully
from the left bank by various Russian oligarchs,
could serve a real chrestomathy of the hybrid war
for energy policy in the former Soviet space. The
study brings relevant testimonies about political
and institutional levers that made possible the
expansion of Russian energy interests in Moldova,
purpose and methods used by the Russian
Federation, which, starting with 1994-1995,
“Gazprom”OJSC succeeded in securing control

over our branch of natural gas.

POLICY PAPER:

Due to the contractual scheme implemented in the
90s and still being implemented, the Russian natural
gas is being supplied to the left bank and used (de facto
free of charge) both by households and economic
agents from the separatist region. Meanwhile, the
debt associated to gas consumption is accounted
for as “Moldovagaz” debt to “Gazprom”OJSC. The
largest consumer of natural gas in Transnistrian
region is “Moldoveneasca”SEP, which until March
31, 2017 delivered about 80% of the electricity
consumed on the right bank via Energokapital
company. Thus, purchasing electric power, including
the conditions on which it was purchased, should

also be considered as debt for natural gas.



1. The main stakeholders in the energy

sector in Moldova

“Gazprom”QJSC. Russian Federation Corporation
founded in 1993, which supplies gas to Moldova,
including the separatist region of Transnistria
and, also, uses Moldova’s natural gas transmission
system for the transit of gas to the Balkans. It
holds 50% of “Moldovagaz’]SC shares and
delegates most members of the Supervisory Board
of “Moldovagaz’]SC, has a delegated member in
the Committee of Censors. Shareholder structure:
company listed on international exchanges, but the
Russian Government has both direct and indirect

controlling stake of over 50%?.

“Moldovagaz”JSC. Founded in 1998, following
a debt-to-equity swap transaction, where part of
debts held by “Gazprom” OJSC were converted
into its stake in “Moldovagaz” JSC equity. The
rest of the equity was formed via contributions in
physical infrastructure from the natural gas sector
made by the Moldovan Government and Property
Management Committee from the separatist region
region of Transnistria. Currently, it has a monopoly
on natural gas supplies from the Russian Federation
in Moldova. Being the parent company in a
holding, it controls both the transmission system
operator (“Moldovatransgaz’Ltd) as well as 12
distribution companies of natural gas, by holding
Shares. Shareholder structure: “Gazprom”OJSC
- 50.0%; Moldovan Government (via Public
Property Agency) - 35.33%; Property Management
Committee of the Transnistrian region - 13.44%
(managed by “Gazprom”OJSC); Individuals -
1.23%.

? ”Gazprom” unaudited financial report on Septem-
ber 30th, 2015, page 8 http://www.gazprom.com/f/

posts/12/001311/gazprom-ifrs-3q2015-en.pdf

“Tiraspoltransgaz”’Ltd. Not registered in
any internationally recognized legal area. It
was founded by self-proclaimed Transnistrian
authorities in 1993 for pipeline transport
administration in the separatist region; also
manages the distribution infrastructure since
1994. The company is only registered with the
Transnistrian authorities and has monopoly
over the supply, distribution and transportation
of natural gas in the territory, despite the fact
that all transmission infrastructure was paid by
Transnistrian authorities as a contribution to
“Gazsnabtranzit” CJSC formation, which was
subsequently was merged into JSC “Moldovagaz”.
Note: under 723,

13.10.2005, of the unrecognized region’ leader,

provision  no. dating
all "Tiraspoltransgaz”Ltd assets were passed to
“Tiraspoltransgaz-Pridnestrovie”Ltd. Later on,
the arrangement was canceled via order no. 280
dating 25.03.2010 by the following so-called

Transnistrian leader.

Thermoelectric plant ”Moldoveneasca” was
built in 1964 as a regional thermo-electric plant,
with a generating capacity of 2520 MW and
power production ability based on three types of
fuel: natural gas, coal and fuel oil. It is the largest
consumer of natural gas and the largest producer
of electricity in Moldova. Being located in the
region controlled by the separatist authorities
in Tiraspol, it was “privatized” by them (results
of privatization not being recognized by the
constitutional authorities in Chisinau) and was
finally purchased by the Russian Holding “Inter
RAO UES”. Shareholder structure: The Russian
“Inter RAO UES” - 100%.

POLICY PAPER:
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Moldovan Metallurgical Plant (MMP) Rybnitsa
was founded in 1985 and reorganized in 1998
by the self-proclaimed Transnistrian authorities
into a Joint-Stock Company. It is one of the
largest consumers of electricity and gas from the
Transnistrian region. Production capacity: 684
000 tons of steel and 500 000 tonnes of laminated
metal per year. Its production was exported to the
Russian Federation, Romania, Poland, and was also
delivered in Moldova. Ownership structure:
- By 2004: 75% shareholder of the company
“Itera”, Russian Federation®
- By 2013: property shares were exchanged
between several investors®, but the majority
share (50%) was controlled by Alisher
Usmanov, via “Metalloinvest”, Russian
Federation.
- By2015: “Metalloinvest”, Russian Federation
(Alisher Usmanov) - 100%
- Since January 2015 the plant was re-passed

to Tiraspol authorities’ property’.

The Moldovan Government has multiple roles in
the energy sector, namely:

- Via the Ministry of Economy, which is the

central body in the energy sector, develops

and promotes energy policies, including

those related to energy security.

3 htep://www.dsnews.ua/politics/art14806
* htep://www.dsnews.ua/politics/art14806
5 htep://www.dsnews.ua/politics/art14806
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- Being a shareholder of the blocking stake

in “Moldovagaz”]SC, it delegates a third of
the Supervisory Board members (usually
two people from the Ministry of Economy)

and proposes the Chairman for the Board of
“Moldovagaz”]SC.

It is the owner of thermo-electric sector
enterprises (JSC “Termoelectrica” and “CET-
Nord” JSC), which, on the one hand are the
largest consumers of natural gas, and on the
other generates about 20% of energy consumed
on the right side bank of the river Dniester.

The owner of Energocom JSC which is
licensed to supply electricity and natural
gas supply at unregulated rtariffs. Since
December 2015, about 80% of electricity
consumed on Moldovan territory controlled
by constitutional authorities is supplied
through this company.

It represents Moldova in relation to other
states. In this capacity it’s getting involved
in negotiating contracts related to the supply
and transit of natural gas. Similarly, via the
Ministry of Economy it is directly involved

in negotiating power purchase agreements.


http://www.dsnews.ua/politics/art14806
http://www.dsnews.ua/politics/art14806
http://www.dsnews.ua/politics/art14806

2. Moldova's natural gas supply contract
scheme and its implications

Moldova’s natural gas supply contract scheme
provides that volumes intended for consumption
on both, right bank of the Dniester River
and Transnistrian region are provided by
“Gazprom”O]JSC via “Moldovagaz” JSC (see Figure
1). Even before the formation of “Moldovagaz”]SC,
natural gas was being supplied in a similar way -
via “Gazsnabtranzit” JSC which held the natural
gas networks, registered under the jurisdiction
controlled by Moldova’s constitutional authorities
and was becoming legally responsible to pay for gas
provided including the separatist region.

Thus, “Gazprom”OJSC
“Moldovagaz”]SC, the last one only partially paying

supplies gas  to

for contracted gas, accumulating the difference

in the form of debt. In turn, “Moldovagaz’]SC
supplies gas both to Moldovan constitutional
authorities and the jurisdiction controlled by the
separatist authorities®. And if on the right bank
of the Dniester gas consumption is mainly paid,
excluding large debt of the energy sector, the
Transnistrian side generally does not pay anything
for the gas supplied in the region’.

In a conventional situation, that contract scheme
would be equivalent to the supply via an authorized

¢ Section 2.4 explains why the left bank customers have high-
lighted C.T.E. “Moldovan” Moldovan Metallurgical Plant
and Plant Cement Rybnitsa

7 A gas discharge mode in Transnistria will be explained in
detail in Section 2.3

Figure 1. Contract scheme of natural gas supply and payment in Moldova

Legend:

- Russian jurisdiction

————> Natural gas supply contracts
ey Financial flows to pay for gas
=3 Debt for gas consumed

- Moldovan constitutional authorities jurisdiction
- Jurisdiction controlled by the separatist Transnistria
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dealer. But it has many negative consequences for
Moldova (see next section), due to the action of
two major factors:

* Unrecognized jurisdiction of the alleged
Transnistrian authorities and inability of the
Moldovan institutions to exercise authority
on the territory controlled by separatists;

e Dartial payment for gas consumption
on the right bank and non-payment for
consumption in ‘Transnistrian region. By
19.10.2016 “Moldovagaz”JSC accumulated
a debt stock to “Gazprom”OJSC of over
5.25 billion US dollars, more than 90%
are related to natural gas consumption on
the left bank of the Dniester®. Additionally,
“Moldovagaz”]SC still has a debt of about 1.2
billion US dollars to “Finance Factoring”Ltd,
which is a subsidiary of “Gazprom”OJSC for
adebt divested in 2005°. Therefore, according
to the documents verification between
“Moldovagaz”]SC and “Gazprom”OJSC, by
19.10.2016, the total debt for gas consumed
in Moldova (both banks) was nearly 6.5
billion US dollars.

2.1. Legalization of debts related to the
Transnistrian region

Thecontractual scheme presented aboveassumes that
“Moldovagaz”]SC takes the burden of debt for gas
delivered in the separatist region of Transnistria. So,
“Gazprom”O]JSC owns debts of “Moldovagaz”’]SC
and the last owns debts of “Tiraspoltransgaz”Ltd or
“Tiraspoltransgaz-Pridnestrovie’Ltd'’. But none of
the two companies from the Transnistrian region

is part of any internationally recognized legal

Protocol of the fourteenth meeting of the Moldovan-Rus-

sian intergovernmental commission for economic coopera-

tion, page 8 (http://mec.gov.md/sites/default/files/protokol

rm-rf 29.11.16.pdf)

7 ,Gazprom”]JSC quarterly report for Q4/2005, pag.47 http://
www.gazprom.ru/f/posts/91/747099/repiv_2005.doc

1% According to order no 723 from 13.10.2005 of the self-

proclaimed region leader: http://pravopmr.ru/View.aspx?id

=civm3PklomA9Exjput74jg%3D%3D
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jurisdiction, being registered only by the separatist
authorities. Legally, claims against these companies
are equivalent to claims against an entity registered
only by the self-proclaimed authorities of the Islamic
State. In fact, “Moldovagaz”’JSC annual reports
(balance sheet, profit and loss, etc.), approved by
shareholders and published, don’t even reflect trade
relations with these companies. Thus, on the one
hand, “Gazprom”OJSC corporate reporting reflects
holding claims against “Moldovagaz” worth over 5
billion dollars, on the other hand, representatives
of the Russian Holding approved for publishing

“Moldovagaz”]SC reports without reflecting over
these debts.

Economically, legal aspects make a huge difference
between claims owned by “Gazprom”OJSC
and “Moldovagaz’]SC. The Russian Holding
owns “Moldovagaz”]SC’ debts — a real economic
agent legally recognized internationally, with
assets that could be tracked and recovered by the
creditor. “Moldovagaz”JSC assets include Shares
of daughter companies (transmission company
“Gazprom”OJSC and distribution companies)
where real infrastructure items are at its balance
sheet (gas transmission and distribution networks).
Thus, “Gazprom”OJSC owns debts covered with
real assets, at least partially. On the other hand,
“Moldovagaz”]SC owns debts of some entities
outside any recognized legal area, recovery being
extremely dubious, even impossible, respectively,
the real economic value of these claims tend to
zero. The former leader of the separatist authorities,
Igor Smirnov, said bluntly that he recognizes no
debt for gas consumed in the Transnistrian region
and, legally speaking, it is “Moldovagaz’]SC owing
money to “Gazprom”OJSC - and, according to
him, the debt must be settled between those parties.

The existing contractual scheme, de jure, brings
some debts formed in the jurisdiction uncontrolled
by constitutional authorities from Chisinau to
Moldova’s legal space, which make them subject
to international legal mechanisms, including


http://mec.gov.md/sites/default/files/protokol_rm-rf_29.11.16.pdf
http://mec.gov.md/sites/default/files/protokol_rm-rf_29.11.16.pdf
http://www.gazprom.ru/f/posts/91/747099/repiv_2005.doc
http://www.gazprom.ru/f/posts/91/747099/repiv_2005.doc
http://pravopmr.ru/View.aspx?id=civm3Pk1omA9Exjput74jg%3D%3D
http://pravopmr.ru/View.aspx?id=civm3Pk1omA9Exjput74jg%3D%3D

arbitration. De facto, “Moldovagaz”JSC provides
a service for the legalization of “Gazprom”OJSC
sponsorship for the Transnistrian authorities and
consumers, taking on their debts. Moreover,
“Moldovagaz”]SC provides this legalization service
not only in relation to the supply of natural gas, but
also in relation to the transit of natural gas via the
separatist region. It is probably a unique case when
legalisation services are provided free of charge and

against a cost assuming.

2.2. Debts between the left and right banks
distributed by “Moldovagaz” accounting
department

Another consequence of the implementation
of contractual scheme described above is that
“Moldovagaz”]SC  debt to
“Gazprom”OJSC, liabile to consumption on the
right and left banks, is made by “Moldovagaz”]SC
Thus,
authorities and policymakers talk about debts

distribution  of

accounting  department. when  state
for natural gas, they operate with figures resulted
from an internal calculation of “Moldovagaz”JSC
accounting and the debt related to the left bank
is not even included in the financial statements

published by the company.

Although the subject of debt for gas is of major
importance and is very much part of the agenda at
the highest level between the Governments of the
Republic of Moldova and the Russian Federation,
debts accumulation and repayment has never been
subject to an external specialized control. However,
“Moldovagaz”]SC corporate management raises
many questions (see Chapter 3 of the study),
including the performance of the Government as
a shareholder, so it is imminent that verification
should be carried out by a third party institution,

such as the Court of Accounts.

We remind that earlier, before “Moldovagaz”]SC
was founded, more irregularities were reported

related to accounting of debt for natural gas

on both banks — both, debt accumulation and
repayment. For example, the study “Gas industry
in Moldova: burden of ignorance and the cost of
errors’, '' published in 2007 by IDIS “Viitorul”
experts, revealed the following aspects- the debt for
natural gas, only for 1994, was artificially inflated
by over 150 million US dollars. Similarly, this study
shows that in 1995, when the Moldovan-Russian
CJSC “Gazsnabtranzit” was founded (which later
formed the basis of “Moldovagaz”]SC), distribution
of share ownership between the administration
of “Moldovatransgaz” (Dniester right bank) and
DRGM “Tiraspoltransgaz” (on the left bank) has
made possible that the right bank patrimony was
partially used to repay debts for gas consumed in

the Transnistrian region.

In addition to those mentioned in the study above,
we should add that when “Moldovagaz”]SC was
founded, the Moldovan side swaped debt to equity
and “Gazprom”]SC contributed by debt-to-equity
swap. Based on available data, again, property on the
right bank was used to repay debts for gas consumed
on the left. Thus, infrastructure was included in
the share capital of JSC “Moldovagaz” even at
foundation (10.23.1998), while “Gazprom”OJSC
has started its contribution on July 1% 2001,
with a delay of almost three years (see Annex 1).
During this period, “Moldovagaz’JSC debt to
“Gazprom”QO]JSC still in force, related to unpaid
share, and also, penalties related to this debt were
calculated. Moreover, according to the document
verification netting between “Moldovagaz”]SC
and “Gazprom”OJSC on 01.07.2001 (see Annex
1) “Gazprom”]SC payment of share was made by
settling the debt related to gas consumption in
1997, the debt between “Moldovagaz’]SC and
“Gazprom”O]JSC being wholly reflected to both
sides. However, by that time, debts of 1997 related
to gas consumption on the right bank have been
paid (see Annex 2). Therefore, it is not clear what

debts were extinguished by “Moldovagaz’]SC

" Studiul “Industria gazului in Republica Moldova: povara

ignorantei si costul erorilor”, IDIS "Viitorul”, 2007
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accounting after this transaction - again, it could
be related to debts and gas consumption in the

Transnistrian region.

Another relevant example in this respect is paying
off debt accumulated during 1994-1996 through
issuing state loan bonds. The Parliament ratified
an Agreement between the Government and
“Gazprom”OJSC on principles of regulation of
Moldova’s debt for natural gas supplied in 1994-
1996 via decision nr.1062 from 26.12.1996. The
Finance Ministry was empowered to conduct
bond emission of state external loan amounting
US $ 140 million, Government Decision 275 of
21/03/1997. According to documents check of
mutual settlements as of 01.01.1998 (see Annex
3), that amount was allocated to debt settlement
for 1995. Again, we note that in relations between
Moldovan enterprises (“Moldova-gas” Holding and
“Gazsnabtranzit’CJSC) and “Gazprom”JSC, debt
records go wholly for both sides. On the other side,
according to the generalized information on paying
off debt for gas to “Gazprom”OJSC (see Annex 4),
in 1995, consumers on the right bank have been
delivered natural gas totalling only $ 102 million,
and the same year, debts related to consumption
on the right bank, US $72 million were repayed
(although we do not know to which year were
assigned those acquittals for debts). Other debts
from 1995 were related to natural gas consumed in
the region. Thus, at least about 38 million US dollars
of payments made by bonds issued by Moldovan
Government, have been used to settle a non-existent
debt on the right bank - most likely paying for the

debt accumulated in the Transnistrian region.

Similarly, analyzing the structure of debts and
penalties relating to these debts (see Annex 5) it was
detected that for every dollar of debt accumulated
on the right bank was calculated an average penalty
of 1.29 US dollars. On the other hand, for the debt
associated to gas consumption in the Transnistrian
region, the calculated penalty is only 0.70 US dollars
for every dollar of debt accumulated. That happened

POLICY PAPER:

when the right bank consumers payed their bills
regularly and the left bank almost had no acquittals.

All these should be subjected to a specialized control,
following an establishment of correct debt amounts
for both banks. Other aspects of “Moldovagaz”]SC
corporate management and its implications will be

discussed in Chapter 3 of this study.

2.3. Funding separatism under the formula
“debt for gas”
Leaving aside the legal issues surrounding the debt
chain “Tiraspoltransgaz’Ltd - “Moldovagaz’]SC
- “Gazprom”OJSC, from economic point of
view, gas supply without its value recovery is
actually a funding, or, a grant, otherwise called.
Thus, using the contractual scheme described
above, “Gazprom”OJSC financed the separatist
regime in Tiraspol with about US $ 6 billion via
“Moldovagaz”]SC, throughout the existence of
that system by the end of 2016. This funding was
recovered in two forms:
* Direct coverage of social obligations of the self-
proclaimed region authorities.
e Subsidy for consumers in the region - both
households and legal entities, including large

industrial enterprises, energy-intensive.

2.3.1. Transforming ,,debt for gas” into ,,budget
resources” of the separatist authorities

The separatist authorities openly treat “debt for gas”
as a source of financing the budget of the region.
Thus, since 2007, via the Tiraspol leader’ ordinance
a new scheme of paying bills for natural gas was

implemented (see below).

Thus, the money paid by consumers in the
Transnistrian region, according to the rates
established in the region (see Section 2.3.2) does
not reach the account of the company providing
the service, but is transferred to a special account,
directly accessed by the separatist administration

as budgetary account. However, the separatist



Figure 2. Scheme of converting “debt for gas” into separatist government budgetary funds
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(at different times its role is exercised either by
“Tiraspoltransgaz”Ltd or by “Tiraspoltransgaz-
Pridnestrovie’Ltd). Thus, by 01.01.2017, about
US$ 1.26 billion out of the approximately US $ 6
billion “debt for gas consumed in the Transnistrian
region” went straight into the separatist
administration’s “budget”. This figure is greater
than the annual GDP of the region, constituing
35.3% of the total budget of the region along the
10 years of scheme work, namely between 2007-
2016 (see Figure 3). Only in 2009, the separatist
authorities have used over 180 million US dollars
to finance its social obligations, creditting out of
“gas meters”. This amount was for over 55% of the

“region budget” expenses for that year.

Therefore, through the following chain: self-
proclaimed region’s “budget” - the Transnistrian gas
supplier - “Moldovagaz’]SC - “Gazprom”OJSC,
about 1.26 billion US dollars from “debt for gas”
became nothing but direct budgetary subsidy of the
separatist region, or, de facto, separatism funding

Moldovan constitutional authorities jurisdiction

1.26 billion USD

Jurisdiction controlled by the separatist Transnistria

in Moldova from “Gazprom”OJSC, under the
agreementsigned by JSC “Moldovagaz” management

and tacit approval of Chisinau authorities.

2.3.2. “The debt for gas” as a subsidy for
consumers in the separatist region

The other part of the debt related to gas consumption
in the Transnistrian region, about 4.7 billion US
dollars, was acquired in subsidizing the cost of gas
for the region. This amount was made up from the
difference between the natural gas value contracted
by “Tiraspoltransgaz”Ltd from “Moldovagaz” JSC
and accumulated money from consumers, based on
the established rates in the separatist region. Note
that natural gas is provided to consumers from the
Transnistrian region based on rates set by the self-
proclaimed authorities in Tiraspol. By the end of
2012 rates were set by the alleged president of the
Transnistrian region, and in January 2013 these
powers were taken over by the alleged government
established in the region'.

12 http://pravopmr.ru/View.aspx?id=]L.%2bvDrXatqvlxczR2
wrGbw%3d%3d
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Figure 3. Debt dynamics related to "special account" and its share in regional budget expenditures
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Regardless of the entity that established those
tariffs, they always have been heavily subsidized.
For example, in 2014 the price for imported gas
amounted to 370 USD / 1000 m3, and tariffs for
the population were of 50-70 USD / 1000 m3,
depending on consumption®. Currently, tariffs
for natural gas delivered to final consumers are
between 58 and 100 US dollars per 1,000 cubic
meters, depending on consumption'®.

Thus, in early 2007, afferent debt for natural gas
consumption on the left bank, excluding those
divested by “Finance Factoring”Ltd, was about US
$ 600 million (estimated on “Moldovagaz’]SC
published data'). The debt for gas consumed in the
separatist region was already 4.78 billion US dollars
by 10.19.2016 (estimated on reported data of the
14th meeting of Intergovernmental Commission

'3 http://novostipmr.com/ru/news/14-06-30/vitaliy-ulitka-
tarify-na-gazosnabzhenie-teplosnabzhenie-i

' htep://bitly/2IVULoc

5 htep://www.moldovagaz.md/userfiles/file/presa-ubitki.pdf
heep://www.moldovagaz.md/news/ru/2009/may/article45
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on economic cooperation between Moldova and the
Russian Federation'®). Therefore, the debt for gas
consumed by the left bank increased by about 4.18
billion US dollars in less than 10 years, including
the amount ,.borrowed” by the separatist authorities
by ,special account” of 1.26 billion US dollars.
Assuming that the available balance of the so-called
»special account” is insignificant compared to the
mentioned amounts, we estimate that, on average,
applied rates along 2007-2016 on the left bank,
covered only about 30% of the cost of gas.

2.4. Russian investors - the main

beneficiaries of subsidized prices

As explained in section 2.3.2, even since the 90s of
last century, consumers in the Transnistrian region
benefited of heavily subsidized natural gas prices.
Analyzing more specifically who were the main
beneficiaries of that situation, we conclude that they
were the big industrial enterprises in the region. In

" hetp://mec.gov.md/sites/default/files/protokol rm-
if 29.11.16.pdf, pag.8
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Figure 4. Partial recovery of the value of natural gas by Russian investors
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this section we intend to analyze the situation in
two of these companies: OJSC”Moldoveneasca”
from Dnestrovsk and Moldovan Metallurgical
Plant (MMZ) from Rybnita.

These companies have several characteristics in
common:

- Are energy intensive, ie consumption of
energy, either directly as a gas or in the form
of electricity;

- Most of the production of such enterprises
is sold outside the Transnistrian region,
including within Moldova;

- A long time were controlled by Russian
capital, one of which is still controlled by

Russian investors.

Note that there are more enterprises with
relatively high consumption of energy in
Transnistrian region, eg textile factory “Tirotex”,
cement plant in Rybnitsa, and others, but their

consumption is much lower compared to the two

giants mentioned. Benefiting of natural gas at
subsidized costs, these companies were essentially
competitive compared to competitors in the
region, but they were selling their production
at market prices, including export, cashing hard
currency. The alleged ex-President of the Region,
E.Sevciuk, stated that even after tariffs increase in
2013, prices for natural gas for companies in the
region were two times lower compared to the rates
in Ukraine or Moldova'.

Such subsidies, which were obtained by these
companies via Russian gas, were converted into real
income, including hard currency from the sale of
companies  production (see Figure 4). Also, note
that banks in the Transnistrian region do not have
foreign currency accounts corresponding to foreign
banks, thus, currency earnings from exports of goods

are carried out by the Moldovan banking system.

7 http://president.gospmr.ru/ru/news/press-konferenciya-

prezidenta-pridnestrovya-evgeniya-shevchuka
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Table 1. The cost of natural gas consumed by OJSC”Moldoveneasca” in 2012-2015

Indicator 2012
Produced power, mln kWh 4375,0
Gas Share total raw material, % 98,98%
Gas used (estimates), mln m3. 1312,2

Average price, USD/1000 m3 388
The total cost of gas, mIn USD 518,9

2013 2014 2015 Total
3 044,5 3893,0 4610,4 15 922,8
76,12% 99,67% 99,77% -
702,3 1175,8 1393,9 4584,2
370 368 243 -
265,2 445,3 341,2 1570,7

More detailed reference to each of the mentioned

companies see below.

2.4.1. Thermoelectric plant "Moldoveneasci”

As described in Chapter 1, OJSC”Moldoveneascd”
is 100% owned by Inter RAO UES Russian
Holding. The Central is the main gas consumer on
the left bank, using it as a basic source for electricity
production. According to information published
by the alleged government of the Transnistrian
region'®, starting with 2006 and by mid 2016,
OJSC”Moldoveneascd” has paid between 28% (in
January-March 2012) to 68% (from January to
June 2016) out of the gas cost.

According  to  information  published by
OJSC”Moldoveneasci”, 15922,8 million kWh of
electricity was produced during 2012-2015 (see
Table 1). Taking as a basis the estimated average fuel
consumption of 0.3 cubic meters of natural gas to
produce 1 kWh of electricity”, and also, the fact that,
in 2013, the Central functioned based on coal partially,
we see that in just four years the Central consumed
almost 4.6 billion cubic meters of natural gas.

As a result, the cost for gas wused by
OJSC,Moldoveneasci” is approaching USD
1.6 billion, only during 2012-2015, thereby
increasing “Moldovagaz”]SC debt to the Gazprom
Holding . Having limited availability of data on

'8 http://gov-pmr.org/item/7269

Yhetp://anre.md/ro/content/anre-face-unele-
preciz%C4%83ri-cu-privire-la-pre% C5%A3ul-
de-achizi%C5%A3ie-energiei-electrice-importate
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volumes of electricity and fuel used, we could
OJSC,Moldoveneascd”
to debt accumulation for gas only within 2010-

estimate contribution
2015. In these six years the Central consumed
about 7.2 billion cubic meters of natural gas,
leading to increasing debt of “Moldovagaz”JSC to
“Gazprom”O]JSC with 2.36 billion US dollars.

However, based on financial reports of
RAO UES” in 2008-2015, just via
OJSC,Moldoveneasci”, the Russian investors have
reached a profit of 291.8 million US dollars*. Note
thatin 2007-2009 OJSC,Moldoveneasci” exported

electricity to Romania via an interposed company?'.

“Inter

The consumed natural gas to produce this energy
hadn’t been paid either, contributing, on the one
hand, to finance the separatist authorities, and
on the other hand - increasing “Moldovagaz”]SC
debt to “Gazprom”OJSC. However, its export
could not be achieved without being facilitated by
Chisindu authorities (origin confirmation, customs
procedures, banking intermediation of foreign

currency earnings, etc.).

2.4.2. Moldovan Metallurgical Plant in Rybnitsa
Similarly, in case of Moldovan Metallurgical Plant
(MMP), alleged Transnistrian authorities have set
subsidized prices, sometimes even making use of

secretized decisions in this regard. Thus, under

? Estimat in baza rapoartelor anuale ale “Inter RAO UES”,
reiesind din cuantumul costurilor fixe anuale de 33,1 mili-
oane dolari SUA, calculate in baza raportului financiar al
C.T.E”Moldoveneascd” pentru 9 luni ale anului 2014.

! heep://www.mgres.com/index.php?year=2007#20070717
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Table 2. Moldavian Metallurgical Plant Exports in 2007-2015

Years

Export MMP, mln USD = 474,4 573,5 208,2

the alleged region government’ provision no.580p
of July 5%, 2013, (see Appendix 6), the price of
natural gas supplied to MMP was set at 42 US
dollars per 1,000 cubic meters, or just 11.5% of the
real cost, which was 364 US dollars per 1,000 cubic
meters at that time. Even more than that, MMP
was exempted from paying even this ridiculous
price under that provision. Note that, in 2005-
2015 the Plant was part of the Russian holding
“Metalloinvest”, controlled by businessman Alisher

Usmanov, as described in Chapter 1.

Moldovan Plant

published the volumes of the manufactured
during 2000-2016%.

absence of data on energy and natural gas

Metallurgical in  Rybnitsa

products However, in
volumes that MMP consumed for production,
we could not estimate the contribution of this
factory to “Moldovagaz”]SC debt accumulation
to “Gazprom”OJSC. Instead, according to data
released by the so-called region central bank in
2007-2015, the plant had sales of more than USD
2.3 billion? (see Table 2).

However, comparing the production volumes
produced every year with sales volume, we found
that average sales prices were significantly lower than
market prices. For example, MMP sales recorded in
2009 were US 208.2 million US dollars, while the
market value of goods produced in that year was 366.9
million US dollars, by a margin of 76%. Analog, Plant
sales in 2015 were 130.4 million $ US and the value
of production at market prices was 246.3 million $
US, representing a margin of 89%. The weighted

22

http://www.aommz.com/pls/web/web.main.show?main
id=10&m id=13
 Sursa: publicatia periodici ,,Vestnik” a pretinsei binci cen-
trale din stAnga Nistrului. Nota: aceastd statisticd reflectd
doar volumul vAnzirilor in afara autoproclamatei rmn.

2007 2008 2009 2010 2011
146,4 226,5 230,0

2012 2013 2014 2015 Total
114,6 227,9 1304 2331,9

average margin thus calculated for the period 2009-
2015 was 65%. We assume that this margin is
explained by the fact that MMP sold its production
via some affiliated traders to “Metalloinvest” group,
where the group left most of the profits. Based on this
assumption, and applying market prices in Ukraine**
on annual production volumes produced by the
plant, we estimated that during 2007-2015, MMP’
production profit accumulated to traders, was over

1.5 billion US dollars.

For the reasons described above, we estimate that
the Russian business, which controlled OJSC
»Moldoveneasca” and Moldovan Metallurgical
Plant, has earned profits of about 1.8 billion US
dollars, only in the period 2007-2015, based
on subsidized tariffs, while the cost of natural
gas consumed in the production process was
being accumulated as “Moldovagaz’JSC debt to
“Gazprom” Holding.

2.4.3. Hypothesis unravelling the “mystery” of
debts leased by “Finans Factoring”Ltd

On 01.12.2005
assignment agreement no. 8EE-2005, by which,
transfers the debt of about 1.2 billion US dollars in
favor of “Finans Factoring”Ltd. And here we could

“Gazprom”OJSC  signed an

mention the following:

- “Finans Factoring”Ltd is being controlled by
“Gazprom”O]JSC via its daughter-company -
“Gazprom InvestHolding””.

- When founding “Finans Factoring’Ltd,
Alisher Usmanov, who also controls the
Russian Holding “Metalloinvest™, was

general director of “Gazprom InvestHolding”.

% www.metalika.ua

business/articles/2014/10/16/
alisher-usmanov-osvobozhden- ot-dolzhnosti

hetp://www.metalloinvest.com/en/about/governance/founder/

» htep://www.vedomosti.ru/
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Figure 5. Hypothesis on the role of Ltd Finans Factoring” in settlement of debis reglated to natural gas consumed

in the Transnistrian region
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- During 2005-2014, “Metalloinvest” Holding,
controlled by Alisher Usmanov, owned the
majority stake (in 2013-2014 even total control)
of the Moldavian Metallurgical Plant, situated
on the left bank (see references in Chapter 1).

Thus, “Gazprom”OJSC, a Russian corporation,
credited MMP activity through gas delivered free
of charge, and “Metalloinvest”, another Russian
Holding, benefiting from that subsidy, apparently
has received tremendous profits. In this context, we
assume that the transaction on bond divestiture is
nothing but “Gazprom”OJSC recovery of the value
of natural gas supplied to the Transnistrian region
from the “Metalloinvest” Holding. In other words,
we assume that only in 2007-2015, the Russian
Holding “Metalloinvest” via MMP, performed a
profit of at least 1.5 billion US dollars, and in the
meantime, has paid to “Gazprom”OJSC the whole
value of divested debt, about 1.2 billion USD¥,

¥ http://www.gazprom.ru/f/posts/91/747099/financi-

al report rus 2005.pdf, la pagina 39 se mentioneazd
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while  “Moldovagaz”’]SC  remained indebted
with about 1.2 billion US dollars to “Finans

Factoring”Ltd (see Figure 5).

And to confirm this hypothesis, immediately after
Mr Alisher Usmanov’ left “Gazprom Investholding”
management (October 2014), through which
“Gazprom”OJSC  was
Factoring”Ltd, the Russian Holding “Metalloinvest”
has passed all MMP shares to the alleged Transnistrian
authorities (January 2015) **. Thus, changes in MMP

ownership structure, namely, the participation of the

controlling  “Finans

Russian holding “Metalloinvest” is synchronized in
time with the foundation of “Finans Factoring”Ltd
and Mr. Alisher Usmanov’s participation in the

company management.

ci S.R.L.Factoring-Finans” a achitat integral valoarea
creantelor cesionate.

2 http://newsmaker.md/rus/novosti/paket-aktsiy-mol-

davskogo-metallurgicheskogo-zavoda-pereshel-v-sobst-
vennost-pridnes-8093
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3. The key issue - corporate management
of enterprises in gas branch

Both, the debt problem related to gas consumption
in the Transnistrian region, but mostly the debts on
the right bank, and a number of other problems of
the gas branch, all due to unsatisfactory corporate
management of companies activating in this sector.
The study “The gas industry in Moldova: burden
of ignorance and cost of errors”, published in
2007%, draws attention to the serious problems
in this respect, such as debt accumulation in 1994
by accepting some draconian contractual terms
and failure to pay for gas to the Russian Holding
“Gazprom”. Thus, under the contract 0f 09.12.1993
No.1-Gaz, the management of “Moldova-gaz” State
Holding accepted price doubling for natural gas
purchase for 1994 by US $38.5 - US $ 80 per 1000
m?, if that year, “Gazprom”OJSC delivered gas to
the European Union at an average price of about US
$72.8 and to CIS countries - by 50.5 US*® dollars.
Also, the obligation to pay in advance (5 days) for gas

volumes scheduled to be consumed was accepted.

In addition, an increase of penalties’ quantum was
accepted, for up to 0.35% for each day of payment
delay, or 127.75% annually, in foreign currency’’.
Moreover, in 1994, just a ridiculous amount of
458.0 thousand US dollars was paid out of the
checking account (See Appendix 4), which was only
0.19% of the total amount of gas billed that year,
amounting 238.9 million US $. For comparison,
based on the balance of debt for natural gas on
01.01.1994, during the years 1991-93, 95% of

natural gas has been paid. Cumulatively, these

2 Studiu IDIS Viitorul: “Industria gazului in RM: Povara
ignorantei si costul erorilor”, Chisiniu, 2007.

30 http://www.rus-stat.ru/stat/ 1931998 6.pdf, pag.7.

31 In the next years the percentage of penalties retrieved to
standard amount of 0.02% per day, or 7.3% annually.

“management errors” led to a debt accumulation of
US $ 191 million in a single year, adding US $ 99.9
million of calculated penalties (see Appendix 5).
And this very debt, formed mostly artificialy, was
later converted into “Gazprom”ownership share
- “Gazsnabtranzit’CJSC, and the transmission
pipelines were included on its balance sheet. Some
of these “managing approaches” were kept on the
following years. Thus, only 5.7% of “Gazprom”
billed amount for natural gas supplied to Moldova
in 1994-1999 were paid by transfer (37.8 out of
665.5 million US $ - see Appendix 4).

In addition, as explained in section 2.2, evidence of
accumulation and repayment of gas debts, gathered
on both sides of the river, raises many questions, and
possible “errors” would cost hundreds of millions of
US dollars - all with the approval of the corporate

management and supervision bodies.

Also, about the corporate management quality
ANRE at

reveal

speaks the inspection made by
Lid, to
irregularities in the procurement of goods, leading

"Moldovatransgaz” serious
to swelling of the purchased goods’ value with over
240 million lei. Here, ANRE issued four inspection
reports, approved and published four decisions™,
stating that some of these funds were diverted to
intermediaries registered offshore. Although the
mentioned inspection reports were also consigned
to the Government and the Ministry of Economy,
who manage the state share in “Moldovagaz”]SC,
they did not take any action in relation to the

management of the companies concerned.

32 ANRE decisions no. 461 of 27.03.2012, no. 479 of
06.07.2012, no. 484 of 13.09.2012 and no. 489 of
08.11.2012
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In pofida faptului ci rapoartele de control
mentionate au fost expediate inclusiv Guvernului
si Ministerului Economiei, care administreazd
cota statului in S.A.”Moldovagaz”, acestia nu au
luat careva masuri in raport cu managementul

intreprinderilor vizate.

The range of expenses made by “Moldovagaz’]SC
and its daughter-companies, but uncovered by the
tariff, may continue - to which refers, inter alia:

- overnormative loss of natural gas from
distribution networks, some of which due to
unbilling the entire volume of natural gas of
some consumers, made by employees of the
responsible companies®.

- contracting legal services from offshore
companies, where the fee covers the costs

of running their own legal services at these

enterprises;
- construction of building in view of a new
office; etc.
Admitting  these  unjustified  expenditures,

“Moldovagaz”]SC management has hijacked some
of the funds collected from consumers instead of
paying for natural gas to the Russian Supplier,
thus contributing to unjustified increase of debt
for gas to “Gazprom”OJSC. It’s the irresponsible
corporate management who brought the company
in a negative equity position with -284 mln lei
by 31.12.2014* (last time when the company
has published its balance sheet situation). This is
despite the fact that, after assets’ reevaluation in
2008, “Moldovagaz’OJSC equity increased by
3.34 billion lei, reaching 4.66 billion lei* at the end
of the year. A relatively small portion of that is due
to exclusion of negative financial deviations in the
approved tariffs for 2015-2016. Most of that was

a result of currency depreciation during December

3 hetp://www.zdg.md/editia-print/investigatii/ruleta-de-mi-

lioane-de-la-moldova-gaz

3 http://www.moldovagaz.md/userfiles/file/darea de sea-

ma 2014.pdf

3 http://www.moldovagaz.md/userfiles/file/darea de sea-

ma 2008.pdf
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2014 - February 2015, and the forced hold of
the so-called ,Furdui amendment” in August
2014-November 2015. ANRE has not announced
the amount of financial deviation acceptable with
tariff purposes, but we estimate that does not exceed
one billion lei, or about 50 million US dollars at
current exchange rate. Once included in tariffs,
the company could recover this amount. But even
considering inclusion in tariffs of negative financial
deviations, of just six years, “Moldovagaz”]SC has
lost almost 4 billion lei of equity value, maintaining
debts accumulation to “Gazprom”OJSC, even for
natural gas supply to the right bank.

It is also unacceptable to transfer the financial
burden caused by poor corporate management on
consumers’ back. In addition to what they already
paid, consumers only have to pay for the equivalent
value of services they realy used and havent
been fully charged, because of Moldova public
institutions’ decisions. According to our estimates,
only about 150-200 million dollars could be
currently legitimately left on for consumers from
the right bank, including:

- about 50 million US dollars,

deviations which are to be included in

financial

the tariffs for natural gas complying with

methodologies in force (see above);

- about 100-150 million US dollars for partial
coverage of Chisinau thermoelectric sector’
debts. Part of these debts come from 2001-
2009, when “Termocom”]SC rates were
established by the Municipal Council by
political ground, ignoring methodology
provisions approved by ANRE. The other
part is because after “Termoelectrica”]SC
foundation via merging CET-2, CET-1
and acquisition of “Termocom” assets, the
negative financial deviations related to those

companies have not been included in tariffs.

The other part of debts for gas consumed on the
right bank (over 300 million US dollars), should


http://www.zdg.md/editia-print/investigatii/ruleta-de-milioane-de-la-moldova-gaz
http://www.zdg.md/editia-print/investigatii/ruleta-de-milioane-de-la-moldova-gaz
http://www.moldovagaz.md/userfiles/file/darea_de_seama_2014.pdf
http://www.moldovagaz.md/userfiles/file/darea_de_seama_2014.pdf
http://www.moldovagaz.md/userfiles/file/darea_de_seama_2008.pdf
http://www.moldovagaz.md/userfiles/file/darea_de_seama_2008.pdf

be assumed by the shareholders who have tolerated
such a management, including “Gazprom”OJSC
as a major shareholder, when, in 2005, Tiraspol

administration passed its administrative shares in

“Moldovagaz”]SC*.

Another aspect that characterizes the quality
while

“Tiraspoltransgaz”Ltd is one of “Moldovagaz”] SC¥

of corporate governance is that
daughter-companies, there was no such legal person
in the electronic version of the state register of legal
persons. That could explain that “Moldovagaz”]SC
has never registered any company-daughter in
any recognized legal area. And then, who does
“Moldovagaz”]SC sign gas supply contracts with?
What legal value do these contracts have? What is
the status of “Tiraspoltransgaz’Ltd’ registered debt
against “Moldovagaz”]JSC? Note that the financial

3 heep://www.moldovagaz.md/menu/ru/about-company/

mg-today

37 hetp://www.moldovagaz.md/menus/ru/subordinate-com-

panies

reports, published by “Moldovagaz”]SC, do not
reflect its relations with “Tiraspoltransgaz”Ltd.
Thus, on the one hand, “Gazprom”OJSC financial
statements reflect relations with “Moldovagaz”]SC
including those related to Transnistrian region;
on the other hand, representatives of the Russian
Holding in administration and
bodies of “Moldovagaz”]SC

company’s reports without reflecting relations

supervisory

approve the

with “Tiraspoltransgaz”JSC. The role of state
representatives in administration and supervision
bodies of “Moldovagaz”]SC must also be viewed
critically. Recall that, inaccordancewith the Statute,
the Chairman of the Board of “Moldovagaz”]SC
is proposed by Moldovan Government. Similarly,
the Moldovan Government delegates 2 people
for the Supervisory Board and two of the three
members for the company Auditing committee.
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4. OJSC “Gazprom” agenda in Moldova -
more political than economic

By strict economic view over relations between
“Gazprom”OJSC and “Moldovagaz”]SC and taking
the official financial statements as a basis, could be
stated that the outcome of these relations is strongly
negative for the Russian Holding. Even if we look
at the flow of funds from the perspective of Russian
capital as a whole, it would show a deficit of about
4.7 billion US by the end of 2016, which consist
of 6.5 billion* (including 1.2 billion transferred
to “Factoring Finans’Ltd) in accounts receivable,
minus about 1.8 billion profits recovered by the
Russian business via the Transnistrian region (see
sections 2.4.1 and 2.4.2).

of debts held by
“Gazprom”OJSC through real assets is quite low.

However, the coverage
Thus, “Gazprom”OJSC accounts receivable from
“Moldovagaz”]SC can be converted either in money or
recovered via shares using the following instruments:

- Full value recovery of outstanding claims
relating to gas consumption on the right
bank - about 500 million US dollars®.
As explained in Chapter 3, we believe
that out of the debt related to natural gas
consumption on the right bank, maximum
US $ 200 million could be legitimately
layed on consumers, the other 300 million
should be assumed by shareholders, most of
all including “Gazprom”OJSC. However,
to show that “Gazprom”OJSC pursues in
Moldova purposes other than economic,

well perform calculations based on the

38

http://mec.gov.md/ro/content/ministerul-economiei-ras-

puns-la-adresarea-4000-de-cetateni-legatura-cu-datoriile, si

http://mec.gov.md/sites/default/files/document/scanned-

image-11.pdf
¥ htep://mec.gov.md/sites/default/files/protokol rm-

rf 29.11.16.pdf
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scenario that all 500 million US dollars could
be monetized by the Russian Holding.

- Full acquisition of “Moldovagaz”]SC assets,
including debts against Chisinau heating
system. By the end of 2014 (company’s last
e-publishing of balance situation), the total
value of company assets amounted almost
11.3 billion lei*’, including over 4.7 billion lei
- long-term financial investments in related
parties, which reflected the shares that the
company holds via its daughter-companies
and nearly 3.2 billion lei - trade receivables,
including those of the thermo-electric sector
in Chisinau. Therefore, even taking over all
“Moldovagaz’]SC assets as debts, would
mean a recovery of about 560 million US

“Gazprom”QJSC  already

controls about more than 64% of shares of

JSC “Moldovagaz”, who holds these shares.

dollars, while

- Full acquisition of pipeline networks, which
currently are not on “Moldovagaz’]SC
affiliated enterprises’ balance. It’s about the
networks mainly built within the so-called
“national gasification program”, both fom
public money and money of consumers.
About the undefined status of such networks,
as well as solutions to be brought back into
economic cycle, IDIS “Viitorul” wrote in
2008. We believe that the best way would
have been for these pipelines to be paid into
“Moldovagaz”]SC share capital. In this case,

“ http://www.moldovagaz.md/userfiles/file/darea de sea-
ma 2014.pdf. The information presented does not reflect
any commercial relations with suppliers in Transnistria nor
any full debt amount to "Gazprom".
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Figure 6. “Gazprom”OJSC repayment to JSC “Moldovagaz”

Maximum
Incomes

Taking over gas distri

are not owned by subsidiarjes of
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:~0,3 miliarde

Taking over 3| assets of
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related to the right bank: "O,g mil'gl::ise

to maintain its 50% of share in this company,
“Gazprom”OJSC  would have to reduce
the amount of debts related to natural gas
consumption on the right bank to the amount
equivalent to the patrimonial contribution.
Both “Gazprom”OJSCand those who financed
the construction of such pipelines (including
the Government, local public authorities
and individuals) would be compensated by
shares of the company issued for this purpose.
According to estimates made in the study
above, investments in the construction of
these pipelines was about 3.6 billion lei, which
amount about 300 million US dollars at the
time. Even if we admit that the respective
value remained the same (although its present
value is significantly lower), its acquisition
would mean “Gazprom”OJSC woul recover
another 300 million US dollars.

Thus, only 21% (1.36 out of 6.5 billion US dollars,
see Figure 6) of debts held by “Gazprom”OJSC
against “Moldovagaz”]SC are covered with real assets,

while 5.1 billion US dollars remain uncovered.

bution grids that

Costs

Natural gas supplied
~6,5 miliarde

Even if we think in terms of Russian business as a
whole, considering those at least about US § 1.8
billion recovered via other Russian companies,
this would mean that only 3.2 billion US dollars
(less than 50% ) in liabilities related to gas supply
to Moldova, were recovered or are realistically
recoverable. Other 3.3 billion US dollars actually
have no economic coverage. Thus, while increasing
the amount of debt to the level of 3.2 billion US
dollars could have economic explanation, the
continued accumulation of debt well above this

level should be based on a different motivation.

The study “Energy Game: Ukraine, Moldova
and Belarus between U.E. and Russia” refers to
Vladimir Putin, the Russian President’s following
statement:”” Gazprom”OJSC is a powerful tool to
exercise political and economic influence in the
world”#!. Whereas most of the so-called “debt for
gas” (nearly 6 billion USD) is actually a subsidy
for the economy of the Transnistrian region, we

believe that in this case the Russian Holding has

1 hetp://rusk.ru/st.php?idar=100103 — reference to that sta-
tement in Russian.
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been used as a financing tool of the Russian agenda
in Moldova. This agenda can be formulated as
follows: keeping Moldova under the influence of the
Russian Federation by perpetuating the Transnistrian
conflict and securing the role of Russia as a mediator
in resolving the conflict. The former Chairman of the
Supreme Soviet of the Russian Federation during
1991-1993, Ruslan Hasbulatov, openly said that,
when it was clear that Moldova was going to leave
the space of influence of the Russian Federation,
an administrative-territorial enclave [Transnistrian]
was created. He was also quoted in the European
Court for Human Rights’ Decision, the case of
Ilascu and others, against Moldova and the Russian
Federation”. The alleged region’ fortification,
including economically, is the logic explanation,
and “Gazprom”OJSC has been used as a financing

instrument of that agenda.

2 http://hudoc.echr.coe.int/webservices/content/pdf/001-
61886, pag.35, Chapter III C. Economic, political and

other notes between Russian Federation and Transnistria
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As explained above, the subsidy offered by
“Gazprom”OJSC  via  “Moldovagaz’]SC  to
the Transnistrian region was converted into
resources for financing the regional budget as
well as subsidies for consumers in the region. In
addition to those described above, through these
grants, the Russian Federation has managed to
create the illusion of lower costs of living for the
population of the Transnistrian region, compared
to those living on the territory controlled by the
Without
these grants, the self-proclaimed region proved

Moldovan constitutional authorities.
absolutely economically unsustainable: during
2006-2014, accumulated debt for gas consumed in
the Transnistrian region reached nearly 4.1 billion
US dollars*?, which accounted for over 48% of the
region’s GDP for the same period (less than 8.5
billion US dollars).

# http://mec.gov.md/sites/default/files/document/scanned-

image-11.pdf
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5. “The debt for gas” as a tool to corrupt
Moldovan elites and perpetuate

the Transnistrian conflict

Most of the schemes described in previous chapters
could not be implemented without the, sometimes,
explicit contribution of Chisinau authorities at
the highest political level. So we have reasonable
grounds to assume that some of the resources,
derived from economic schemes implemented by
the Russian Federation regarding the Transnistrian
region, were used to bribe decision makers in
Chisinau. Contractual scheme itself, from which
derived most of the problems described (see
Chapter 2), was accepted by Moldovan authorities
in the early 90s and is tolerated till now, despite the
fact that in 1994 we already had eight very different
configurations in the Parliament. Moreover,
indicators of continuing this practice exist so far,
despite the fact that, since 2009, political elites
in Chisinau declared European vector as priority
No.1. Below are some episodes that are virtually
impossible to explain except by the fact that
decision makers in Chisinau, at the highest political
level, were corrupt to act to the detriment of their
own people and to serve the strategic agenda of the

Russian Federation in our country.

5.1. Contempt of Moldova interests to the
Jfoundation of “Gazsnabtranzit”CJSC

In 1995, “Gazsnabtranzit”foundation, Moldovan
Government admitted underestimating
"Moldovatransgaz’REMG heritage (Republican
enterprise, entirely in public ownership), which
was later submitted as a contribution to the
foundation of Moldovan-Russian Joint Venture
“Gazsnabtranzit”. As already described in the study
“The gas industry in Moldova: burden of ignorance

and the cost of errors™, published by IDIS
“Viitorul” in 2007, both the assessment heritage
and “Gazsnabtranzit”CJSC foundation were made

multiple legislation violations, namely:

- "Moldovatransgaz”’REMG ignored (did not
execute) the Government Decision no.118
of 03/05/1993 on revaluation of fixed assets
and adjusting the further privatization of
state property™®.

- Similarly, "Moldovatransgaz”’REMG did not
execute Government Decision nr.287 from
05.13.1994 on regulation and speeding up
the privatization of state property either®.

- On September 20*, 1994, the Management
of Energy Department, Energy Resources and
Fuel as well as of "Moldovatransgaz”REMG
have exceeded its powers by signing the
Agreement on foundation of a Russian-
Moldovan Joint Venture (future CJSC
“Gazsnabtranzit”). By that time, only the
Ministry of Privatization and State Property
Administration was authorized to alienate
state property but it never provided any
powers to the signatories of the Agreement
mentioned above. Moreover, according

to that agreement, besides “Gazprom”,

as partner of the administration of

# Studiul “Industria gazului in Republica Moldova: povara

ignorantei si costul erorilor”, IDIS "Viitorul”, 2007

® http://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=298027

4 htep://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=296064
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"Moldovatransgaz”’REMG  to  the

enterprise, figured the municipal enterprise

new

“Tiraspoltransgaz”, unregistered in Moldova
or any other legal area internationally

recognized.

- The Government Decision no. 302 of
12.05.1995, regarding the Moldovan-Russian
Closed Joint Venture “Gazsnabtranzit”™,
was approved under an agreement signed by
people who did not have such empowerment.
Moreover, whereas neither the Finance

Ministry nor the Ministry of Privatization and

State Property Administration agreed with

the assessment of Moldova’s patrimony to be

included in the new joint venture’s equity,
the Government issued a Resolution witn no
countersignature of these institutions, which

was another violation of law.

Thus, policy makers, up to the Prime Minister,
acted in the interest of the Russian Holding
“Gazprom”OJSC, defying both the Moldovan
legislation and strategic interests of the state.
“Gazprom”OJSC

gained control system of the main gas pipes system

Following these violations,
in Moldova, which was hitherto into public

ownership.

5.2. Unpublished Government Decision on
State bonds issued in 1997

We have already mentioned in Chapter 2.2
about the issued State bonds worth US $ 140
million, in 1997, to partially settle the debt
for gas against “Gazprom”OJSC. We meant
that, out of at least 38 million US dollars of the
value of bonds issued, it is not clear, what exact
debt has been extinguished by the enterprises’
accounting in charge (“Moldovagaz”JSC Holding
and “Gazsnabtranzit”CJSC). We will discuss
below how these bonds were issued. Thus, on

7 http://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=300900
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12.26.1996, the Moldovan Parliament adopted
the Decision nr.1062, ratifying the agreement
between the Government and OJSC”Gazprom” on
regulatory principles for debt for gas*. Based on
this Parliament Decision, the Government adopted
Decision 275 of 21.03.1997 regarding the issue
of bonds of external state loan, worth 140 million
US dollars. This government decision was not
published, therefore could not take any legal effect.
Even today, this decision appears as been published
on 04.10.1997 in “Monitorul Oficial” no. 000 in
the state registry of legal acts published in electronic
form (see http://lex.justice.md). However, there
was no published edition in “ Monitorul Oficial “
with such number that date.

Moreover, despite the fact that at that time, the
natural gas supply contracts had been signed already
between the economical agents, even the title of the
Parliament Decision mentioned above (no.1062
from 12.26.1996) uses the term “Moldova’s debt”,
a persisting confusion in Chisinau politicians’

statements till now.

5.3. Irregularities to the foundation of
“Moldovagaz’J]SC (1998-2001)

Similar to cases described above, deviations from
legal norms and prejudicing the public interest
happened at the foundation of JSC “Molovagaz” in
1998. Some of those issues were already described
in the study published by IDIS “Viitorul” in 2007,
like:

- According to the minutes of negotiations
between Moldovan Deputy Prime Minister
and Vice-President of OJSC “Gazprom”, in
October 1997, there was a decision of the
foundation of a Moldovan-Russian Joint
Venture with the participation of OJSC
“Gazprom”, the Ministry of Privatization

and State Property Administration of

 http://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=307236
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Moldova and the so-called ,Transnistrian
Property Coordination Committee”. Thus,
authorithies officially unrecognized by the
Republic of Moldova, were admitted as
shareholders of the future joint venture.
- Subsequently, on the basis of those
negotiations, the Parliament adopted
Decision no.1556 of 04.02.1998 on the
reorganization and privatization of gas
complex in Moldova, and, based on it, the
Government approved Decision 1no.1068
of 21.10.1998 on

privatization of gas complex in Moldova.

reorganization and

According to p.3 of that Government
Decision®’, the value of the share capital

of the

“Moldovagaz”) was established under the so-

newly created company (JSC
called preliminary assessment performed on
07/01/1997. However, the same paragraph
states that, during 1999, the Department
of privatization and management of state
property of the Ministry of Economy and
Reforms would recalculate assets of the gas
complex of the Republic of Moldova through
an international audit organization, via a
mutually agreed method in case of further
rectification of the share capital, as well as of
debts for gas consumption. This provision
has remained unenforced, quotas of property
and debts for gas being settled based on
a preliminary assessment, carried out by
unskilled persons withoutany methodological
basis agreed by the parties. In 2008, JSC
“Moldovagaz” performed the revaluation of
assets, but its results were reflected only to
the secondary assets of JSC “Moldovagaz”.
So far, they have not been considered to
rectify any capital or its fractional shares, nor
its debts for gas consumption, as required by
Government Decision n0.1068 / 1998.

¥ htep://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=297405

In addition to those set forth in the mentioned
study, Moldova’s interests were also prejudiced by
admitting an almost three years of delay for OJSC
“Gazprom” to pay its contribution to the capital of
JSC”’Moldovagaz” (see Chapter 2.2.). Meanwhile,
besides the fact that “Moldovagaz’JSC debt
against “Gazprom”OJSC remained active, related
to unpaid share, penalties relating to this debt
were also calculated. Moreover, it is still not clear
which debt was extinguished in JSC”Moldovagaz”
accounting as result of this transaction - again, it
could be related to debts for gas consumption in

the region of Transnistria.

Moreover, the Government Decision no.1068
of 21.10.1998 is directly targeting at JSC
“Moldovagaz”’foundation, the Government

admits an unforgivable formulation both
politically and legally. Thus, p.4 of that decision,
which sets out “... Moldova’ contribution to
the capital of the newly founded company ...”
only mentions the Government patrimonial
contribution, as if the left bank properties are
not part of Moldova contribution, even being
represented by entities uncontrolled by the

Constitutional Government.

5.4. Parliament Decision ‘forgotten”
(a.2000)

On July 31%, 2000, the Parliamentadopted Decision
n0.1212 on some measures to improve the situation
in the electricity sector and the supply of natural
gas®’. Starting with Article 1, the Decision is full of
heavy formulations such as: “mass embezzlement in
the electricity sector and delivery of natural gas”,
“economic crimes”, etc. Similarly, this decision
addresses a large part of the problems elucidated
both in this study and in the study published by
IDIS “Viitorul” in 2007, including:

- Underestimating  the  state

property

privatization process;

%0 htep://lex.justice.md/index.php?action=view&view=doc&l
ang=1&id=307579
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- Records of imported gas debt and penalties
calculation for overdue payment;

- Thedelay in paying up OJSC “Gazprom”’share
to JSC “Modovagaz”.

Furthermore, the Parliament has also approached
the delicate issue of “mutual payments”, used as a
tool to settle the debt for gas consumed, and also
the fundamental topic of energy security. The
only important issue that remains unclear in the
Parliament Decision was the contractual scheme
described in Chapter 2, which has raised most of
the questions.

By the up-mentioned Decision, the Parliament
has obliged both the Financial Control and Audit
Department of the Ministry of Finance and
the Court of Auditors to undertake a number
of revisions and controls over enterprises and
institutions responsible for the energy sector,
including the field of natural gas supply. The results
of these checks should have been communicated
to the Prosecution, which in turn would inform
the Parliament monthly about the review of those
materials. Within six months after Parliament
Decision coming into force, the Prosecution
would present final information of the presence
or absence of crime components on each case of
those materials, and in case of absence of corpus
delicti - information about starting civil procedures

to compensate damage caused to the state.

The very fact that the Parliament approved such
a Decision means that the sector’s problems were
known at the highest political level. Also, harsh
formulations used and the mandatory nature of the
measures to be taken by state institutions, suggest
that policy makers were aware of the seriousness
and urgency of the problems addressed. However,
analyzing the real impact of this supreme expression
of political will, we find that only a small part of the
raised issues were really settled, like:

- Mutual payments practice was stopped,

as nontransparent instrument of payment
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for natural gas supplied to the Russian
Federation;

- Measures have been undertaken, after which
OJSC “Gazprom” has paid its contribution
to JSC’Moldovagaz” equity in about one
year after the approval of that Parliament

Decision, with a delay of almost three years.

The problem of metering consumption of natural
gas delivered to the right bank remained unsolved
until 2008, when construction of the metering
station in Causeni was completed, and its solution
is not directly related to the above mentioned
Parliament Decision. Other issues addressed by the
Parliament in such a determined initial manner,
were “forgotten” both by the responsible public
bodies and the lawmaker as well. Thus, despite
Parliament’s Decision, fundamental issues remain
unsolved so far:
- Providing alternative sources to import
natural gas to Moldova, discussed in Article
1 of the Decision;
- Underestimating State ownership
privatization process, as discussed in Article

1 of the Decision.

Similarly, contractual scheme remained untouched,
as described in Chapter 2 of this study, which
actually resulted in bringing the problem of debts
accumulated in the Transnistrian region under
Moldovass jurisdiction and transferring related risks
onto the energy sector assets on the the right bank

of the Dniester river.

Most of the unresolved issues were included in
the report of the Court of Auditors following a
verification of JSC “Moldovagaz”, as indicated
by the Parliament, stipulated in Article 3 of the
Decision nr.1212 of 31.07.2000.
Despite the fact that that report was completed in

Parliament

March 2001, it never had any logical finality, since
it was not even heard by the Court Plenary, not
to mention the Parliament. On the contrary, the

team leader who carried out the survey, Mr. Soitu,



who insisted on presenting the report, was shortly

dismissed and persecuted through law enforcement

bodies.

Thus, the interest of senior policy makers over the
problems of natural gas has changed sharply over
several months: from a tough and incisive tone of
Parliament Decision into persecuting and dismissal
of persons who insisted on enforcement. We note
that this change of attitude at a highest political
level was produced in the context of which the
main beneficiaries of the situation in the sector
remain OJSC”Gazprom” and the authorities of the
separatist region of Transnistria.

If those problems were solved then, in a relatively
short time after occurrence, the situation would have
not degenerated to what we have now, especially

referring to accumulating a stock of “Moldovagaz”
debt to “Gazprom” Holding of over 6 billion US
dollars.

5.5. The situation at present

Continuity schemes implemented since the 90s of the
last century can be traced almost to the present. Thus,
also through 2016 and early 2017, the Moldovan
authorities continued to support the activities of large

energy intensive enterprises from the Transnistrian

region, despite the fact that their activity was inevitably
transferred into new debt for gas delivered from OJSC
“Gazprom”. Thus, in 2016 Rybnitsa Metallurgical
Plantwas relaunched, who continued to deliver export
production, including using raw materials (used
metal), collected on the right bank of the Dniester.
Also, until 03/31/2017, energy companies from the
right bank continued to purchase electricity produced
by TEC”Moldoveneascd” from t.Dnestrovsk via the
intermediary Ltd “Energokapital”, with offshore
founders.
Moreover, the activity of these enterprises,
especially foreign currency transactions continued
to be served by the Moldovan banking system.
And when civil society representatives informed
law enforcement authorities about checking the
legality of those foreign exchange transactions’,
the responsible institutions took no effective
measures of investigation, confining to issuing a

press release™.

Thus, taking advantage of the lack of vision and
corruptibility of Moldovan political elites, the
Russian Federation has managed to promote its
agenda to maintain control over the country by
maintaining artificially a separatist entity, with the
tacit consent, and sometimes even explicit support

of the decision makers from Chisinau.

! htp://epochtimes-romania.com/news/delapidari-de-mi-

lioane-cu-ajutorul-unei-firme-intermediare-din-transnis-
tria---249714
52 http://procuratura.md/md/newslst/1211/1/6723/
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Conclusions and recommendations

Conclusions:

- Gas sector from the Republic of Moldova was

subjected to a raider attack that lasted for more
than 4 years (1994-1998) and was performed
at least in two stages. Following a series of
actions together with decision makers from
Moldova, as well as artificial boost of debts
and assets undervaluing, OJSC “Gazprom”
has obtained control over enterprises that hold
critical infrastructure of gas transmission and

distribution in our country:

OJSC” Gazprom” agenda for Moldova was
rather political than economic, serving as an
operational platform to promote the strategic
agenda of the Russian Federation in our country.
Nowhere can be found as many interference
transferred from the economic sector to political
sector as in the energy sector, refferring both to
power and gas resources. This agenda, promoted
by Gazprom, could be summarized to the
following sentence: ,maintaining Moldova in
the Russian sphere of influence by perpetuating
the Transnistrian conflict and securing the role of

Russia as a mediator in this conflict”.

Taking advantage of the lack of vision and
corruptibility of Moldovan elites, the Russian
Federation, via OJSC “Gazprom” and
JSC’Moldovagaz”, had openly financed the
separatist authorities in Moldova, worth of at
approximately US $ 6 billion during 1994 to
2016. Despite becoming de facto an economic
annex of state-owned Gazprom Holding, the
Transnistrian economy is in a deep systemic
crisis and the population of this region is still
deprived of rights and impoverished. We note,

however, that funding separatist structures
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from the Transnistrian region was enforced by
implementing a contract scheme through which
natural gas supply to consumers in the respective
region was managed through JSC”Moldovagaz”,
legally registered and internationally recognized.

Between 2007-2016, about 1.3 billion US
dollars of the total 6 billion received by alleged
Transnistrian authorities as grant (in material
form - natural gas), were converted into
budgetary resources, being used further to
funding social obligations, as well as, in various
rebates within the political-administrative system
of the separatist regime. These funds covered
about 35.3% of total expenditures of the regional
budget for that particular period of 10 years.

The other major part of financing obtained
by the Transnistrian region via the so-called
“debt for gas”, about 4.7 billion US dollars,
was actually a subsidy granted to consumers
in the region. Household consumers in the
region also benefited from this grant, but
most of it was directed to support large energy
intensive enterprises in the Transnistrian region,

controlled by large Russian business.

Large economic entities of the Russian
Federation implemented a series of fraudulent
economic schemes involving the Transnistrian
region, by which have managed to recover so
far about US $ 1.8 billion, benefiting from
subsidized natural gas prices in the region. So, we
estimate that about one third of the resources of
the Russian authorities to finance the separatist
regime in Moldova have already been recovered
entirely by Russian business. During this period,
major decision makers in Chisinau, including

at highest political level, tolerated and often



facilitated these fraudulent schemes detrimental
to national interests of the Republic of Moldova,
which suggests that some of the means arising
from those schemes were used also for corrupting
representatives of governments of the Republic
of Moldova, anchoring them as extras into the

above mentioned schemes.

In fact, we find that “Moldovagaz” provides
legalization  services, so far, in funding
Transnistrian region from OJSC “Gazprom”, but
instead of collecting any income from providing
these services, JSC’Moldovagaz” provides
counter-taking additional charges.

Recommendations:

- 'The gravity of the situation from Moldova’s

energy sector requires the Government and
Parliament of Moldova rehabilitation of the
law and national security in this vital sector
for the country, which weakens constitutional
institutions. For start would be to give up
immediately the contractual plan for the supply
of natural gas in the Transnistrian region via
JSC”’Moldovagaz” and avoid any other form
of assuming any obligations in relation to the
natural gas consumed in the region, which is not
actually controlled by Moldova’s constitutional
authorities. There are several choices about how
OJSC“Gazprom” could arrange supply of natural
gas in the separatist region, for example the
creation of new specialized supplier- companies
of gas transmission to the Transnistrian region.
This companywould buy natural gasdirectly from
OJSC “Gazprom”. Where OJSC”Gazprom”, via
its representatives in the administrative bodies
of JSC “Moldovagaz”, will impose maintaining
the existing contractual scheme, those decisions
must underpin the international legal actions,
aimed at debt cancellation of JSC”Moldovagaz”
to OJSC “Gazprom”, related to natural gas

consumed in the Transnistrian region.

- TheMoldovan governmentisrequired to urgently

verify the evidence of accumulated of debts and
penalties by JSC “Moldovagaz”, particularly
regarding to its allocation between consumers
from the the right bank and those from the
Transnistrian region. This verification should be
performed by Moldova Court of Accounts, and
possibly by an international audit institution,
with mandatory disclosure of relevant primary
data and conclusions of the investigation. After
such verification, the amount of debts related to
natural gas consumption on the two banks of

the Dniester, is to be specified and corrected.

Continuing the dialogue with OJSC “Gazprom”
on the cancellation of debt related to natural gas
consumption in the Transnistrian region, but
explicitly, Moldovan authorities are obliged to
withdraw from JSC “Moldovagaz” and prevent
transfer of risks related to the recovery of OJSC
“Gazprom” part of debt over the infrastructure
and claims owned by JSC “Moldovagaz”.
If OJSC”Gazprom” refuses to cooperate in
resolving this problem, the Government will
be forced to publicly recognize via a political
and legal act (Moldovan Parliament) that these
debts were created as a means of financing the
separatism in Moldova, paving the way that
this “odious” debt should be canceled in other

possible ways, ie via international courts.

Verification of JSC “Moldovagaz” enterprise
management and the distribution of debt related
to natural gas consumption on the right bank
into two categories:
* A debt formed from mismanagement of
enterprises in this sector, and
e A debt formed as a result of abusive actions

/ inactions of the state institutions.

The first category of debt is to be undertaken by
the enterprises’ owners, and the second category
will be returned to the company by means of
tariffs.
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- Identification of illicit schemes of money

misappropriation from the energy system,

tracking and recovery of these financial means.

Performing evaluation of assets, which led to
the formation of “Moldovagaz’capital and
deffinition of property shares in the company,
according to its constitutive documents and
Government Decision n0.1068 from 1998. This
issue must be seen in the context of a necessity to
integrate the networks built from budgetary and
citizens’ resources via the so-called “National

Gasification Program” into the economic cycle.

Review of Moldovan policies in relation to

the activity of energy and energy-intensive
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Transnistrian enterprises in the context of
debt for gas. As long as the current contractual
scheme works and there is no other solution
for debts incurred to natural gas consumption
on the left bank of the Dniester, the
economic activity of such enterprises from
the Transnistrian region leads to inevitable
worsening of debt for gas problem. Therefore,
at least for TEC”Moldoveneasci” and
Metallurgical Plant from Rybnitsa (although
this list may be completed), Moldovan
institutions should facilitate their activities
only after solving the problem mentioned
above, without artificially supporting the

perpetuating current schemes.



Annexes

Annex 1. Act of debts verification between “Gazprom”OJSC and “Moldovagaz”]SC on 01.07.2001

AKT
CBEpKM B3aMMHbIX pacuétos mexay OAQ "lasnpom” u AO "Mongosaras”
Mo NocTaEKe raia W pacyéTam 3a Hero nNo CocTOAHMIO Ha 1 wona 2001 ropa.

Hawmu, 3amecturenam MNpeacenatens Npaenedus OAQ “Tasnpom”, MywkuHeIM A A, ¥ HauansHWkom
ynpaeneHun Byxrantepckoro ydeta, Mpaagke .M., c ogHol cToporsl, u Mpeaceaatenem Mpasnedus AD "Mongosaras”,
NecHukom M.®, u Hauanerukom [denapramenta duvHaxcos, ByxranTepexkoro y4eta v ot4eTtHocTy, Pawky N.C., ¢ apyroi
CTOPOHBI, NPOW3EEAEHA CBEPKA B3aMMHBIX DACHETOB 3a nocTasnexHuid AQ "Monposaraz" npupoaHeli ras s 1997-
2001r.r. no koHTpakTam 1MM-97 o1 30.12.96r., 1MM-98 o1 24.12.97r., 1TM-99 ot 17.12,98r,, 2IrM-99 oT 24,06,99r., 1TM-
2000 oT 27.12.1989r, w 1TM-2001 o1 26.12.2000.
B peaynbrare ceepku OAO "Tasnpom” v AO "Monacearas” noaTEEpKAIOT CNeqyoLee:

g gonnapax CLUA
HawmenosaHue nokazatened TR0 Tam pOMEIO AaH H:g "Monnosaras OTrnoHeHuA
3adomureHHocme 3a 2az Ha 01.01.20012,,
& MoM Yucne: 465 274 471,30 465 274 471,90 0,00
3a ras 1897r.(1rM-97) 122 331 522,85 122 331 522,86 0,00
3a ra3 1998r.(1MM-98) 168 390 066,00 168 380 068,00 0,00
3araa 1999r., B TOm Ywcne: 128 617 385,00 128 617 385,00 0,00
(1rM-89) 73620 185,00 73620 185,00 0,00
(2rM-99) 54 897 200,00 54 997 200,00 0,00
3a ra3 2000r, {17M-2000) 45 935 488 04 45 935 498,04 0,00
Cmoumocmb nocmaekuy 2asa e 2001 a. 41 660 861,20 81 660 861,20 0.00
| keapTan(1rM-2001) 54 472 658,72 54 472 656,72 0,00
Il keapTan({1rM-2001) 27 188 204,48 27 188 204,48 0,00
|11 keapTan({1rM-2001) 0,00 0,00 Q.00
IV keapran(1rM-2001) 0,00 0,00 0,00
DuHaHcoEbIe NocmynneHus - 2aa 2007 2. 17 354 002,63 17 354 002,63 0,00
Javémel ecezo; 82 287 537,50 82 287 537,50 0,00
B c4&T B3HOCA B YCTABHLIA KanuTan
AD "Monaosaras” 1997 roa{1rM-1997) 59 962 146,00 59 962 146,00 0,00
1998 roa(1rM-1998) 0.00 0.00 0.00
1999 roa(1rM-1998) " 0,00 0,00 0,00
1999 roa(2M-1999) 0,00 0,00 0.00
TpauauT 2000 roaf1rM-2000) 0,00 0,00
Tpadaut 2001 rog{1rM-2001) 22 325 391,50 22 325 391,50 0,00
Onnama BCEIQ: 99 641 540,13 99 647 540,13 0,00
B TOM MMCne; 1997 rog (1M -1987) 59 962 146,00 59 962 146,00 0,00
2001 rog (1TM-2001) 39679 394,13 39679 394,13 0,00
3adonmwenHocms 3a 2az Ha 01.07.2001=,,
& MoM Hucne: 447 293 792,97 447 293 792,97 0,00
3ara3 1987r.(1rM-97) 62 369 376,85 52 369 376,86 0.00
aaraa 1998r.(1rm-88) 168 390 066,00 168 390 066,00 0.00
3a raa 1999r., B TOM YWCne: 128 617 385,00 128 617 385,00 0,00
(1rM-99) 73 620 185,00 73620 185.00 0,00
(2rm-99) 54 997 200,00 54 997 200,00 0,00
3a raa 2000r.(1rM-2000) 45 935 498,04 45 835 498,04 0.00
3a ras 2001r.(1TM-2001) 41 981 467,07 41 981 467 .07 0,00
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Annex 2. Act of debts verification between”Moldovagaz” JSC and”Tiraspoltransgaz’Ltd on 01.01.2001

AT
cEEpKW BIAWMHEIX PAcHETOB Mexay
AO «Mongoearas» v MO PYMI « TupacnonsTpaxcrass
no nocTaeke NPWPOAHONO ra3a v pacyeTam 3a Hero
no cocToRHWo Ha 1 Anesapa 2001 ropa.

19 aHeaps 20012 MyH. Kiiun3y

Hamu, 3amecturenem MNpegcenatens Mpaenewvs AD «Mongosaraas, Mpely K. M. w Havansiukom JenapramenTa
thuHaKCoB, ByXranTepckoro y4eTa u oTveTHoeTH, Pawsy J1.C., © 0AHOR cTopoHe, MerepansHbim Anpektopom NO PYMC
«TupacnoneTpanerass, MN.MN, Crenasostim W rnaskbin Byxrantepom, Mapakyua 3.1., ¢ Apyrof CTOPOHLI, NPOWIBEEAEHA

CBEPKA BIAWMHLIX PACYETOR 38 NOCTABNEHHLIA NPMPOaHBLIA ra3 8 1996-2000r.r. no xoHTPpakTam N22 or 13.03.96r,, 11 T-97,
17 T-98 o1 15.01.98r.,17 T-39 ot 30.12.98r., 2 T-99 o7 01.07.99r., 17T-2000 or 31.12.99r.

& gonnapax CLUA
Mo gasHsIM:
HawmeHoaanve nokazaTenei AO «Monaoparass no PymMr OTHNOHEHKUA
A «TMPACNONLTRAHEra3n

Jagon#eHKOCTE 3a ra3 Ha

01.01.2000 325 703 863,15 325 703 869,15 0,00
CTOMMOCTE NOCTEBKY r33a; 76 405 702,32 76 405 702,32 0,00
Onnara BCEro, B TOM Yucne: 41 062 997,45 41 062 997,45 0,00
DKHEHCOELIE NOCTYNREMNS. 17 631 033,50 17 631 033,50 0,00
Tpanzut: 23 431 663,95 23 431 963,85 0,00
3an0rMMeHHOCTb 3a ral Ha

01.01.2001 361 046 574,02 361 046 574,02 0,00
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« ”OJSC and
Annex 3. Verification acts of mutual settlements on 01.01.1998 bc':t:vee(rjl Gazprom”O]
“Moldovagaz”]SC, as well as between “Gazprom”OJSC and “Gazsnabtranzit”]S

AKT
CBEPKM B3auMHLIX pacueTos mexqy
PAO"Taanpom" u AD "Mongosarasz”
N0 nocTaske rasa v pacyeram 3a Hero
Ha 1 aHeaps 1988 ropa

Hamu, HavansHuxom Ynpaanerus Byxzanmepexozo yvema PAO “Tasnpow™ [ ToAdko f1.4.

1 u Mexepanssiv dupesmaopom AO ‘Mondosazaz” RNecrukom M.@., npouzaedena caepra

06LEMOE NOCMABOK 2a3a NompeSumernsn pecnybnuky Mondosa & 1994-1995 22. U PacYemos 33 Hezo
: 33 nepuod ¢ 01.01.97z. no 01.07.98 2. : '

B pesynemame ceepku PAO Tasnpom” 4 AQ "Mondoeazaa” nodmeepxdarom cnedyowee:

@ donnanax Ciira

[ Haumenosanue Mo danHomg Ommom,
noxazamenet PAO "Taanpom” A0 "Mondosazas”
; 3adomweHHOCMb 313 2a3 Ha o
01.01.97 2., & moum yucne: 231 408 980,17 231 408 980,11 0,00
1994 203 79 877 105,30 79 877 105,30
1995 200| 151 531 874 81 157 531 874.81 0,00
; |Purakcoasie nocmynnerus, a
i o wucne: 5222 720,38 5222 720,38 0,00
i -- 1894 204 424 026,90 424 026,90 _
1995 200 4 798 693,48 4 798 693,48 0,00
3 O&r.:lueauuu Mpas-sa Mondoan: 130 237 290,71 130 237 290,71 0,00
Ry 1994 208 v
fo T 1995 204 130 231 290,71 130 231 290,71 0,00
{3a4oms, & mons wuone: 87069 603,36 87 069 603,36 0,00
e 1994 206 70 567 71274 70 567 712 74 0,00
1995 203 16 507 890,62 16 501 890,62 : 0,00
3 220 nocmynnenu 222 523 614,45 222 523 614,45 0,00
8onkoniccme 15 2a3 888536566 | - ggas 365,66 SR 00
1894 203 & 835 365,65 8 BES 365,66 0,00
- 1895 204 0,00 0,00 : 0,00
g 2 "fff.m' 8 Mo yucse, 99 772 120,72 99 772 120,72 - 0,00
%ﬁj‘;;‘;gf 200 Ha 01.07 95z, 20 095 787,54 20 095 787,54 : 0,00
; Proeo = 200a Ha of_ot.gfa. 12 356 255,23 12 356 255,23 0,00
o 3 199: 20d Ha 01.07.972, 15 443 575,69 15 443 575,59 0,00
‘519953;06”9 01.01.982. 11478 251,81 | 11478 251,871 6,00
5 _}__,1995&0; Ha 01.07.962, 16 300 815,43 - 1630081543 ] 0,00
R = :: g:.or.wa 14 985 798,97 14 985 798,97 i 0,00
s 10,872, 8111 635,75 9 7111 635,75 0,00
R ;f’a""""‘*”*-‘“mb 108 657 486,38 108 657 486,23 : 0,00
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AKT
CEEPHY BIAMMHBIX PacyeTos mexgy
PAO Tasnpom® n A0 “TaxcHaGrpananT
Mo NecTaeKe raza v pacuertam 3a Hero
Ha 1 Auaapn 1998 ropa

Hamu, Havansrukom Yripasnewus Gyxeanmepcroza yeema PAQ *faznpom” fpadke .M.
v 3amecmumenes Menepanuiozo dupexmopa AQ aIcHadmpanaum® Kutinepowm 4, M., npouseedena caep
cfremos Nnocmasaox 233a nompedumensa Pecnylnusy Mondosea + 8 MAKXKe Pacyemos 33 Heaso
33 nepuod ¢ 01.01.972. no 01.01.98 a.

B peaynumame csepiy PAC Tg3npom™ u AQ r- a3cHalbmpataum® nodmeepwdasm cnedyiiyee:;

g.20nmapax CifiA "
Haumerosanue ;7 I1o dariHum Omunonerus
noxkas’amenag PAQ *aznpon” AO A3cHabmpansum® —l
FadonweHHOCML 3a 283 Ha :
lororer 2. 172203 393.00 172 203 393.00 0,00
fleru 32 2a3 no cocmonnuro Ha i
01.01.972., & moas yucne: 19 416 582,00 19 416 592,00 Q,00
1996 203| ' 19 416 582,00 19 416 552.00 0,00
Heyemaodsa za HesLISopky zaza
N0 COCMORKLIG Ha 01.01.97z., ¢
mom utee: 1340 552,00 1.340 552,00 0,00
; 1996 208 1.340 552,00 1 340 552.00 0,00
|Otwian azdonmennocmn ra
:101.07.972. 192 960 537,00 192 960 537,00 . 000
Cmsusocme nocmaesy 2asg 190 288 097,12 190 238 097 12 0,00
2 | kgapman 75219 272 60 75219 272.00 0,00
- N keapman 29 249 052.00 29 249 052,00 0.00
4 Wl keapman 21 860 606,00 21 360 605,00 0,00
1 B 1Y weapman 63 950 J67 17 63 959 167,17
aNCosLIe Nocmynnerun 0.00 0.00 . | 0,00
--‘_—-—.__________ -
AS8u2auuy (Ipae o Monéogs 9 765 709,290 9 768 709,29 0,00
Tpersum 0.00 0.00 0,00
126820 nociy e 9768 709,29 9 765 709,29 0.00
’ '?."-"M‘!mmcma. 33 233, @ mom
ﬁ:,ajz ‘ 352722 780,83 352 722 780,83 6,00
T 19962 102 434 683,17 162 434 683,17
32231 7507 190285 097,12 190 285 097,13
! ﬁ“-ﬁ_':: :-14 10 cocmonug na .
22 9MoM wycpg- 49 408 216,21 ., 49 408 216,21 0.00
: 1996 209 30 283 948,98 30 293 948,98 0,00
: T e 1997 200 19 114 267,23 19 114 267,23 | 0,00
R [
e 422 888 141,04 422 888 141,04 ' 0,00
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Annex 4. General information on debt repayment for natural gas to “Gazprom”OJSC (1994-2000)
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Annex 5. Verification Act of mutual settlements on 01.10.2009 between “Finans Factoring”Ltd and
“Moldovagaz”]SC
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CBEPKH B3aWMHBIX pacueTos mexay 000 "GakropuHr-Gunanc” n ADQ "Mongogaras" no KOHTpaKTam

Meiras ot 09.12.1993r., Ne1 M-97 or 30.12.1996r,, Ne1 FM-98 ot 24.12.1997r., Ned MM-99 ot 17.12.1998r,, Ne2 M-99 ot 24.06.1989r,, Ne1 M-
2000 ot 27.12.1999, N21M-2001 o 26.12.2000, Ne1 [M-2002 or 21.12.2001r,, Na1 FM-03 or 23.12.2002r., Nel TM-04 or 24.12.2003r, npana
TpeGOBAHUA NO KOTOPLIM YCTY NNEHLI OAD "Maanpom™ COMAacHo ACTOBOPa UscCHmM Ne 8@@-2005 or 01.12.05r.

no cocToaHuio Ha 01 okTAGpa 2009 roga

{8 donnapax CLUIA)

4 - Mo panHema AQ "Monaosaras”
- Mo panmem 000 AOQ
HaumenoBaKKe noKalaTenen "PaKToOpHHT= "Mongosarai”. 000
@uHanc” Beero : Bea yuera 000 "TupacnonsTpancras®
“TwpacnonsTpan
cras
3adomwesHoCMb 33 2a3 Wa 01.10.2009:.
KomTpaxt N2 1 MM-97 or 30.12.1996 62 369 376,8 62 369 376,86 0,001 62 369 376,86
Kontparr Mz 1 TM-98 ot 24.12.1997 168 390 065.04 168 390 066,00 0,00 166 390 066,004
Kontpast Me 1 TM-99 o7 17.12.1998 73 620 135.00! 73 620 185,004 14 606 168,71 59014 016,29
Wowrpast Ne 2 TM-98 oT 24.06.1999 54 997 200,008 54 407 200,004 31729 140,00 23 268 060,004
KonTpart Ne 1 Th-2000 or 27.12.1998 45 935 498,04 45 935 458,04 10 592 793,17 35 342 T04,87]
Wosmpakt Ne 1 (M-2001 or 26.12.2000 106 742 964,59 106 T42 964,56 30 T8Y 470, 76| 75 953 493,80
Konrpakr Ne 1 MM-2002 ot 21.12.2001 74718 224 43 74718 224,43 24 589 021.0/ 50 029 203,34
HowTpasT Ne 1 MM-03 o 23.12.2002 28 949 52&.8# 28 949 528,89 7710 573,63 21 238 955,206
KouTpast N2 1 TM-04 or 24,12.2003 46 360 664.4 46 360 664,42 , 0,00 46 360 664,42
WToro 3af0mKeHHOCTE 38 ras na 01.10.2009 662 083 708,20/ 662 083 708, 12; 117 167,36 541 966 540,84

Zadonmennocms na newu wa 01.10.2009:2.

Kowtpair Me tras or 09.12.1993 99 B0 974,38 9986097438 4311190808 56 748 976,30
Kowrpaxt Ne 1 TM-97 ot 30.12.1996 140 745 159.290 140 745 159,29 24 787 076,54 115 958 082.7

Kosmpast Me 1 MM-88 or 24.12.1997 166 890 554 64 168 890 554 64 40 907 159,58 127 983 395,06
Kowrpakr Ne 1 TM-99 o1 17.12.1598 64 269 360,59 64 269 360,59 24 194 920,74 40 074 439,85
Kontpast Nz 2 TM-99 o 24.06.1999 16 697 859,41 16 697 85941 9 668 830,93 T 029 028,48
KowTpakt Ne 1 TM-2000 or 27.12.1999 17 531 835,264 17 531 8352 3 829 415,09 13 702 420,17
KomTpakt Ne 1 TM-2001 or 26.12.2000 22 666 225,55 22 666 225,55 6 359 380.9 16 306 844 60}
Kosrpart Ne 1 TWM-2002 or 21.12.2001 7 928 000,21 7 928 000,21 2708 474,01 5219 526,204
Hontpakt Ne 1 [M-03 or 23.12.02 480 948 42 480 943,42 7 229 782 24 251 166,13
WToro 3300MKEHHDCTL NO neHw wa 01,10.2009 539 070 917,75 539 070 917,75 ;55 797 038,15 383273 879,5

Beero aagonweHnocTe Ha 01.10,2009 = 1201 154 625,95 1204 154 625,95] 275 914 205,52 925 240 420,43
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Annex 6. Region alleged government Disposition no.580p on July 5%, 2013

OPENPMR. INFO
FYBEPHYN YrAO
PEMYEINYHA MONOOBEHEWTE MPHOHICTPOBCHED] MOATABCEKOL
HHUCTPEHE PECIIYEAIKA
NPABHTENRCTRD
MPHAHECTFOBCKOR MONOABCKOR
PECITYEIKEH
PACTIOPHAKEHHE
_5 mona 2013 roxa w_ 380p
r. Thpacnons

Jns cnyxebHOTO NOTEI0EAHAR

06 ocofoM nopsiIke NOCTABKH H PACYETOS 38 NPHPOAHLIH Ta3
118 OTOeNBHEX Xo3aieTByIomHx cyiheKToB

B COOTEETCTBHH €O cTarhami 76-4 B 76-6 Komctutymmm [lpunHectpoBckoi
Monnascroii PecnyGnmsn, nymsrom 3 craten |2 KOHCTHTYUMOHHOIO 3aKOHA
[praonectposexoli Monnascxot PecrryGnury ot 30 nogbps 2011 roxa Ne 224-K3-V
«0 Ilpasnrenscrse [lpronectposckoil Monzasexofi PecmyGnuxun (CA3 11-48)
¢ nononHenmeM, BHecenmnM KomcTurynHOHHBM 3aKonom [IpHIHECTPOBCKOH
Mongasckoii PecrryGmixkn ot 26 oxtsfips 2012 roga Ne 206-K3/1-V (CA3 12-44),
so  penonuempe Cornamesms, 3axmouenHoro  mesy  [IpasurenseTeoM
IMprarectposckoll Monmasckoit Peenybnaxn u axumonepor OAQ eMonnasekmit
MeTATYPr 4 eCKHIT 3anoi.

1. 000 «Tupacnonsrpancras-lipuusectponsen 000 «TrpacnonsTpaterasy
s nepuog ¢ | o 2013 roga no | mons 2013 roga:

a) ofecneMHTs HENpepLIBHER MOCTABKH NPRPOAHOG raia
ga OAD oMonnascknil MeTannyprudeckii sapoy LM TEXHONOIHYECKHX HYHEI
¥ INA BRIPADOTEH JMEKTPOSHERTHY,

§) ofecneduTs oOTOVCX NpHPOIHOre rasa  (ra’osofi  cocTamnsiowied)
0a0 eMongascrri METANTYPrHYSCKH 3ABOAN, noTpebnaemoro
T4 TEXHONOTHHMECKMY HY®I ¥ ng BupaOOTEH 3eKTPOIHEPTHH, N0 CTOHMOCTH
npHpofHore rasa (rasopoii coctasuwowed) B pasMepe 42 (copok jaBa) J0T1apa
CIHA 3a 1 -TeicA9Y K ECKHX M ook , YCTRHOBIEHHOMY

PEAHECTPOBCKHM PECHyONMKAHCKHM DaHKOM HA MOCHElHEee MHMCIA0 PACHETHOrO
Mecqsua;
B} He LABAATE K 0NN HE I Hau B HEVE
i AMTTEH S HCIONHEHHS ofg: :
OAQ aMa KHA  METANTVPIHUECKHH 38BN Mo oliale 38 notpelaeHH
OpHPOHEH _ras  (rajoByio COCTABNEIOWYIO) G0  TeXHOMOTHHECKHX HYRI
H InA BHpAGOTEHN 3NeKTPOIHEPTHH;

r) emeMecAYHO NpPENCTABNAT: MmumHcTepeTsy SKOHOMHYECKOTD PA3BHTHA

Mpugnecrposckoli  Mongascxoit  PecryOmukn  mHGOpMAIDTI0 0 KONEYECTHE

POLICY PAPER:
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nompebnensoro npupogtoro raza OAQ «Monaascxkrii MeTATNYPrisecknii 3aBoa»
B 0 cymMe, Mopnemamwelt onnate 3a NPHPOAHEIE ras (rasoBYi0 COCTABINIONIYIO)
0AD «Monpasckmit MeTanmyprateckni 3ABOIM, noTpefnsemnit
QI8 TEXHOMOTHYECKHX HY#J W A48 BeIpaloTKM 3MEKTPO3HEPIHH, MO CTOMMOCTH,
yKE3aHHOMA B RONMyHKTe afis mynxTa | HacTosmero PacnopameHus;

I) ewerofHo MO0 WTOraM (HHANCOEOrO TOJA W MO OKOHMAHHIY NEpHOAE,
ymmom B OyHETe 1 Ha::mumem PacriopAsenis, NPOHIBORKTE YOTYOKY TDEB

EEHHA o0ps i 3RIOTHE M 33 TOCTEBIeHHBIH NPHPOIZHEIE ras

2. Muun SKOHOMHEYECKD apris 1 chﬁ Mun BCROH
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CHYSCKHHE Q1 w25 TH METH] [POUEHTOE NAKSTS

i OAQ oPrOHHUEHE LeMm xm.{ﬁn 3 B eder  o0pajopaBlicHeR
38]0/KEHHOCTH.

3. Hacroquiee PAcnopa#eEHe BCTYIIALT B CHITY © MOMESHTA 2ro DoANHCAHHA,

HMCTIONMHAIOMNME OBASAHHOCTH
MPEJCENATENA MPABHTENLCTBA




