
report of ROMANIA 
in accordance with Articles 6(3) and 10(2) of Directive 2004/8/EC of the European Parliament and of the Council on the promotion of cogeneration based on a useful heat demand in the internal energy market and amending Directive 92/42/EC
1. Transposition/implementation of the legal text of Directive 2004/8/EC
Q1. What is the level of transposition of the Directive in your country? What is the timeline for the remaining parts of the transposition of the Directive, if any?
R1. Directive 2004/8/EC was fully transposed into the Romanian primary legislation through the provisions of the following legislative acts:
· Electricity Law No 13/2007, as subsequently amended and supplemented;
· Government Decision No 219/2007 on the promotion of cogeneration based on a useful heat demand;
· Government Decision No 1461/2008 on the approval of the procedure regarding the issue of guarantees of origin for the electricity produced in high efficiency cogeneration; 
· Government Decision No 1215/2009 laying down the criteria and conditions necessary to implement the aid scheme to promote high efficiency cogeneration based on useful heat demand.
In the Romanian secondary legislation, the regulatory framework developed by ANRE [National Energy Regulatory Agency] for the implementation of provisions transposing Directive 2004/8/EC currently consists in the following regulations: 
1. The harmonised reference efficiency values applicable at the national level for separate production of electricity and heat and correction factors applicable at the national level – approved by ANRE President’s Order No 13/2007;
2. The Sale Purchase Framework Contract for heat produced in cogeneration - approved by ANRE President’s Order No 50/2009;

3. The follow-up procedure of guarantees of origin for electricity produced in high efficiency cogeneration, from issue to operation - approved by ANRE President’s Order No 85/2009;

4. The calculation methodology for the establishment of electricity quantities produced in high efficiency cogeneration with a view to obtaining certification based on guarantees of origin – approved by ANRE President’s Order No 87/2009;
5. The regulation for the qualification of electricity production in high efficiency cogeneration and for the monitoring of the fuel consumption and production of useful electricity and heat in high efficiency cogeneration – approved by ANRE President’s Order No 23/2010;

6. The procedure for endorsing new or retrofitting projects for cogeneration plants – approved by ANRE President’s Order No 26/2010, amended and supplemented by ANRE President’s Order No 46/2011;

7. The list of production capacities of electricity and heat in cogeneration with final accreditation – approved by ANRE President’s Order No 2883/2011, as subsequently amended and supplemented;
8. The methodology of setting and modifying prices for electricity and heat produced and supplied by cogeneration plants benefiting from the aid scheme and the high efficiency cogeneration bonus – approved by ANRE President’s Order No 3/2010 and amended by Order No 36/2010 and Order No 17/2011;
9. The reference electricity price and the regulated electricity prices charged by producers of electricity and heat in cogeneration benefiting from the aid scheme in accordance with Government Decision No 1215/2009 – approved by ANRE President’s Order No 37/2010 and ANRE President’s Order No 49/2011;

10. The reference bonuses for electricity and the reference prices for heat produced and supplied by high efficiency cogeneration plants – approved by ANRE President’s Order No 18/2011;

11. The regulation on the collection of the contribution for high efficiency cogeneration and the bonus payment for electricity produced in high efficiency cogeneration – approved by ANRE President’s Order No 9/2011;

12. The methodology for determining and monitoring the contribution for high efficiency cogeneration – approved by ANRE President’s Order No 10/2011;

13. The contribution for high efficiency cogeneration and certain provisions on the invoicing thereof – approved by ANRE President’s Order No 12/2011;
14. The framework contracts for high efficiency cogeneration (concluded between the aid scheme manager and the contribution payer and that between the producer of electricity in cogeneration and the manager of the aid scheme) – approved by ANRE President’s Order No 20/2011;

15. The methodology for monitoring and reporting on the aid scheme for the promotion of cogeneration based on useful energy demand – approved by ANRE President’s Order No 33/2011.

Q2. What is the timeline for implementing measures based on the Commission Decision of 19 November 2008 establishing detailed guidelines? Please indicate how this has taken place (revision of a general energy law, a specific law, decree, regulation, etc.).
R2. In Romania, the detailed guidelines for the implementation of Annex 2 to Directive 2004/8/EC, established by Commission Decision No 7294/EC of 19 November 2008 shall be deemed as enforced through the issuance of legislative acts/regulations covering:
· the statistical monitoring/determination of electricity produced in cogeneration and of the fuel used for the production of electricity and heat in cogeneration; 

· the methodology of establishing the quantities of electricity produced in high efficiency cogeneration with a view to obtaining certification based on guarantees of origin. 

In Romania, most cogeneration units commissioned before 1998 do not dispose of updated information on the operation in full cogeneration modes in order to establish the real values of the electricity/heat C report. Furthermore, for most cogeneration units comprising steam outlet condensing extraction turbines, no determinations on the actual electricity production efficiency in non-cogeneration mode (which is highly different from electricity production in cogeneration mode) were performed. Therefore, by including the implicit values of the C report (provided for in Annex 2 to Directive 2004/08/EC) in the statistical calculations for 2007 – 2010, contradictory results were found in relation to the noncompliance with the threshold values provided for in Annex 2 to Directive 2004/08/EC (we wish to point out that neither Directive 2004/08/EC nor Commission Decision No 7294/EC of 19 November 2008 contains implicit values for the efficiency of electricity production in non-cogeneration mode in the case of steam outlet condensing extraction turbines)
The regulations approved by Order No 23/2010 and Order No 87/2009 contain provisions on the enforcement of detailed guidelines for the implementation of Annex 2 to Directive 2004/08/EC, established by Commission Decision No 7294/EC of 19 November 2008. Both regulations provide for explicit requirements on the justification of the absence of the actual values in the C report and the declaration/undertaking of the adopted measures and the necessary time period to remedy this noncompliance (we wish to point out that Commission Decision No 7294/EC of 19 November 2008 does not provide for a deadline/timeline for the establishment of actual values of the electricity/heat C report).

To date, no requests for the issue of guarantees of origin for electricity produced in high efficiency cogeneration have been received. For the calculations used to determine the yearly reported statistical data for 2007 – 2010, the values specific to cogeneration units in Romania of C report and the values related to the efficiency of electricity production in non-cogeneration mode and calculated based on statistics, actual operation parameters and threshold values of Annex 2 to Directive 2004/08/EC were used.
Q3. To what extent do you consider your country to have already significantly implemented the Directive? 
R3. In Romania, it is considered that Directive 2004/8/EC has been implemented through the issuance of the legislative acts/regulations covering:
· the determination and monitoring of useful heat produced in cogeneration;
· the granting of the aid scheme for electricity produced in high efficiency cogeneration, determined and monitored based on the alternative calculation method provided for in Article 12(2) of Directive 2004/8/EC;

· the statistical determination and monitoring of electricity produced in cogeneration and of the fuel used for the production of electricity and heat in cogeneration; 
· the statistical determination and monitoring of electricity produced in high efficiency cogeneration and of the fuel used for the production of electricity and heat in high efficiency cogeneration.
Q4. Is your country using the alternative calculation method according to Article 12(2)?

 R4. Yes. In order to establish the quantities of electricity benefiting from the aid scheme, the alternative calculation method provided for in Article 12(2) of Directive 2004/8/EC is used. 
Q5. Is there any need for your country to review in accordance with Article 13 the threshold values used for calculation of electricity from cogeneration and/or the threshold values used for calculation of efficiency of cogeneration production and primary energy savings?

R5. We do not consider that the review of threshold values provided for in Annexes 2 and 3 to Directive 2004/8/EC, in accordance with Article 13 of Directive 2004/8/EC, shall be necessary. 
2. National potential to increase the share of high-efficiency cogeneration
Q6. Can your country already show progress in high-efficiency cogeneration since the last report on national potential which can be ascribed to either EU or national legislation and aid schemes?

R6. Romania became a member of the European Union in 2007 when Government Decision No 219/2007 was also adopted as the first step in the transposition of Directive 2004/8/EC. Consequently, this report is the first national progress report in the cogeneration field, prepared on the basis of data from 2007-2010. Moreover, the cogeneration aid scheme was implemented as of 1 April 2011. We consider that the aid scheme implementation period was not sufficient to report/estimate the progress made in high-efficiency cogeneration.

Q7. What is your evaluation of the progress towards increasing the share of high‑efficiency cogeneration in your country? Your assessment should be based on the specific figures to be included in the attached spreadsheet (Excel file) designed to facilitate the submission of your data. 

R7. The installed national cogeneration capacity is underutilised as it was mainly intended for seasonal demand for useful heat (for heating). Most production power units/technologies installed before 1998 are oversized without being adapted to the new conditions on the heat market which was reduced due to the decrease of industrial consumers’ activity and the reduced urban consumption supplied by centralised systems (caused by disconnections). 
The Excel file containing the data related to the 2007 – 2010 period is enclosed in the Annex.

It can be noted a downward trend of the demand for useful heat for heating (an approximate annual average reduction of 4 %) which is caused by both the average heat mode exceeding the climatic normal and the energy saving measures (thermal rehabilitation of apartments). Furthermore, following a decrease period caused by the economic crisis, the start of a positive (upward) trend in the self-producers’ production of electricity and useful heat (for industrial consumption) may be estimated. In terms of operation, there are concerns regarding the efficient functioning of the existing cogeneration plants. 

As upward trends of the high-efficiency cogeneration share, in 2009 – 2011, we shall mention the commissioning of new cogeneration capacities (approximately 15 MWe from biomass and approximately 90 MWe from fossil fuels) and the beginning of decommissioning/replacement of several cogeneration units installed before 1998.

From the total useful heat production (approximately 67%), the share of useful heat produced in cogeneration shall be estimated based on available statistical data. 
3. Barriers to high-efficiency cogeneration
Q8 Please give your views on the current barriers to high-efficiency cogeneration in your country:

- barriers in relation to administrative procedures (authorization, coordination among competent authorities, streamlined simplified procedures, etc.);
- barriers in relation to electricity grid system and tariff issues (including specific measures for small scale and micro cogeneration units);
- other barriers (internalisation of external costs, energy prices, financial and technical barriers, etc) in accordance with Articles 9 and 6 of the Cogeneration Directive 2004/8/EC. 

Indicate the measures to overcome them.
R8 In our opinion, the barriers identified so far to high-efficiency cogeneration refer to the fact that:

- the legislative, procedural and regulatory framework in the cogeneration sector has not been finalised by 2011 (mainly with respect to the implementation of the aid scheme for cogeneration);

- a high level of instability/insecurity has been maintained on the heat market having regard to the significant number and the continuity of disconnections from the centralised systems, the economic crisis etc. (generating potential contradictory effects amplified by those generated by the targets of Directive 2004/8/EC).
- the individual or decentralised heating systems were encouraged by the price of natural gas intended for the population. 
4. Guarantees of origin and aid schemes
Q9. Article 5 of the Directive requires Member States to ensure that accurate and reliable guarantees of origin are issued according to objective, transparent and non-discriminatory criteria. Please indicate what is the situation concerning the implementation of this measure in your country (information on primary energy savings, type of registration system)?
R9. In Romania, the measures provided for in Article 5 of Directive 2004/8/EC are deemed as implemented through the issuance of legislative acts/regulations covering: 
· the procedure of issuing guarantees of origin for the electricity produced in high‑efficiency cogeneration;
· the methodology for the establishment of electricity quantities produced in high efficiency cogeneration with a view to obtaining certification based on guarantees of origin;
· the follow-up procedure for guarantees of origin for electricity produced in high‑efficiency cogeneration, from issuance to operation, using a recording system – GO Single Register developed and updated by ANRE.
Government Decision No 1461/2008 and the regulations approved by Order No 87/2009 and Order No 85/2009 contain provisions for the implementation of the measures provided for in Article 5 of Directive 2004/8/EC.
No guarantees of origin for electricity produced in high-efficiency cogeneration have been issued insofar as producers have not submitted such requests. 
Based on the calculations performed using the alternative calculation method provided for in Article 12(2) of Directive 2004/8/EC, for 2007 – 2010, the annual primary energy savings in the production of electricity and heat in high-efficiency cogeneration may be estimated to approximately 14 PJ.

Q10. Does your country have aid schemes for cogeneration/CHP based on Directive 2004/8/EC (operational and/or investment aid)? What kind of aid is provided (feed-in tariffs, certificates and quota, priority access to the grid, etc.)? Are they designed to provide stable long-term investment conditions? Which sectors will be targeted (agricultural and/or industrial and/or heating cogeneration)? 

R10. With a view to promoting high-efficiency cogeneration, Romania opted for a bonus aid scheme notified to the European Commission by the Romanian Authorities and approved by the Commission by (2009) Commission Decision 7085 of 17 September 2009 on state aid no 437/2009. 

Under this state aid scheme, financial aid may be granted to CHPs with a view to integrating them on the electricity and heat competition market provided that such plants meet the high-efficiency requirements and save considerable quantities of fuels and emissions while they register production costs higher than the ones to be covered by the market price.

The financial aid consists in a bonus granted monthly for each MWh of electricity produced in high-efficiency cogeneration based on a demand for useful heat to be supplied within the National Energy System (NES) and sold (the bonus shall be additional to the electricity sale price).
With a view to selling electricity and heat produced in high-efficiency cogeneration, the following facilities shall be granted to the beneficiaries of the scheme:

· the sale of electricity on the basis of a regulated framework contract for a minimum period of 5 years (for capacities commissioned before 1998) or 10 years (for new or retrofitted capacities) at regulated price (corresponding to the value of the price estimated for separate production);
· the sale of electricity quantities (which were not traded on the competitive market) on the basis of regulated contracts and at regulated price (representing 90% of the average market price for the following day).
The aid scheme was implemented as of 1 April 2011 and it may be granted to each beneficiary for a maximum period of 11 consecutive years by 2023. 
The bonus values shall be set by ANRE (for each granting year and divided per types of fuels used) so as to cover the difference between total production costs incurred by a general cogeneration plant and the revenues to be obtained from the sale of the electricity and heat produced, using the market price of the electricity, and the regulated electricity price resulted from the unit cost of separate production within an equivalent general heating plant.

The heat bonus and regulated price values may be adjusted annually according to the variation of significant parameters such as fuel price, CO2 permits, market price for the following day, inflation index.

The heat bonus and regulated price values were set for the following types of fuel: 
· solid fuel;

· natural gas fuel within the transmission network;

· natural gas fuel within the distribution network. 

For each plant covered by the aid scheme, the applicable heat bonus and regulated price values shall correspond to the main used fuel. 
The bonus shall be granted only if the electricity and heat production costs are higher than the revenues that can be obtained from the market price of the two forms of energy. Therefore, the scheme includes a determination and recovery mechanism for the overcompensation amounts which shall be applied annually as of 2014 (ANRE shall assess in the case of each beneficiary whether the financial aid granted leads to overcompensation and shall establish the related amount). The overcompensation determination and monitoring methodology for the electricity and heat produced in cogeneration has not yet been issued. 

If the electric capacity covered by the aid scheme reaches the total value of 4 000 MWe, new cogeneration plants shall no longer be accepted in the scheme unless they replace existing plants. If following the overcompensation assessment, it shall be found that a cogeneration plant is fully harmonised, it will no longer be granted the bonus. 

The bonus shall not be granted for:

· the electricity consumed from the production of a cogeneration plant (directly from the plant’s bars) for the individual necessities of the economic operator owning the plant (own technological consumption for electricity and heat production, electricity self-consumption for other activities performed by the economic operator);

· the electricity produced in cogeneration and sold outside the National Energy System (exported);

· micro-cogeneration plants (Pi < 50 kWe) and low power cogeneration plants (Pi < 1 MWe);

· the cogeneration plants using biomass or other renewable energy sources which opted for the green certificate promotion system applicable to producers of electricity from renewable sources.

For cogeneration installations with a capacity exceeding 200 MWe, financial aid shall be granted only if individual approval is obtained from the Commission following the notification thereof. 

The cogeneration plants/units which can benefit from support shall be accredited by ANRE in accordance with the Procedure approved by ANRE President’s Order No 26/2010. Electricity quantities covered by the bonus shall be annually qualified by ANRE in compliance with the Regulation approved by ANRE President’s Order No 23/2010.

The funds for the bonus payments shall be constituted by the monthly collection of a cogeneration contribution from electricity suppliers/consumers including from suppliers exporting electricity. The collected amounts shall be transferred by the electricity suppliers to the aid scheme manager, C.N. Transelectrica S.A. The cogeneration contribution value shall be set annually by ANRE and may be revised every six months. 

The cogeneration contribution shall not be paid for: 

· the consumption of electricity supplied directly from the production of a plant (from the plant’s bars) irrespective of the production technology and efficiency used;

· own technological consumption of the electrical transport and distribution networks (network losses); 
· indirectly (with full reimbursement, ex-post, to importers which paid the amounts), the consumption of Romanian end consumers covered by electricity imported from other EU Member States and certified by guarantees of origin as produced in high–efficiency cogeneration.
Within the short period since the implementation of the aid scheme, the level to which favourable conditions for long term stable investments were established could not be estimated – in 2011 new cogeneration capacities of approximately 60 MWe were commissioned taking into account the fact that the electrical high-efficiency cogeneration capacity has a total value of approximately 1 900 MWe (which is less than half of the electrical capacity installed in cogeneration plants currently existing in Romania; most of such plants have overdue operating life while 80% of them are used exclusively for urban central heating).

Considering the targeted sectors, preponderance in the urban central heating sector is notable.
If, in 2012, no significant positive trend is registered in the cogeneration investment sector, the possibility of taking the necessary measures to notify the European Commission on the intention of modifying certain particularities of the approved aid scheme shall be under consideration. 

Other measures:

· As another aid measure, we would like to mention the allocation of greenhouse gas emission allowances from the reserve of joint implementation projects (Joint Implementation) for certain cogeneration projects provided for in the National Allocation Plan for Greenhouse Gas Emission Allowances and the granting of a greenhouse gas emission allowance bonus for cogeneration installations with a minimum overall efficiency of 65%.

· Within the green certificate promotion system, an additional green certificate (in addition to green certificates obtained for the production of electricity from renewable sources) shall be granted for cogeneration plants using biomass and for electricity produced in high-efficiency cogeneration; such certificates may be traded for EUR 27 – 55/CV, these price limits shall be subject to annual indexation depending on the Euro area inflation rate. 

· Furthermore, the legislative and regulatory framework provides for the priority access to the network for the electricity produced in micro-cogeneration plants (Pi < 50 kWe) and in low power cogeneration plants (Pi < 1 MWe) while cogeneration plants with Pi ( 1 MWe shall be guaranteed access to the network for quantities of electricity covered by the aid scheme and contracted on the competition market or based on purchase related obligations. 

Q11. How much money on a yearly basis has been provided in this way in the past years to the promotion of high-efficiency cogeneration in particular? And how much money is expected to be made available on a yearly basis to the promotion of high-efficiency cogeneration in the coming years?

R11. In the period April – December 2011, in the bonus aid scheme, the cogeneration producers were allocated the approximate amount of RON 580 million (the equivalent of approximately EUR 135 million).

According to the calculations performed for the notification of the European Commission on the bonus aid scheme, the total budget for the entire scheme duration was evaluated at approximately RON 17 233 million (the equivalent of approximately EUR 4 103 million). However, the value depends on the dynamics of the occurrence of new cogeneration installations and the demand for useful heat allowing the production of electricity in high-efficiency cogeneration.
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