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Observers and stakeholders are unsure whether recent energy sector developments in Moldova constitute
progress or backsliding. Some reforms are underway, such as the unbundling of gas monopoly Moldovagaz,
but other recent steps cast doubt on Chisinau's commitment to energy market liberalization, escaping Russian
energy dominance, and anti-corruption imperatives.

Moldova, one of the world"s most energy insecure countries, has been relying on foreign assistance to meet its
energy needs since gaining independence in 1991. Entirely reliant on oil and gas imports, and upon a single
power plant problematically situated in the Kremlin-controlled separatist region of Transnistria, the country
has been plagued by energy sector corruption, vulnerability, and structural impediments.

Russia has long been accused of taking advantage of this predicament, most recently in September 2023 with
targeted cyberattacks against Moldovan energy companies. Russia's majority ownership, via Gazprom, of
Moldova's state-owned gas monopoly Moldovagaz, has aso certainly not helped Chisinau steady itself. But
neither has Moldovan leadership shown a consistent commitment to energy sector reforms.

Under the country"s Western-supported President Maia Sandu, there have been some signs of long-awaited
energy sector improvements. This is much to the relief of Western stakeholders, such as the European Energy
Community Secretariat (ECS) and US government agencies including the US Agency for Internationa
Development (USAID). Western governments collectively donated over $1 billion to Moldova in 2022 alone
and would like to see areturn on their investment.

Positive developments include progress on the unbundling of Moldovagaz, which Moldova first agreed to
complete 13 years ago when it acceded to the EU Energy Community Treaty in 2010. This process was to be
completed in 2016, but the original deadline was subsequently extended to January 2020 and then February
2021. In 2021, the ECS brought infringement proceedings against Chisinau because the unbundling of
Moldovagaz still hadn't taken place.

Chisinau also recently completed an audit of Moldovagaz to assess whether $800 million of purported debts
clamed by Gazprom had any basis. The audit concluded that the alleged debts were the result of bogus
accounting shenanigans by the Russians. For a country widely regarded as among the poorest in Europe,
wiping clean a $800 million debt is a very important development that could allow for gas market
restructuring and reform.

Another promising sign is Chisinau's recent courtship of renewables investors. Handicapped by its reliance on
a lone power plant in Transnistria, Moldova desperately needs alternate power generation capacity or green
electricity. The country has good wind and good enough solar potential to supplement its energy mix with
renewables; the necessary amendments to its power sector laws should soon be enacted that will permit the
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construction of grid-scale battery storage capacity with which to regularize the use of renewables generation.

There are a number of troubling recent developments in Moldova's energy profile that leave observers in
Western governments and think tanks, as well as private investors in the energy sector, wondering whether the
country is actually de-liberalizing its energy sector.

Emergency orders instituted after Russia's full-scale invasion of Ukraine and the resulting global energy crisis
have made it possible to allow for continued Russian natural gas imports, to restrict broader market access, to
consolidate all gas supply in Moldovagaz, and most recently, to sign a gas import contract with Turkish
suppliers of Russian gas. Many observers are concerned that this last development is at the very least an
opportunity for corruption, if not in fact a kickback scheme.

Undermining Moldova's claim to have stopped using Russian gas, the new Turkish supply from BOTAS will
be coming from Russia through the Turkstream pipeline. BOTAS, which signed an agreement with brand new
Moldovan company East Gas Energy Trading, has begun supplying two million cubic meters of gas per day
from October 1, 2023. At the same time, Moldovan Energy Minister Parlicov announced on September 21 that
Chisinau will not stop importing Russian gas for Transnistria.

When pressed about these apparent steps backward, Moldovan Energy Ministry officials have cited the need
for energy security. However, they have been unable to explain how favoring Russian gas sold through Turkey
or directly from Gazprom was necessary when Western supply companies aready operating in the region, in
some cases even in Moldovaitself, were ready to import through Romania or Ukraine.

One company, Energy Resources of Ukraine (ERU), a well established US gas trader in Eastern Europe, has
been waiting over a year for Moldova's energy regulator, the National Agency for Energy Regulation
(ANRE), to alow it to apply for a license to import gas. When contrasted with the BOTAS contract and its
justification, examples like ERU"s situation have raised concerns over possible corruption in the energy sector.
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