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Hungary, along with many other countries in Central 
Europe, has had high hopes with regards to the functio-
ning of the European markets, and joining the European 
Union. The same applies in the case of the field of energy.

The expectations also had somewhat idealistic elements,
such as: achieving levels of infrastructure development typi-
cal for Western Europe; reducing the prices of the energy
market – based on ‘the market solves everything’ approach;
and with the help of competitiveness, within a lifetime, the
quality of living for Central European people would catch up
and match the levels seen in the developed countries of the
EU. These expectations were far too idealistic, with most ▶
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CEO’s EDITORIAL

Marcin Bodio
CEO, CEEP

This issue of the CEEP Report presents you with a
comprehensive analysis of the effects that the ETS 
mechanism has upon the European energy sector
and energy-intensive industry. We are glad to welcome
the EU’s freshly announced ’winter package’ leading
to increased gas security.

The European integration project has been built on some
bold visions. Yet, visions make sense only if they are being
transformed, step by step, into reality. That is also true of
energy security, which is the central issue for CEEP members.
The vision set out in this area is clear: let us make sure we can
provide secure, sustainable, competitive, and affordable ener-
gy for every European. This is what we call a resilient energy
market.

With the ‘winter package’, presented by the European
Commission, we are a step closer towards making that vision
reality. We agree that the diversification of energy sources
and suppliers is a key means of improving the EU’s energy
security. Exploring new supply regions for fuels, searching for
new technologies, developing indigenous resources further,
and improving infrastructure to access new sources of supply
are also key elements that will contribute to the goals of increa-
sed diversification and security of Europe’s energy sector.

Yet, to make the EU energy market truly resilient, we
need tangibles. For the Central European energy sector and
energy-intensive industry, this would equate to reforming
the ETS mechanism, as well as dropping the MSR concept. In
its current form, the emissions trading scheme puts at risk
the viability of a number of the EU’s industry sectors, such as
steel, chemical, fertilizer, and refining. That is why reforming
this mechanism is vital to putting the EU ‘back on track’ in
terms of the growth of jobs and investments.

As an industry body, we do not accept the constant loss
of competitiveness of the European economy. We call for ful-
filment of the basic principle of the Lisbon Treaty, which
states that the EU should implement policies ensuring
advances in economic integration. With the ETS in mind, this
aim is almost impossible to be reached within a predictable
future. Therefore, in our position paper, we present a number
of ETS reform proposals. We believe these are the real
tangibles that Europe needs in order to safeguard its energy
and climate security.

We are now going to work hard on making a ‘to do’ list,
within these proposals, for the EU’s decision-makers. We
realise this is a huge challenge. Our mission is, therefore, to
present the facts that speak for themselves. That is what you
find in all CEEP materials, so take time to have a look at the
position paper on ETS. It is a truly inspiring read for all of
those who really aim at making European energy secure, sus-
tainable, competitive, and affordable. ■

Tangibles for the energy sector 
and energy-intensive industry
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people believing that all the good shall just ’fall into their
laps’ without ever having to do anything for it, or very little,
as they expected the EU to come to their aid.

After the change of the Hungarian political regime, the
economic realities bit deeply, providing a couple of unexpec-
ted and bitter experiences for the Hungarian energy market
and national consumers. As a result of the privatisation pro-
cess, whole industries disappeared in the 1990s, only to re-
emerge in new European guises, with their products being
sold at much higher prices. In the meantime, unemployment
rates increased, slowly (and in some places, not so slowly)
impoverishment spread, and inflation was hard to contain.

Electricity companies also fell prey to privatisation, as the
vulnerable state guaranteed extra profits for the owners of
these companies, which not only did not cause a drop in
prices, but further increased the costs for end-consumers.
This was the situation at the end of the last decade, which
was further exacerbated by the recession, and masses of
people indebted in CHF, quickly became desperate.

At its formation in 2010, the second Orbán government
had to face up to the fact that more and more Hungarian
households had become indebted to energy utilities. Howe-
ver, hard the government tried, it could not solve the situa-
tion: failing in its negotiations with the utilities; and failing to

turn the consumers into reliable, paying customers. All the
recommended solutions simply increased debts and consu-
mer prices. The ever increasing costs pushed families further
and further into a downward spiral both on the gas market,
as well as on the electricity market, without a chance to break
out of them. Direct governmental intervention became inevi-
table.

Whilst the government made serious efforts to fulfil the
expectations of the European Union, in regard to security of
supply, disappointment was not far away. As more and more
models had been developed from the operations of the
European market and those markets in the vicinity of
Hungary, it had become painfully clear, that Hungary’s
under-developed energy infrastructure meant an unbridge-
able disadvantage with the global economic competition. In
terms of its east-west oriented gas supply system; the prac-
tically non-existent diversification options; and the dead-end
structure of several neighbouring countries and markets,
Hungary was unable to achieve changes on its own.

In part, Hungary needed a significant alternative source,
or at least a new route, to improve the internal structure, and
to develop cross-border capacities suitable for two-way
trading. Looking through the priority lists of European energy
network developments, comprised by the European Com-
mission, it became clear, that what was a priority for Hungary
– the first time development of an alternative system – ▶
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would be a fourth or fifth such alternative route, besides the
already existing N-S, or W-E, E-W routes of some Western
European markets. Furthermore, the analyses showed that
of the presently developed infrastructure, neither of the
markets determining the prices, were located in the Eastern
region of the European Union. Thus, Hungary is predestined
to lag behind for long decades – and the cost of this, shall be
paid by the Hungarian consumers and economy. Such a
national economy, which joined the European Union readily,
had been promised: „equal paths, equal opportunities”.

Naturally, competitiveness may suffer in these markets,
so, it is reasonable that state interventions are sometimes
necessary for the best interests of the market participants,
and end-consumers. The second Orbán government achie-
ved significant results, with regard to decreasing utility costs,
and nowadays, the third. Orbán government continues the
work of its predecessor.

It increases the security of supply of the region, and
works to reduce drawbacks. The country is in dire need to
maintain its security of supply, in order to retain the diversity
of its energy-mix. More than one third of the electricity
consumption of Hungary is provided from imports – which
occurred the last time at the end of the socialist regime -
whilst a substantial amount of the imports arrives through a
politically unstable region. The chance of an emergency
situation developing is further increasing, just as the chances
for its successful mitigation diminish. The options for the
utilisation of our national lignite sources - as an inherent,
stable, internal source – are hindered by climate policy
objectives, and the progress of nuclear energy could be said
to be subject to the fancy of the EU.

From a Hungarian point of view, the so-called “national
sovereignty competence” is bleeding from a thousand
wounds. The market of renewables – with special market dis-
tortions and support – is fast increasing, just as the security of
supply is in tatters. At the periphery of the European Union,
burdened with dead-end networks, a regional failure is ine-
vitable, , until the market puts a price on security of supply.
However, the market will not do that willingly.

At this point, the need to take advantage of opportu-
nities, hidden in regional co-operation, have come to the
fore. The second Orbán government carried out several such
market development initiatives, which aimed at the elimi-
nation of gaps between the central and peripheral regions of
the EU. Based on the National Energy Strategy issued in 2011,
and the „nuclear, carbon, green” approach, first the Hunga-
rian-Slovakian-Czech electricity markets, then the gas mar-
kets, have been joined, with the result that commercial prices
balanced out in all three markets overnight. Trading in the
related gas and electricity markets has increased, which also
encouraged price drops. Romania has also now become a
part of the joined markets, which proves the success of the
previous efforts Nevertheless, further steps are necessary.

At the end of 2011, and the beginning of 2012, a new
need arose, namely that regional collaboration would be
needed to promote the co-operation of the joint countries.
The management of CEEP carried out several bouts of nego-
tiations with the Hungarian Ministry of National Develop-
ment and with Hungarian electricity companies, to develop a
lobby for the industry at the European level. Some decision
makers stood up for these initiatives, and attempted to
convince national companies of the importance of asserting
their interests, together. Others put their faith in establishing
their own lobby organisations.

The questions have been, and still are, the same:
▪ Is an EU-level lobby organisation necessary? (The answer

is in favour from the Baltics to the Bosphorus);
▪ Are we capable of establishing such an organisation?

(The answer may be partially positive, as the Visegrád
Four shows that regional co-operation works well. Howe-
ver, in this case, the scale is somewhat larger - in effect,
the energy markets and lobbying of EU-11 countries);

▪ If other options arise, due to the lack of capabilities or
willingness, would CEEP be suitable to fulfil that role? (We
shall look at the answer partially from the Hungarian, and
partially from the organisation’s point of view).

From the organisation’s point of view, the logical path of
development would be step by step, instead of explosively,
to avoid an internal collapse, due to a badly considered
expansion. In regard to Hungarians, the answer is given in
the National Energy Strategy: the expansion of the utilisation
of nuclear energy until the end of this century; and the utili-
sation of available, and reliable, national lignite resources,
besides increasing renewables.

If CEEP could sufficiently lobby for nuclear energy for all
the aforementioned EU-11 countries – in parallel to the utili-
sation of national coal resources with ‘clean’ coal techno-
logies - the representation of the region in the EU’s legislative
process would significantly improve.

This would not be the first professional co-operation in
the region, as experience exchange among the Czech, Slova-
kian, Hungarian and Finnish nations, has been successful
within the VVER-club. Nonetheless, professional experience
exchange is different from political co-operation, which still
requires a strong professional basis for its feedback, which
may serve as a platform for using other political means to
clarify problematic areas.

On my behalf, I would encourage both CEEP, and the
energy industries of all EU-11 countries, to jointly and co-
ordinately step up in politics, and to explore the overlaps in
our respective national interests. Operationally, the target
countries shall be defined, as well as the formal framework
for the internal functioning of different areas. I am convinced
there shall be volunteers. I am also certain, that with the help
of effective and co-ordinated lobbying, the energy markets
of the most recent countries to join the EU, will be able to
bridge the gaps faster, both in regard to infrastructural
developments, and the operation of those markets. ■

I would encourage both CEEP, 
and the energy industries of all 
EU-11 countries, to jointly and 
co-ordinately step up in politics, 
and to explore the overlaps in 
our respective national interests
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Jan Jujeczka
Spokesperson, CEEP

The European Commission presented a set of proposals
for new regulations, aimed at strengthening the EU’s 
energy security. The so-called ‘winter package’ has been 
designed to safeguard the security of gas supply, map
out the strategy for LNG supply and storage, bolster the 
position of EU institutions in the process of negotiating 
gas contracts for Member States, and define challenges 
related to heating and cooling.

The goal of a resilient Energy Union, as set out in the
framework strategy of last February, is to give EU consumers
secure, sustainable, competitive and affordable energy.
According to Maroš Šefčovič, Vice-President of the European
Commission, responsible for Energy Union, this will require a
fundamental transition of the European energy landscape.
“The Energy Union strategy, launched one year ago, promis-
ed to provide all Europeans with energy which is secure,
sustainable, and competitive. The ‘winter package’ focuses
on the security of our supply, but touches upon all three
overarching goals. By reducing our energy demand and
better managing our supply from external sources, we are
delivering on our promise and enhancing the stability of
Europe’s energy market,” Vice-President Šefčovič stated.

Key drivers of energy security are the completion of the
internal market and more efficient energy consumption, but
the EU's energy security is also closely linked with the energy
policy choices of its neighbours. At the ‘winter package’
presentation, the Commissioner for Climate Action and
Energy, Miguel Arias Cañete, recalled the gas crises of 2006
and 2009, which left many millions out in the cold. “We said:
‘never again’. Yet, the stress tests of 2014 showed we are still
far too vulnerable to a major disruption of our gas supplies.
And the political tensions on our borders are a sharp
reminder that this problem will just not go away. Our pro-
posals are about a reliable, competitive and flexible system,
in which energy flows across borders and consumers reap
the benefits,” he underlined.

The ‘winter package’ should be seen as a reaction to mac-
roeconomic and geopolitical challenges that the European
Union is facing these days. The EU is responding to these
challenges by enhancing its internal market, diversifying the
supplies of strategic resources, especially liquefied natural
gas, and increasing the transparency in trade relationships
between suppliers and consumers of energy resources.
According to Marcin Bodio, CEO of CEEP, the ‘winter package’
is a step in the right direction. “The key thing that it recog-
nises is the role of transmission infrastructure in the process
of strengthening of the energy security. This is especially im-
portant when considering the new strategy for LNG supply
and storage. CEEP has been calling for the European Commi-
ssion to adopt such a document,” Mr. Bodio commented.

The common goal of the EU institutions and industry
organisations, such as CEEP, should be to allow a level play-

ing field of LNG-access for all Member States. This demands
prioritising infrastructure projects in Central Europe which
will impact upon enhancing the LNG receiving facilities, inter-
connections and reverse flows. Bogdan Janicki, Senior Advi-
ser at CEEP, believes that an important component of this
plan should be the North–South Corridor. “The task of the
Corridor is to integrate key infrastructure projects, including
the existing and planned LNG terminals, from the Baltic to
the Adriatic, and ultimately to the Black Sea. It is only through
a holistic approach to infrastructure – on both EU and regio-
nal levels – that we may reach the security of supply of stra-
tegic energy resources,” Mr. Janicki stressed.

The ‘winter package’ stands the chance of bringing toge-
ther the continent’s energy systems. This, in turn, is expected
to reinforce the security of supply of strategic resources, and
reduce the differences in prices, which largely result from the
various ways that Member States are being treated by domi-
nant gas suppliers. Yet, we need to remember another major
factor, which impacts upon energy prices in the energy-
intensive industries, namely the emissions trading system
(ETS). This refers especially to the market stability reserve
(MSR) mechanism, which foresees the maintenance of high
prices of CO2 (EUA). This mechanism is supposed to be in
force in the Euro-pean Union in 2019. Experts are agreed that
it may lead to the European economy further losing its
competitiveness, when compared to such countries as the
United States, Canada, or Australia, whose emission levels are
twice as high as those in the EU. ■

The EU’s winter package – a chance
to boost energy infrastructure and raise 
the level of LNG supplies in Europe

Regions for the preparation of risk assessments
and plans at regional level

Source: http://europa.eu/rapid/press-release_MEMO-16-308_en.htm
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1. Introduction
The Paris Agreement has shown that the EU’s proposal to

decrease CO2 emissions by 40% by 2030, from 1990 levels,
was the most ambitious pledge made at the Summit. This
means that the other industrialised countries, such as the US,
Canada and Australia, are lagging behind the EU’s ambitions,
as well as the emerging powers, notably China and India.
If we translate the pledges into emissions per tonne per
capita, then in 2030, we can expect below 5.0 tonnes in the
EU, whilst in the US nearly 12 tonnes. Why should we be so
ambitious and accept a constant loss of competitiveness and
not fulfill one of the basic principles of the Lisbon Treaty,
which states that the EU should implement policies ensuring
advances in economic integration?

As Eurostat shows, the distance between the EU-15 and
EU-11 (GDP per capita) has practically not changed during the
last 10 years. As figures indicate, a 1% increase of GDP per
capita in the EU-15 is equal to 3.1 % in the EU-11. If the ratio
is 1% to 4%, the chance to catch-up will take 40 years. This is
our real European problem requiring immediate attention, as
new investments are desperately needed in the EU-11.

The revision of the EU Emissions Trading Scheme (ETS) is
highly important for the Central European energy-intensive
industries (steel, chemical, refining, etc.) and crucial in deter-
mining how the EU aims to combine its agenda on growth, jobs
and investments with climate and environmental policies.

For example, in its current form, the proposal puts at risk
the viability of the steel industry in the EU, which has been
recognised, even in the Commission’s own impact assess-
ment, as one of the four to five sectors at very high risk of
carbon leakage, due to its high exposure to international
trade and its carbon intensity.

A level playing field is urgently needed with the global
competitors and in order to safeguard a long-term operating
perspective in Europe; this can at the moment only be done
with a robust carbon leakage protection against direct and
indirect carbon costs. In this sense, the revision of the ETS
Directive should provide the legal certainty that sectors at
high risk of carbon leakage – like steel, chemical, fertilizer and
refinery industries – receive truly 100% free allocation and
offsetting of indirect costs in all member states, at the level of
the 20% most efficient installations.

2. The EU’s success in reducing emissions
The goal to decrease CO2 emissions in the EU by 20%, by

2020, was already achieved in 2013. In 2014, according to the
published figure (see: COM(2015)572 final), emissions decre-
ased by more than 23%. Our calculations show that by 2020,
if we assume a conservative trajectory, it will reach a level of
more than 26%. This is a splendid result, which increases the
likelihood that the goal of 40% for 2030 will be achieved.

Below, you can find a graph illustrating the price of allo-
wances (EUA) in Euros, as well as a decrease of CO2 emi-
ssions. This shows that the higher price mechanism of the
EUA is not necessary in terms of achieving the EU’s goals.

Implementation of new technologies and innovations,
including RES development and growing energy efficiency, is
the driving force behind emissions reductions in Europe. This
reduction effort also clearly indicates that a high CO2 price,
driven by market intervention in the EU ETS, such as back-
loading and MSR (Market Stability Reserve), is absolutely not
necessary for the achievement of the EU’s emissions reduc-
tion targets planned for 2030. They are also not serving the
further development of industry, especially in the EU-11
countries, also referred to as “lower-income Member States”.

3. ETS linear reduction factor
The currently discussed EU ETS revision led to the Com-

mission’s proposal to increase the linear reduction factor for
the 2021–2030 period – from 1.74% up to 2.2% p/a.

The adopted measures in the EU concerning ETS lost
their relevance through a dynamic decrease of GHG emis-
sions. The linear reduction factor for the decade, 2020–2030,
went up from 1.74% up to 2.2%, whereas, as indicated in
point 2, assuming that by 2020, the decrease would reach
more than 26%, leaving even less than 17% to be secured in
the ETS sector. Therefore, the linear reduction factor for the
ETS sector to achieve 43% in 2030, should be established at
the level of approx. 1.7% from today’s perspective. There is a
great probability that, if we review the situation in 2018, this
factor will have to be reduced further. Anyhow, we are of the
opinion that such a linear reduction factor is not actually
needed at all.

4. The cross sectoral correction factor
As we always pinpoint, the situation differs in particular

sectors of industry, and below, please see the steel and
fertilizer industries as examples.

4.1. Steel industry
The cross sectoral correction factor should be avoided by

increasing the free allocation share to at least 50%. Unused
allowances from the third trading period, as well as allo-
wances from the Market Stability Reserve, if any, should also
be used to avoid it. If best performers still face a shortage, the
available free allocation should be distributed in a way that
ensures that sectors at a “high risk” of carbon leakage receive
100% free allocation.

Benchmarks need to reflect the actual performance of
best performers in recent years, based on real and consistent
industry data, and set at the level of the 20% most efficient
installations. No linear reduction should take place nor ▶
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changes during the trading period, in order to grant opera-
tional certainty. The data collection and processing should
also be transparent, involving industry in all steps.

Indirect carbon costs passed through in electricity prices
to electro-intensive industries at risk of carbon leakage, like
steel, should be fully offset through harmonised and trans-
parent rules in all member states, preferably through free
allocation based on realistic benchmarks.

4.2. Fertilizer industry
As for the fertilizer industry, it is imperative that any use of

correction factors to reduce annual allowances or benchmark
levels should be abandoned. In the production of fertilizers,
natural gas is used to produce ammonia. Most of the CO2
emissions from chemical processes (2/3) in the fertilizer
industry are associated with the use of natural gas as a raw
material, and not, as for example – with heating. Further the-
oretical emissions reduction becomes technologically very
limited or impossible, that is why 100% allocation of free allo-
wances should be provided.

Benchmarks should reflect achievable technological pro-
gress – it must be recognised that ammonia production based
on natural gas will remain the main production process for
years to come, until 2050 and beyond. Differentiation
proposed by the European Commission is going in the right
direction, but it is not enough. The correction factor of 0.2%
for benchmarks should be used if the actual achievable emi-
ssion reductions are much lower than 0.5%. Any general cor-
rection of free emission allowances should not be done in a
uniform manner, but should vary in the way that sectors of
the highest carbon leakage risk were exempted from the cor-
rection factor.

5. Compensation mechanisms (art. 10c and art. 10d)
In October of last year, the European Council adopted its

conclusions on the 2030 Climate-Energy policy framework,
which also included provisions of compensatory mecha-
nisms – (1) a derogation from full auctioning for power gene-
ration, and (2) the Modernisation Fund – for Member States
with a GDP per capita below 60% of the EU average.

These mechanisms are designed to decrease the eco-
nomic burden of energy transition towards a low-carbon fu-
ture, particularly in new Member States, with relatively higher
modernisation needs. European Council conclusions with re-
gard to compensatory mechanisms are particularly aimed at:
▪ Limiting electricity price increases in eligible Member

States – the derogation mechanism is intended to moder-
nise power generation, whilst limiting the impact of asso-
ciated costs on electricity prices.

▪ Financing of energy transition – the Modernisation Fund
should enable eligible Member States to obtain additio-
nal funding for investments in energy infrastructure and
clean technologies, which will be particularly high in
those countries with a high share of fossil fuels in the
energy mix. The European Council’s conclusions were clear
that the selection of projects to be financed from the Mo-
dernisation Fund should be in the competence of bene-
ficiary Member States with the involvement of the EIB.
Meanwhile, the draft ETS Directive, published by the

European Commission on the 15th of July, 2015, substantially
modifies the conclusions of the European Council and the
spirit of the agreement.
▪ The derogation for power generation can no longer be

considered a compensatory mechanism – the Commi-

ssion’s proposal completely changes the current system
of balancing the market value of free allocation of EUAs
with undertaken investments. National Investment Plans
are proposed to be substituted by an open bidding
process in terms of selection of larger (above EUR 10 mil-
lion) investments eligible to account for free allocation.
The notion that in the post-2020 period all eligible
investments would have to meet a restrictive incentive
effect definition and be chosen through an open bidding
process, creates a risk that free allowances will not contri-
bute to containing electricity price increases, because
their value will have to be automatically transferred to
specially dedicated investment projects. Therefore, this
mechanism would no longer ease the cost burden on
eligible power generators, resulting from high ETS com-
pliance costs, due to historic dependence on car-bon-
intensive fuels – and the resulting impact would be bor-
ne by end consumers. This is not acceptable for socio-
economic reasons. Some of the eligible Member States
already have very high electricity prices in terms of PPS.
For Member States eligible for a derogation, the electri-
city price effect is critical, and this mechanism needs to
have a real impact on the minimisation of price increases
associa-ted with increased CO2 emissions reduction
targets post-2020. In this scenario, proposed by the
Commission, the derogation option is no longer a value
added and it would make more sense to select full auc-
tioning, with dedicated revenues going to support invest-
ments in power generation.

▪ Beneficiary Member States, eligible for financing from
the Modernisation Fund, may have a limited role in pro-
ject selection. Current EC proposals result in larger Com-
mission and EIB control over the Fund through a newly
designed body – the Investment Board and Management
Committee. The Commission, the EIB and non-beneficiary
Member States have proportionally much higher control
over the project selection process than envisioned in the
European Council’s Conclusions. The European Council
decided that the beneficiary MSs should be in control of
the Fund “with the involvement of the EIB”. There is no
mention of the Commission or other Member States, as
the Lisbon Treaty gives Member States full sovereignty
over formation of their energy policy and choice of ener-
gy mix. Therefore, beneficiary Member States know best
which types of investments and technologies are most
suitable for financing on their territories, in accordance
with their specific national circumstances – but taking
into account the importance of the contribution of these
investments to realising the EU’s 2030 CO2 emissions re-
duction targets.
Therefore, in order to fully reflect the decision of Heads of

Governments and States, it is indispensable to:
▪ Re-introduce the National Investment Plan framework

for larger projects for MSs preferring this solution over
open bidding.

▪ Move away from a strict “incentive effect” definition –
this effect should be defined as investment undertaken
from 24th October, 2014 – as this was the first date
(after the adoption of European Council conclusions)
that investors obtained legitimate certainty that free
allocation will continue after 2020.

▪ Give a decisive competence over the Modernisation
Fund management to beneficiary Member States – and
by doing so, fulfill the decisions of the European Council,
in accordance with the energy policy sovereignty princi-
ple under the Lisbon Treaty. ▶
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6. Member State’s right to determine its own energy-mix
The EU ETS regulatory framework should be shaped in

accordance with a Member State's right to determine the
conditions for exploiting its energy resources, its choice
between different energy sources and the general structure
of its energy supply (Art. 194 TFEU). The meaning of the
Member State’s energy rights cannot be undermined by the
secondary legislation measures. It must be taken into
account not only for the purpose of further CJEU litigation
but primarily to respect the balance between the EU’s and
Member State’s competences in the energy field. The EU’s
legislation should be changed in this respect.

For some countries, such as Poland, one of the most
effective ways to decrease GHG emissions, including CO2, is
to replace the old, worn, coal power plants with 30% energy
efficiency, by new ones, applying new technologies sur-
passing 46% of energy efficiency. Such investments produce
more than 15% energy savings, and more than a 30% CO2
emissions decrease. Apart from this, supporting a ‘gas policy‘,
unfortunately, can lead to a bigger dependency on the sup-
ply from outside the EU, so coal, which is an indigenous ener-
gy source, should be taken into proper consideration.

7. Market Stability Reserve (MSR)
The main reason for the introduction of MSR was a deep

concern how to achieve the EU’s 2030 goals, believing that
higher EUA prices would be the main driver to reduce CO2
emissions. However, additional measures, which support the
EU ETS goals, must be adopted in accordance with the TFEU
and TEU provisions. The MSR decision does not refer to the
right legal basis which should be Article 192 (2) (c) TFEU. It is
stated in this provision: “measures significantly affecting a
Member State’s choice between different energy sources
and the general structure of its energy supply” should be
adopted unanimously by the Council.

As market analysts show, the MSR decision will drive
carbon prices higher, to a point where it will significantly
affect the energy mix of some Member States. The above-
mentioned doubts will be challenged by the CJEU, which will
deal with the Polish complaint on the legality of the MSR
decision.

8. Carbon leakage
All sectors of industry eligible for the carbon leakage list

should enjoy 100% of free allowances up till 2030. The
measures adopted for Member States, with a GDP per capita
below 60%, are absolutely not sufficient for these countries.
We should remember that the ETS directive is not the only
one in the EU, and there are many directives, for ex. EED, RED,
FQD, IED LCPD, SOSD, etc., which either directly or indirectly
lead to a decrease in CO2, especially EED. All directives
require a tremendous amount of investment to be imple-
mented.

A fitness check performed in the refinery industry divul-
ged that almost 25% of production costs are connected with
the implementation of the directives. We may presume that,
in the other sectors of industry, these costs can be even higher.
There is no reason to create any extra costs for the industry,
due to stringent ETS regulations, when we in the EU fulfill all
our goals and satisfy our ambitions to be green leaders in the
world. This will definitely be so up till 2030, and beyond.

It is not easy to strike a balance between the interests of
energy and energy-intensive industries. We find the proposal
to determine ex-ante the share of auctioned (57%) and free

(43%) allowances as a fair compromise solution – it should
not be a subject of further discussion.

9. Climate neutrality
Thanks to the Paris Agreement, stopping deforestation

and planting new forests were factors included into the
calculations, as a means of a GHG decrease. We cannot be
indifferent to the rain forest situation, as it concerns the
forests in Europe as well. This is a very big issue in making the
world more green. To achieve visible results, countries should
spend significant resources in reversing the observed trends.
We, in the EU, should take this into consideration as well, and
acknowledge such efforts, by including decreases thanks to
forestry, into statistics concerning the decrease overall of
GHG emissions

10. Consumption-based CO2 emissions
The whole ETS system and non-ETS is built around

production-based emissions, which do not reveal the actual
global contribution to CO2 emissions. It is worth considering
what are the consumption-based emissions in each MS, for
assessing the scope of possibilities for development of the
EU’s industry, contributing to global mitigation of CO2, as
technologies applied in the EU, are emitting less CO2 than
the overwhelming global majority.

11. Conclusions
▪ The ETS should be reformed, as proposed above, the MSR

concept should be dropped but this measure needs
unanimous approval in the Council.

▪ Each industrial sector eligible for carbon leakage should
receive free allowances up to 2030, to the extent which is
necessary to deal with the negative impact of the EU ETS.
The balance between auctioned EUA’s (57%) and freely
allocated allowances (43%) should be respected.

▪ The balancing of the market value of free allowances with
modernisation investments should be based on National
Investment Plans, with the incentive effect defined as the
investment undertaken from 24th October, 2014. Impro-
vements of current NIP schemes should be envisaged to
better address the diversification purposes, such as inclu-
sion of RES investments in the plan.

▪ The climate neutrality indicator (point 9) should be intro-
duced into EU statistics, as a real GHG decrease by a
Member State, starting from 2017. Same concerns consu-
mption-based CO2 emissions.

▪ The Modernisation Fund framework should respect the
leading role of the beneficiary Member States, with the
coordination provided by the European Commission and
a strictly advisory role for the European Investment Bank.

▪ More EU funds for new technologies and innovations should
go to those Member States, where GDP per capita is below
60% of the EU average – e.g. from the Innovation Fund.

▪ Each Member State should be allowed to shape its ener-
gy-mix, and be regarded as eligible for financial support,
whilst the EU’s co-legislators have to respect that right.

▪ The next review of the EU GHG emissions should be con-
ducted by the end of 2018, and new measures, adjusted
to the situation, should be implemented.

▪ A healthy energy-intensive sector benefits the envisaged
European circular economy and EU society as a whole. The
EU’s policies play an important part in fostering this, whilst
fully reaching its environmental and climate goals. ■

Marcin Bodio, PhD
CEO, CEEP
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Fred H. Hutchison
Executive Director, LNG Allies

Ambassadors from Croatia, the Czech Republic, Latvia,
and Lithuania, as well as the Deputy Chief of Mission
from the Polish Embassy, recently explained why their 
nations continue to be supportive of measures that would 
expedite U. S. LNG exports. Fred H. Hutchison, Executive 
Director, LNG Allies, gathered their statements, for the 
benefit of the CEEP Report. 

Ambassador Petr Gandalovič, the Czech Republic: The
United States has just taken an important step with regard to
energy markets. On the 18th of December, the U.S. crude oil
export ban was lifted, which should help improve global
markets over the long-term. The same applies to LNG. We
welcome new, independent sources on the market – espe-
cially those not governed by political, but rather business
priorities. The Czech Republic has experienced many situ-
ations, where we realised that it was not only important to
diversify pipelines and routes of distribution, but also sources
themselves. This applies to the situation of LNG from the U.S.

“We fully support the bill that is currently in the Senate,
and that’s not a new position for us. I would remind you that
the V-4 [Visegrád-4] countries sent a letter to the congres-
sional leadership, two years ago, supporting the first attempts
to liberalise U.S. LNG exports. So, this is our consistent policy,
and I am happy to confirm that this policy priority continues”.

Ambassador Andris Razāns, Latvia: Latvia is one of
those countries in the Baltic region, that until now, has been
fully dependent upon Russian gas. Of course, things are
changing, and this is an extremely important year for my
country. We are very close to creating very clear conditions
on the ground for the liberalisation of our gas market.
Hopefully, that should be accomplished by the end of this
year. Already, our Parliament is considering important amen-
dments in our energy law. Those amendments will be posted
very soon, and at that moment, the legal basis for the gas
companies operating in Latvia, will not differ from anywhere
in the European Union. So, Latvia, will depart from the period
of time, when we had a special derogation agreed with the
EU, which gave the right for a single monopolist to operate in
Latvia. In effect, we will be opening access to our gas storage
and transmission infrastructure for third parties – for any com-
pany that would like to come forward and work in Latvia.

We will separate the ownership rights between compa-
nies that sell gas, and companies that are in the business of
transmission and storage. We will, therefore, be fully comp-
liant with all EU laws, at the beginning of next year. This will
create a very critical moment for my country, providing new
opportunities, and opening the way for a fully functioning
and transparent gas market throughout the Baltic region, as
long as all missing infrastructure within the region is built.

“By around 2020, the region should have a very different
shape, when it comes to a fully functioning gas market,
which will create great opportunities, not only for Baltic
businesses, but also for American companies, that would like
to be more active in Europe. Latvia stands ready to do
everything necessary to facilitate such market conditions”.

Ambassador Joško Paro, Croatia: Croatia has a new go-
vernment that is facing the LNG import issue squarely. It has
made accelerated construction of the LNG terminal on Krk
Island, its top priority. I hope that, after many years of delays,
we will soon be on our way to get this project working. That
is one element in our thinking. The other element is that the
new government also has a very clear picture about the
strategic necessity of connecting the Baltic and Adriatic re-
gions, in both infrastructure and political terms. In the last six
months, our President has worked hard to bring together all
of the countries along that Baltic-Adriatic axis. She has been
in Warsaw, for example, where she met very keen Polish part-
ners. Moving on, the intention is to have a meeting in June of
the political leaders along the axis. This is a very important
development that complements the European Union’s LNG
strategy. These are very timely initiatives, especially when we
observe recent developments in the relationship between
Russia and Turkey, and when we consider the potential for
diversifying the energy supply of South-Eastern Europe. ▶

Continuing international interest
in U.S. LNG Exports

By around 2020, the region 
should have a very different 
shape, when it comes to a fully 
functioning gas market, which 
will create great opportunities, 
not only for Baltic businesses, 
but also American companies

Andris
Razāns
Latvian Ambassador
in the United States

The Czech Republic has 
experienced many situations, 
where we realised that it was 
not only important to diversify 
pipelines and routes of 
distribution, but also sources 
themselves

Petr 
Gandalovič
Czech Ambassador
in the United States
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“I also believe that there is a need to accelerate – or to
make it easier – for U.S. LNG companies to export to the non-
FTA [Free Trade Agreement] countries. Furthermore, I believe
that countries on the Baltic-Adriatic axis should continue
working together in that regard”.

Ambassador Rolandas Kriščiūnas, Lithuania: There
have been, for many decades, no links between the region
and the rest of the EU, not just in gas, but in electricity as
well. Now, we have two electric transmission lines built, one
under the Baltic Sea connecting us with Sweden – the so-
called Nord-Balt Link – and the other connecting Lithuania
with Poland and the rest of Europe, the so-called Lit-Pol link.
So, we are now connected to these two markets. When our
LNG import terminal began functioning in Lithuania, at the
beginning of 2015, it really became a great new story for us.
Currently, we are working to develop the gas market, and to
buy gas at the best possible available terms for us. Of course,
the LNG terminal is not just for Lithuania. It helps all of the
Baltic nations to get an alternative supply of gas.

“To connect this to the U.S., Lithuania is always suppor-
tive of any initiative to bring U.S. gas to our market, as quickly
as possible, taking into account the very practical obstacles
that stand in the way. We will always be in favour of any
measure that helps U.S. gas reach international markets,
because the United States is a very reliable partner. We are
looking forward to the fact that U.S. gas will – one day soon –
reach the shores of the Baltic countries, and it will go, we
hope, through the LNG terminal built in Klaipėda, the seaport
of Lithuania”.

DCM Maciej Pisarski, Poland: There have been some
positive developments with regard to strengthening the
energy security of our region, and the ambassadors have
pointed to some very specific projects. Of course, actions
taken by the European Union, with regard to the energy
union and other regulations, have also been very good. We
have, however, also seen some actions in the reverse
direction, and here, I would like to highlight the Nord Stream
pipeline, which is designed to by-pass the land route, to
bypass Ukraine, Poland, and other countries in the region, en
route to Germany. Frankly, in our opinion, if this project is
completed, we will only deepen the dependency of Europe
on Russian gas, not weaken it. You can see there is still a
struggle, still a debate about how to shape the European
energy market, and we are on the side of those who
advocate for greater security and lesser dependency.

We have a new LNG terminal in Poland, and this is the
main element in our strategy to gain more energy indepen-
dence. The terminal is located on the Baltic seashore, at Świ-
noujście. It has the capacity to regasify five billion cubic
meters, with an expansion to 7.5 bcm, in the second phase of
development. Last December, the first tanker docked at the
terminal, and so, it is in the process of starting operations. We
expect that normal operations will commence in the second
quarter of this year. This will give us an opportunity to gather
alternative sources of energy, and strengthen our security.

Not only Poland’s security will be enhanced. If you look at
the map and the interconnection projects that are being
developed, you will see that we have one already linking us
with the Czech Republic, and one with Ukraine – a small one,
but it will expand. We will also develop a new intercon-
nection with Slovakia, and one with Lithuania. If you analyse
these projects, you can see that they will create a much big-
ger market than just Poland, for any LNG being shipped to
us. It’s a very good situation, because it will give us additional

alternatives, and the potential for Poland to become a hub
for a bigger market. “However, we have this problem of a [U.S.]
legal condition that requires somebody to get a permit to
ship the gas. That really restrains the potential of the market.
By facilitating, liberalising, or lifting those restrictions, we can
really tap into the existing and coming potential”. ■
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Lithuania is always supportive
of any initiative to bring U.S.
gas to our market, as quickly
as possible. We will always be
in favour of any measure
that helps U.S. gas reach 
international markets

Rolandas
Kriščiūnas
Lithuanian Ambassador
in the United States

We already have a link with
the Czech Republic, and one 
with Ukraine – a small one,
but it will expand. We will also 
develop a new interconnection 
with Slovakia, and one with 
Lithuania

Maciej
Pisarski
Deputy Chief of Mission,
Polish Embassy in the U.S.

Our new government is facing
the LNG import issue squarely.
It has made accelerated constru-
ction of the LNG terminal on
Krk Island, its top priority. I hope 
that we will soon be on our way 
to get this project working

Joško
Paro
Croatian Ambassador
in the United States
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Jan Jujeczka
Spokesperson, CEEP

Poland’s flagship energy project, the LNG import terminal 
in Świnoujście, is undergoing start-up tests. The plant is 
viewed as a promise of the nation’s energy independence 
from one  dominant gas supplier. This will have a further 
impact upon the whole Baltic Sea region and all of  Central 
Europe.

The Świnoujście terminal is the only facility of this size in
the region of Northern, Central and Eastern Europe. It is now
being put through the commissioning process. The first
delivery of LNG from Qatargas reached the plant on Decem-
ber the 11th, 2015, while the second ship arrived on February
the 8th, 2016. Each delivery provided the terminal with
210,000 cubic meters of liquefied natural gas, which is equi-
valent to approximately 130 million cubic meters of gaseous
fuel. The LNG from both ships is now being used for the
plant’s commissioning. The tests of regasification and send-
out system started on January the 7th, 2016. Commercial
deliveries are expected in mid-2016, upon the completion of
technical tests and commissioning.

The plant has been designed to receive, regasify and deli-
ver, annually, up to 5 billion cubic metres of natural gas into
the Polish gas transmission system. The project consists of a
new 3-kilometre long breakwater; an unloading jetty with
one berth, which is able to unload methane carriers with the
capacity ranging from 120,000 cubic meters (conventional
vessels) to 217,000 cubic meters (Q-Flex size vessels); two
LNG cryogenic storage tanks, with the capacity of 160,000
cubic meters each; regasification facilities; and an 85-kilo-
metre long pipeline connecting the receiving terminal with
the gas grid.

As an important element of the country’s energy security,
the terminal will create an additional gas supply route for
Poland. At the moment, the country is heavily dependent
upon a dominant supplier. With an annual gas consumption
of around 15 billion cubic metres in 2015, Poland imports
almost 70 percent of this resource, out of which majority
through a Russian pipeline. The terminal’s initial capacity will
cover, then, a third of Poland’s annual gas demand. Once
increased to the capacity of 7.5 billion cubic metres per year,
it will satisfy half of the nation’s annual gas consumption. Po-
land will have gained access to the global LNG market, which
will largely improve its position in gas supply negotiations,
and extend sourcing opportunities.

Together with new gas pipelines, interconnectors, virtual
and physical reverse flow on the Yamal pipeline, as well as
underground storage capacity and domestic production, the
plant will largely enhance Poland’s energy independence.
Yet, the effects will be visible in the entire region. The ter-
minal will have a relatively high re-gasification capacity,
which is so far the largest and most advanced project, con-
tributing to the extension of LNG regasification capacity in
the Baltic region. This will not only provide scale and diversi-
fication to Poland’s domestic energy security strategy, but
also increase competition in the gas market in the whole of
Central Europe.

The Świnoujscie LNG terminal is expected to play a pro-
minent role in the process of shaping the region’s energy
evolution. According to Khalid Bin Khalifa Al-Thani, chief
executive of Qatargas, the plant will further expand LNG’s
reach into Europe – first into Poland, and thereafter, as a
gateway into the land-locked countries, in Central Europe
and the Baltic region. “We hope that our support in the com-
missioning of this newly constructed LNG receiving ter-
minal, will help to fuel sustainable economic growth and ▶

LNG terminal in Świnoujście – a new era 
of gas independence in Central Europe

The Al-Nuaman vessel with the first delivery of LNG
to the Świnoujście terminal, December 11th, 2015

© www.polskielng.pl
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development throughout Poland, Central Europe, and across
all nations along the Baltic Sea basin. The Świnoujście
terminal is a clear manifestation of Poland’s vision and com-
mitment to ensure diversified, reliable, and secure supplies of
LNG and natural gas,” he said.

Experts are agreed that – in order to be fully successful in
contributing to a substantial increase in LNG consumption in
Europe – the terminal in Świnoujście demands an additional
expansion of regional transmission infrastructure. The securi-
ty of supply of energy resources in Europe cannot be
achieved, if the European markets stay detached from each
other, with only a partial development of infrastructure. It re-
quires a holistic approach, coordinated at regional and pan-
European levels, a prerequisite of the creation and functio-
ning of the internal energy market.

An important component of this plan should be the
North–South Corridor, whose task is to inte-grate key infras-
tructure projects, including the existing and planned LNG
terminals, from the Baltic to the Adriatic, and ultimately to
the Black Sea. Thanks to the terminals in Świnoujście and
Lithuania’s Klaipeda, the Corridor and connections with Nor-
wegian gas systems would become part of a pan-European,
interconnected pipeline network. It would deliver an energy
highway, stretching from the Polish, Lithuanian and Nor-
wegian coastline to the Croatian island of Krk. The cons-
truction of the Krk facility is due by mid-2019.

The growing significance of LNG in recent years, is an
effect of the overall increase in demand for natural gas. It is
also spurred by the development of the transport possibi-
lities of LNG, especially the expansion of the methane trans-
porter fleet, and the growing price competitiveness to
pipeline gas. LNG offers flexibility of supplies, both as an
effective way of diversifying supplies, and covering peak de-
mands for gas for up to four weeks during a year. This is done
with the aid of facilities liquefying natural gas from pipelines,
or supplied by external sources, e.g. from the LNG facility to
the low-methane natural gas conversion facility, or from
transportable complex facilities. This solution is widely used
in the United States, as well as in Germany, Great Britain,
Belgium and the Netherlands.

The usage of LNG is critical when supplying gas to the so
called ‘white spots’ – customers who were previously uncon-
nected to the network. This applies both for industrial cus-
tomers, as well as small and medium towns (e.g. in Germany
and Great Britain), where fuel is delivered from LNG satellite
facilities. These facilities obtain LNG from larger liquefaction
plants. LNG is often supplied to customers, who are tempora-
rily cut off from gas pipelines, e.g. due to repair works, or
transmission network conversion.

The use of LNG enables customers to be supplied with
gas on an uninterrupted basis. The growing market is also
used as fuel for driving vehicles. LNG also supplies energy to
power and heat plants, as well as cooling and major air-
conditioning facilities. ■

ANALYSIS

Oil prices: staying low, according to the IEA
The IEA’s forecast that oil stocks will continue to grow

by 2m. barrels a day in the first quarter of 2016, and 1.5m.
barrels a day in the next 3 months, suggests that, with the
market already awash in oil, prices are likely to remain low
for the foreseeable future. The IEA also predicts that
demand growth will fall to 1.2 m. barrels a day in 2016,
down from the 1.6m. barrels a day, seen last year. The in-
ternational environmental agency concluded that weak oil
prices would be sustained by OPEC nations not cutting
output this year, Iraq reaching record levels of production
in January, Iran increasing production ahead of sanctions
being removed, and Saudi Arabia’s recent shipments of oil
having increased. (PW)

Copper – a key driver behind renewable energy?
As renewable energy globally goes from strength to

strength, becoming ever more popular, a key force behind
its development is a little-known source fueling nearly all
its’ technologies – copper. This versatile metal is essential
to renewable energy systems. Wind turbines, solar panels,
electric vehicles, efficient motors – all need copper. Its
superior electrical and thermal conductivity helps to keep
the energy systems running reliably, and connects them to
the grid. Furthermore, copper can be recycled at a higher
rate than any other metal. Copper’s usage in the renewa-
ble energy market will expand, as technology improves,
and already PV solar systems contain approximately 5.5
tonnes per MW of copper, whilst grid energy storage
installations need between 3 and 4 tonnes per MW. A
single wind farm’s equipment can be based upon 4 to 15
million pounds of copper. As renewables continue to
boom, so will the world’s oldest metal. (PW)

Ukraine to cut nuclear dependence on Russia
Ukraine aims to cut its dependence on Russian nuclear

fuel, significantly, in the next three years, Ukrainian Energy
Minister, Volodymyr Demchyshyn, told Parliament on the
5th of February, 2016. Ukraine’s four nuclear power plants
(NPPs) have so far relied on fuel deliveries from Russia’
TVEL, but they have also successfully tested American
Westinghouse’s fuel in recent years. It is expected that five
out of 13 nuclear fuel deliveries in 2016 would indeed be
from Westinghouse. Last year, Ukraine’s Parliament
invalidated an agreement with Russia to complete the
Khmelnitsky NPP, after which, Czech Skoda JS expressed its
readiness to complete the project. On February the 9th,
the Ukrainian State Nuclear Regulation Inspectorate anno-
unced that it had rejected plans to build a nuclear fuel
plant jointly with Russia. (MS)

Norway to surpass Russia as Lithuania’s top gas supplier
Lithuania will import more gas from Norway than from

former sole supplier, Russia, in 2016, after developing
infrastructure to support liquefied natural gas (LNG)
imports, the country’s Energy Minister, Rokas Masiulis, told
Reuters at the beginning of February. Volumes of LNG
imports to Lithuania are expected to triple this year, after
two new importers signed deals with Norway’s Statoil, the
terminal’s operator, Klaipedos Nafta declared. Lithuanian
gas supplier, Lietuvos Duju Tiekmas (LDT) and privately-
owned nitrogen fertilizers producer, Achema, have agreed
to buy LNG from Norway under short-term deals. The new
deals mean that supplies, via the LNG terminal, will
increase to more than 1 billion cubic metres (bcm) in 2016,
whilst total Lithuanian demand is expected to be around 2
bcm. (CD)

ENERGY ECHO
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For CEEP members, recent months have been a time
of great efforts, as far as raising energy efficiency is 
concerned. Despite challenging markets, Central European 
companies from the energy sector and energy-intensive 
industry managed to continue their development by both 
investing in new assets and improving the existing ones.

It would be hard, if not impossible, to find a CEEP
member for whom energy efficiency was not among its
strategic priorities. This is clearly visible in the energy-
intensive sector, which is widely represented in CEEP. A good
example is KGHM, the world’s top copper and silver
producer. The company consumes annually about 2.6 TWh
of electricity, which amounts to 2% of Poland’s entire energy
needs. Its goal is to secure the supply of electricity from its
own production for the core technological processes. With
this in mind, in late 2014, KGHM launched two gas-fired heat
and power units, 42 MWe each.

Production from these units covers about a quarter of the
company’s demand for electricity and allows it to reduce
greenhouse gas emissions entering the atmosphere by 40%,
when compared to emissions from conventional sources.
Both units increase the security of power systems of KGHM’s
mines and smelters. In the event of an interruption in the
supply of power from the national grid, KGHM can
independently run its own power supply, which is invaluable
for the safety of underground miners, and the maintenance
of key technological processes.

KGHM’s activity in the energy sector also hedges the com-
pany against the volatility of energy prices, which are among
the key factors, when taking investment decisions and
drafting long-term production plans. Grzegorz Bugajski, head
of the energy trade and distribution department at KGHM,
points to an unfavourable legal environment, which results in
a number of levies that burden the energy sector. “This
makes Poland’s total energy prices considerably higher than
in many other European countries. Another challenge is the
lack of proper tax allowances attributable to energy-intensive
industries. These allowances should be related to distribution
costs, as well as support for RES and cogeneration. Without
such mechanisms, the cost of energy is a considerable
burden for KGHM, and this decreases its competitiveness in
global markets,” Mr. Bugajski stressed.

In the non-ferrous metals sector, Impexmetal is another
company, for which energy prices play a vital role. As much
as 20% of all costs at the aluminium plant in Konin, Poland,
are associated with energy. Melting and casting metal blocks,
as well as final rolling, are among the most energy-intensive
processes. Mr. Jan Woźniak, the board member for develop-
ment, says that his company has a very active purchasing
policy, which both ensures uninterrupted supplies and
minimises costs.

”Since January, we have been bolstered by the excise
duty allowance for taxpayers who consume power in metalu-
rgical processes. We have also been granted the status of an
'industry power consumer', which means that, since April
2015, we have enjoyed tax relief when purchasing energy

from renewable sources. At the same time, we work hard to
be more and more energy efficient by modernising our pro-
duction lines and introducing state-of-the-art technologies,”
Mr. Woźniak asserted.

Similar actions are undertaken, and challenges faced, by
Achema. Lithuania’s top chemical and fertilizer company has
its own power supply sources, in order to maintain econo-
mical and operational stability. With 47 MWe of its own capa-
city, Achema is able to overcome the unavailability of public
generation capacity. This investment was supported by EU
funds, as a part of the Lithuanian power development stra-
tegy. However, less than a decade later, it seems that some
priorities in this field have changed, which impacts upon the
energy-intensive industry.

According to Juozas Tunaitis, Achema’s technical director,
Lithuania used to have incentives for the development of its
own power generation. “Now, this policy portrays the
opposite scenario. The public interest services and taxation
policy hits the industry. Electricity acquired from the public
grid is levied with 1.5 ctEUR/kWh tax, whilst our own genera-
ted power costs us 1,7 ctEUR/kWh,” Mr. Tunaitis bemoaned.

The cost of energy is also critical for Sumy NPO, one of
the largest machine-building enterprises in Europe. In their
case, higher power tariffs require essential actions to
reduce energy consumption. “Our strategy is aimed at the
revision of the energy-consuming production processes,
avoidance of inefficient procedures, modernisation of the
energy-intensive equipment, and reviewing the production
scheme in order to reduce the constant component in the
energy consumption structure. This requires the planning
and implementation of some complex technological mea-
sures, as well as finding suitable mechanisms and financing
schemes,” Alexey Tsymbal, the company’s chief executive
said.

In the case of metals and chemical companies, the crude
oil process is driven by energy, too. At Grupa LOTOS, energy
performance indicators cover the refinery overall, and each
of the process units, separately. Unitary energy consumption
is a multi-dimensional function and depends on the load,
process complexity, and environmental conditions. Dariusz
Sassak, head of the energy efficiency team, is proud that, for
many years, the company has kept its energy efficiency at
the highest levels. “Observations of last year’s unitary energy
consumption confirm the maintenance of such a trend.
Tracked measures show that the defined goal – to be as
energy-efficient as in 2014 – was achieved,” he indicated.

Last year proved that every business should rely on
development, maintaining its flexibility. “Such an idea was
also the basis of our thinking, if we consider the successfully
executed switching to a natural gas project. Formerly, the
refinery relied on its own primary energy resources. Project
implementation increased our flexibility, putting in our
hands, amongst other opportunities, a new tool to manage
fuel supply, considering its price-gap benefits and process
constraints,” Mr. Sassak explained.

Yet, concerns remain: “the first one focuses on numerous
heat exchangers, which should effectively transfer heat
between the process streams, preventing unnecessary fuel
consumption. Taking into account the total refinery’s energy ▶

Energy efficiency – the top priority
for CEEP members
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demand, we should understand that most of the energy,
taken-over the balance’s boundaries, will finally be dispersed.
The more energy we re-use, combining heat transfer
between streams and processes, the less we will additionally
consume. This is our second most important concern. The
third one is to operate process heaters and boilers in the
safest and most efficient way. It is the subject of attention for
our staff, to identify operational and maintenance improve-
ment gaps, and to implement them to avoid operations,
which would result in higher primary energy consumption,”
he concluded.

When it comes to energy producers, a lot has been done,
too. For instance, Croatia’s HEP has obtained energy certi-
ficates for its buildings throughout the country. Its’ supply
companies (electricity, gas and thermal) have taken all
necessary steps to confront article 10 of the Energy Efficiency
Directive, billing information, and article 18, energy services.
As a public purchaser, HEP has undertaken a certain amount
of high energy efficiency procurements, including the acqui-
sition of electric vehicles. Regarding efficiency in energy sup-
ply, it is worth pointing to the commissioning of a new unit
and revitalisation in HEP’s cogeneration plants, as well as
registering one of the units as an eligible producer of coge-
neration.

Perica Jukić, HEP’s chief executive, says that in the upco-
ming years, the company is facing an accumulation of new
EU and national energy legislation, as well as some already
transposed (e.g. RES, EED). “As the largest energy company in
the country, we have to be very flexible to manage to adjust
to the legal obligations ahead of us, as well as to prepare the
market and stakeholders towards new market designs and

principles. Besides regulation, market and energy prices are
something we have to keep up with, since they are the
triggers that can largely impact on our current and future
investments and energy services. Therefore, the decision
makers need to bear in mind that major energy projects are
long-lasting ones, and need to be planned and set in long-
term strategies. One of the main challenges is to harmonise
all policies and regulations – from spatial planning, nature
and environmental policies, construction and energy legi-
slation – which in some cases are mutually overlapping,” Mr.
Jukić cautioned.

Big efforts to implement the EED have been widely
noticed amongst CEEP members. The key question is: how to
achieve the appointed goals in the most efficient way, taking
into account the sensitivity of different branches of the
economy? Many sectors have to compete with non-EU
enterprises, and their competitiveness could suffer from
having to follow strong efficiency efforts. Additional policy
requirements cause more activities and costs. That is why the
acceptance of the results of a sector’s benchmarking systems
is proposed. Evaluation results show, which enterprise is
where, with its energy intensity index.

The scope of the conditions should be extended, and this
will result in specific exemption from the requirements of the
EED, with each sectors’ specific benchmarking systems. If
energy is the most important OPEX, an awareness that com-
petitors are improving the energy efficiency of their assets, is
the best motivational force for self-improvement. The eco-
nomy, the world-wide location of resources, along with spe-
cific approaches, drive the competitiveness of each sector.
Thus, energy efficiency is a must, both as a foundation of EU
energy efficiency policy, and the way to protect the global
environment. ■

An unfavourable legal 
environment results in a 
number of levies that burden 
the energy sector. This makes 
Poland’s total energy prices 
considerably higher than
in many other European 
countries. The challenge is the 
lack of proper tax allowances 
attributable to energy-intensive 
industries. These allowances 
should be related to distribution 
costs, as well as support for
RES and cogeneration

We have been bolstered by
the excise duty allowance for 
taxpayers who consume power 
in metallurgical processes.
We have also been granted
the status of an 'industry power 
consumer', which means that 
we have enjoyed tax relief
when purchasing energy from 
renewable sources. We work 
hard to be more and more 
energy efficient by modernising 
our production lines and 
introducing new technologies

Jan
Woźniak
Board Member
for Development, 
Impexmetal

Grzegorz
Bugajski
Head of the Energy 
Trade and Distribution 
Department, KGHM
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The decision makers need
to bear in mind that major 
energy projects are long-
lasting ones, and need to be 
planned and set in long-term 
strategies. One of the main 
challenges is to harmonise
all policies and regulations
– from spatial planning,
nature and environmental 
policies, construction and 
energy legislation – which
in some cases are mutually 
overlapping

Last year proved that every 
business should rely on 
development, maintaining
its flexibility. Such an idea was 
also the basis of our thinking,
if we consider the successfully 
executed switching to a natural 
gas project. Formerly, the 
refinery relied on its own 
primary energy resources. 
Project implementation 
increased our flexibility, putting 
in our hands a new tool to 
manage fuel supply

Dariusz
Sassak
Head of the Energy 
Efficiency Team,
Grupa LOTOS

Perica
Jukić
President & Chief 
Executive Officer,
HEP

Lithuania used to
have incentives for the
development of its own
power generation.
Now, this policy portrays
the opposite scenario.
The public interest services
and taxation policy hits
the industry. Electricity
acquired from the public
grid is levied with 1.5 ctEUR/
kWh tax, whilst our own
generated power costs us
1,7 ctEUR/kWh

Our strategy is aimed at
the revision of the energy-
consuming production 
processes, avoidance of 
inefficient procedures, 
modernisation of the energy-
intensive equipment, and 
reviewing the production 
scheme in order to reduce the 
constant component in the 
energy consumption structure. 
This requires the planning and 
implementation of complex 
technological measures

Alexey
Tsymbal
President & Chief 
Executive Officer,
PJSC Sumy NPO 

Juozas
Tunaitis
Technical
Director,
Achema
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Peter Whiley
Specialist, Grupa LOTOS S.A.
CEEP member

The European Council of October, 2014, agreed on an
EU objective of saving at least 27% of energy by 2030, 
compared to projections, and requested the Commission 
to review the target by 2020, “having in mind an EU level 
of 30%”. It was felt that the existing policy framework 
should, therefore, be updated to reflect the new EU
energy efficiency target for 2030, and align it with the 
overall 2030 Framework for Climate and Energy.

Energy efficiency policies have been put in place by the
EU for some time now, and they have delivered tangible
results. The Energy Efficiency Directive (2012/27/EU), Energy
Performance of Buildings Directive, Energy Labelling Direc-
tive, and Ecodesign Directive are some of the key ‘building
blocks ‘ of the current energy efficiency framework. Many
climate policies, such as the CO2 performance standards for
passenger cars and light commercial vehicles, also contribute
towards improving energy efficiency.

Since the Energy Efficiency Action Plan was adopted in
2011, primary energy consumption has fallen across the
Union, which, at the same time, has seen steady economic
growth, and Member States have successfully strengthened
their national energy economic programmes. CEEP has re-
cently responded to the Consultation Paper reviewing the
Energy Efficiency Directive (EED), and I will briefly look at
some of the key answers to the numerous questions raised.
In terms of the EED helping to achieve the 2020 energy
efficiency targets, CEEP rightly pointed out that contributions
differ from country-to-country.

Croatia, for instance, is heavily reliant on its 3rd NEEAP
(National Energy Efficiency Action Plan), which features a sys-
tem for monitoring, measuring and verifying savings, as well
as encouraging all stakeholders to implement measures. Po-
land, on the other hand, could produce rapid rates of energy
efficiency through the replacement of old coal power plants
with energy efficiency below 30%, with new ones achieving
46% energy efficiency. The positive impact would be 6.8%
savings for the decade 2020-2030, plus the bonus of a
tremendous decrease in CO2 emissions.

Energy-intensive industries have a major potential to pro-
duce energy savings, but they need support from the Euro-
pean Structural and Investment Funds (ESIF), and the Euro-
pean Fund for Strategic Investments (EFSI). As for the EED
working with such entities as the ETS and MSR, CEEP was
forthright in its view that, without the MSR, the EU had
already reached, in 2013, its 2020 goal of a 20% CO2 reduc-
tion. So, the MSR is not needed in CEEP’s view, whereas an
increased focus on energy efficiency perfor-mance is seen as
important, as it’s lagging behind the CO2 reduction process.

The Consultation Paper asks about the main lessons
learned from the implementation of the EED, and CEEP’s res-
ponse to that, is that future decision-making should take into
account the specifics of each Member State, and try to adjust
the commitments depending on various factors, especially
the capability of the Member State to confront the set nece-

ssities. The EED should also consider certain time lapses,
which are needed, to establish and implement the processes,
prior to setting the exact numbers/targets to be reached.

When the Commission reviews the 2030 energy effi-
ciency targets, CEEP again repeats the strong message that
the EU should consider the various diversities amongst Mem-
ber States, with particular focus on their economic indicators,
as well as the degree of development of the energy market
and its’ services. CEEP also makes it clear that there are other
tools to improve energy efficiency than just the EED, such as
promoting benchmarks, tax and tariff policies. To ultimately
support Member States in achieving the set 2030 energy
efficiency targets, the EU must provide dedicated progra-
mmes and funds allowing them to finance valuable projects.

On the question of sufficient guidance in each Member
State to characterise energy efficient products, services, and
buildings, CEEP is of the opinion that ‘yes’ is the probable
answer: for instance, electric hybrid buses are visible in
Central Europe now, along with a wide range of renewable
energy sources, and knowledge about the potential energy
of water.

Article 7 of the EED, refers to energy efficiency obligation
schemes, and 16 Member States have agreed to put an obli-
gation on utilities to reach the cumulative savings by 2020.
Bulgaria and Poland will use it as the only instrument to
achieve the required energy savings. Croatia, Estonia, Latvia,
Lithuania, and Slovenia, will use the obligation scheme in
combination with alternative measures. The Czech Republic,
Hungary, Romania, and Slovakia, will only use alternative
measures to reach the required savings. Clearly, opinion is
divided in the EU-11, as to the best way forward, here.
However, the current commitment of a 1.5% level of energy
savings per year from final energy sales, is too high for
countries with a GDP per capita, lower than the EU average.

CEEP has a positive view of energy efficiency obligation
schemes, and thinks that they will lead to lower energy bills
for consumers, better awareness of energy efficiency
potential by consumers, and increased competitiveness in
the energy markets, amongst other factors. The obligations
should certainly continue beyond 2020, and Article 7 should
have a dedicated website, listing programmes and schemes
offered by utilities, along with other useful documents.

In conclusion, CEEP considers the EED to be a functio-
ning, fairly efficient document, which needs some refining,
but overall, must be a stronger driver towards an energy effi-
cient future, backed by greater funding. ■

EU’s directive on energy efficiency:
A CEEP perspective

The energy efficiency obligation 
schemes will lead to lower 
energy bills, better awareness 
of energy efficiency potential, 
and increased competitiveness 
in the energy markets
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Alexandru Zegrea
Consultant, Pflüger International

The 69th Energy Dialogue at the Reichstag discussed
the topic of ‘The Nuclear Legacy – Who Carries the Bur-
den?’and was held on January 15th, 2016, at the invitation 
of Prof. Dr. Friedbert Pflüger, Mr. Janusz Reiter and CEEP.

Dr. Leonhard Birnbaum, Member of the Board of E.ON
SE, contrasted in his opening statement, the laggardness of
the nuclear phase-out, with the enthusiasm behind the intro-
duction of nuclear power in Germany. The difference, in his
opinion, lies in the lack of a solid political and legal frame-
work, and social consensus on nuclear energy. The same is
true for the challenges facing intermediate and permanent
nuclear waste repositories. Still, Dr. Birnbaum saluted the fact
that the Federal Government has made the nuclear phase-
out one of its top priorities, because, as long as there is no
predictable path for the nuclear phase-out, markets will price
this uncertainty into energy company valuations.

Dr. Robert Habeck, Deputy Prime Minister and Minister
for Energiewende, Agriculture, the Environment and Rural
Areas of the State of Schleswig-Holstein, pointed out that
German decision-makers cannot afford to ruminate about
the nuclear issue, forever. They need to take into conside-
ration how they envisage society in 50 years, and account for
the cross-generational stewardship of nuclear energy. While
Minister Habeck acknowledged that ultimately the responsi-
bility for the nuclear phase-out remains with politics, in his
view, the risks should remain – as long as possible – with the
involved companies, so that the issue does not put an
excessive strain on taxpayers.

The 70th Special Energy Dialogue discussed the topic
of ’Energy Security 2025: Where will our gas come from?’, 
and was held as part of the official pre-programme of the 
Munich Security Conference, at the invitation of Prof. Dr. 
Friedbert Pflüger, Mr. Janusz Reiter and CEEP on February 
the 11th, 2016, in Munich.

Mr. Klaus-Dieter Borchardt, Director for the Internal
Energy Market, DG Energy, European Commission, offered an
over-view of the challenges currently faced by Europe, and
talked about EU infrastructure development. He underlined
that pre-dictions regarding demand are highly dependent
on the progress made in energy efficiency, and vary between
380-450 bcm per year. Still, even at the low end of the
spectrum, the EU will require imports of Russian gas and LNG
from the US, as European indigenous production is pre-
dicted to decrease significantly, particularly in the Nether-
lands and the United Kingdom. Alternative sources of gas
from Asia and North Africa, are only expected to become
available in the mid- to long-term. In the meantime, Mr. Bor-
chardt re-emphasised that the EU is committed to laying out
the necessary infrastructure for a secure energy supply in a
competitive market.

Mr. Matthias Warnig, Chief Executive Officer, Nord
Stream, welcomed measures taken by the European Commi-
ssion during the last decade for securing fair, competitive,
and efficient market conditions on its internal market. Mr.
Warnig called for a healthy relationship between LNG and
piped gas, meant to maintain security of supply, by compen-
sating for dropping production and increasing consumption
in Europe. Russian gas will continue to play an important role
for the EU, but the European market will conversely play an
even greater role for Russia. While political and security con-
cerns in Europe need to be addressed, Mr. Warnig stated that
the consortium he is heading, is working solely on finding
the most cost-efficient way of bringing gas that Europe
needs to Baumgarten.

Mr. Janusz Reiter, Founder and Chairman of the Board,
for the Warsaw Centre for International Relations,
relinquished the role of host for this edition of the Energy
Dialogue, and spoke on the topic from a Central European
perspective. Mr. Reiter reminded everyone of the fact that
energy security became part of the European agenda,
particularly after the Ukrainian gas crises, and assessed that
there is virtually no chance of Europe’s energy concerns ever
returning to being a purely business issue. The EU has made
huge leaps, ever since, to-wards increasing energy security
by upgrading infrastructure. According to Mr. Reiter, this has
happened, most impressively, in the case of Lithuania, where
– even before the completion of their LNG terminal – the
country received a significant dis-count on piped gas,
reflecting the increasing competition for the Baltic market.

Mr. Gerald Schotman, Chief Executive Officer, NAM BV, a
Shell & ExxonMobil joint venture, spoke from the perspective
of the Netherlands, which have the luxury of vast indigenous
gas reserves. This abundance of fossil energy prevented the
advance of renewables, similar to Germany: they currently
only generate 5.6 per cent of the country’s total energy
consumption. Still, this abundance might be short-lived as –
after earth-quakes associated with drilling in the Groningen
field – public opinion might be swayed by voices demanding
that alternative energy sources be expanded, and gas
extraction and exports limited.

Mr. Vitaly Baylarbayov, Deputy President, SOCAR, shared
his concerns regarding the current geopolitical events, that
are leading to the re-establishment of borders in Europe, and
might also raise concerns about energy security. However,
Azerbaijan’s contribution to facing this challenge, could
reach Europe by 2020: the first Azeri gas from the second
stage of the Shah Deniz field, after having travelled 4,500 km.
This project will not only help with diversification of sources
and security of supply, but also support Europe’s transition to
renewables. ■

REPORT

The 69th & 70th
Energy Dialogue
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Jakub Przyborowicz
Co-ordinator of European Institutions' Affairs, CEEP

As from the 2nd of October, 2014, the Board of Directors
decided to set up special supervisory bodies within CEEP, 
the so called Working Groups. Last year, the time of their 
full operational work was witnessed, and we could 
appreciate their active role within the association. 

Starting from the beginning of 2016, we have six different
groups focused on broad aspects related to the EU’s agenda.
Their interests and activities are mostly focused on the actual
problems and work, in comparison to the direct agenda of
the EU’s institutions. The most important point is that the
Working Groups present a unique opportunity for CEEP to
reinforce and expand our dialogue with the EC and EP, and
better utilise the valuable input from our member compa-
nies.

Participation in any of these Working Groups is open to
CEEP members, regardless of their status within the organi-
sation. One member can be present and active within several
groups, simultaneously. What is also important is the fact
that, members among themselves, nominate Co-ordinators
respon-sible for the agenda meetings, who will give direction
to various projects undertaken, and will receive substantial
sup-port from CEEP’s Co-ordinator of European Institutions’
Affairs. Following their busy set of activities in 2015, we shall
duly try to summarise here, their functions and achieve-
ments.

1. The Electrical Energy Working Group (EE WG): The
main focus of the group for the last year, was to study and
prepare opinions concerning all of the EU's activities in the
field of Electrical Energy, including Nuclear Energy, within the
2030 perspective and beyond. The EE WG also covers EU po-
licy, vis-a-vis power grids and interconnectors. The WG has
raised problems regarding the Energy Union, Market Stability
Reserve, the European Commission’s proposals, in terms of
Electrical Energy Infrastructure, and ongoing Public Consulta-
tions on the list of PCIs, as well as revision of the ETS system
in the EU. What is especially important, and needs to be
underlined, the EEWG prepared numerous position papers,
mostly on energy security supplies, the integration of
national energy markets, European energy demand, reaso-
nable energy-mixes for Member States, and promoting re-
search and innovation in the energy field.

2. The Coal and Lignite Working Group (CL WG): Mem-
bers of the WG focused on the EU's indigenous coal and
lignite, and new low-emission and highly-efficient technolo-
gies in power generation. It also dealt with competition for
cheap coal import to the EU. A key feature of the WG’s work,
has been studying aspects of the decarbonisation issue,
mentioned in the European Commission Energy Union pro-
posal, and it is expected that the WG will become a suppor-
tive body for further preparation and organisation of the
European Roundtables on Coal and Steel.

3. The Gas and Oil Working Group (GO WG): I It has
worked on indigenous gas and oil extraction (traditional, as

well as shale gas and oil). The scope of activities of the GO
WG also covers networks, interconnectors, storage, strategic
reserves, and support for the concept of the Energy Union.
WG members decided that the main problems, related to oil
and gas, have concerned strengthening the Central Euro-
pean region by more necessary infrastructural investments.
Members agreed to be active regarding public consultations,
and as a result, the WG has prepared a proposal, in response
to the public consultation on the security of gas supplies.
Members asked for further CEEP support for the PCI projects
within the North-South Corridor. Members also decided to
draft more responses to the Public Consultations, whilst pre-
paring a position paper for LNG strategy and gas storage.

4. The Renewable Energy Working Group (RE WG): The
development of RES, including biofuels, provided the WG
with its main focus. The RE WG also covers those issues,
which are not classified under the ETS. The WG described the
current situation on the energy market, in relation to rene-
wables, and especially electricity, biofuels, and the actual sta-
tus of the energy-mixes in Member States. It also formulated
a proposal for CEEP’s response to the public consultations
based on Market Design.

5. The Fundraising Working Group (FWG): EU funds are
essential for the further development of the energy and
energy-intensive sectors. For that reason, we established a
Fundraising Working Group (FWG), which is responsible for
the preparation of opinions on widely-understood sources of
fundraising, and the opportunities for financing new
investments and R&D projects, which could be considered
by CEEP members (e.g. EU financial instruments and other
independent sources of funding, such as Norwegian Funds,
private equity, and others). The WG prioritised the areas of
their interest as follows: a). Horizon 2020 – possibilities for
large enterprises: monitoring, identifying threats and advo-
cacy, b). Connecting Europe Facility – CEF, The new guide-
lines on State-aid – monitoring, compliant ways of funding
projects where state aid is present + exemptions, c). Euro-
pean Fund for Strategic Investments – EFSI, close monitoring
of legislation, identifying the possible calls/sources of fund-
ing, taking into consideration the eligibility of projects of
CEEP's members, d). EIB as a key partner in the implemen-
tation of Juncker's European Fund for Strategic Investments
– monitoring and communicating the developments, and
setting up contacts and meetings with the EIB, e). Monitoring
of legislative changes / upcoming changes in the area of EU
funding and communicating them, asap, to the WG’s
members.

6. Transatlantic Trade and Investment Partnership
Action Group (TTIP AG): The key task of this group is to
prepare positions, and be actively involved in TTIP public
consultations, where CEEP has a formal stakeholder status. It
should also utilise the results of the work of other CEEP ▶

Working Groups
– an active role
within CEEP

The Working Groups present
a unique opportunity for CEEP 
to reinforce and expand our 
dialogue with the EC and EP, 
and better utilise the valuable 
input from our member
companies
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The most interesting preliminary questions concerning 
the energy sector were raised before the Court of Justice 
of the EU in 2015.

C-492/14 Essent Belgium
C-506/14 Yara Suomi and Others
C-180/15 Borealis and Others
C-369/15 Siderúrgica Sevillana
C-370/15 Solvay Solutions España
C-371/15 Cepsa Química
C-372/15 Dow Chemical Ibérica

There are seven preliminary questions with regard to
the validity of the Commission’s Decision 2013/448/EU of
the 5th of September, 2013, concerning national imple-
mentation measures for the transitional free allocation of
greenhouse gas emission allowances.

There are doubts concerning compatibility of the deci-
sion with directive 2003/87/EC, establishing a scheme for
greenhouse gas emission allowance trading within the
Community, the European Convention of Human Rights,
the Charter of Fundamental Rights of the European Union,
and the Treaty on European Union.

The decision is being contested, because allegedly, it
does not take into account, in the calculation of the allo-
wances to be allocated free of charge, the percentage of
emissions associated with waste gas combustion, or steel
processing gas, or of emissions associated with the heat
produced by cogeneration, and it goes beyond the limits
of the powers conferred by the directive, and at variance
with its objectives, whilst it breaches the principle of legi-
timate expectations, and fails to respect the principle of
proportionality.

C-321/15 ArcelorMittal
Compatibility with Directive 2003/87 of the measure

taken by the national authority, consisting of the surrender
of greenhouse gas emission allowances which have been
issued, but not used, without full or partial compensation.
Can such allowances be classified as property?

C-158/15 Elektriciteits Produktiemaatschappij
Definition of the notion of “installation” as referred to in

Article 3(e) of Directive 2003/87, with regard to a coal park,

where CO2 emissions occur as a result of self-heating, and
where the coal is transported from the storage site to the
power plant, by means of a conveyor belt passing over the
road which separates the two sites.

C-574/14 PGE
Right of the national court to assess if the state aid

programme, concerning compensation for the voluntary
termination of Power Purchase Agreements (stranded
costs), accepted by the European Commission, is realised
in line with stranded costs methodology. The facts of the
case involve the annual adjustment of the stranded costs
incurred by group-affiliated power generators. The natio-
nal court raised questions with regard to the potential con-
flict of the principle of the effectiveness of EU law, and the
principle of legitimate expectations of private entities.

C-121/15 ANODE
The extent to which the Member State can intervene,

in determining the price of the supply of natural gas to
consumers, not to constitute an obstacle to the achieve-
ment of a competitive market in natural gas.

C-457/15 Vattenfall Europe Generation
Interpretation of the category ‘Activities for the

combustion of fuels in installations with a total rated ther-
mal input exceeding 20 MW’ in Annex I to Directive 2003/
87. Is there the emissions trading obligation of an installa-
tion for the generation of electricity, thereby starting on
the date of the first emissions of greenhouse gases, and
thus, potentially, before the date of the first generation of
electricity by the installation?

C-460/15 Schaefer Kalk
Validity of the Commission Regulation 601/2012 on the

monitoring and reporting of greenhouse gas emissions.
There are doubts concerning compatibility of art. 49 and
point 10 of Annex IV of the Regulation concerning the
transfer of CO2 out of the installation, with the aims of Di-
rective 2003/87.

C-461/15 E.ON Kraftwerke
Definition of the “relevant information” as referred to in

art. 24 (1) of the Commission Decision 2011/278, deter-
mining transitional Union-wide rules for harmonised free
allocation of emission allowances, pursuant to Article 10a
of Directive 2003/87.

JUDGEMENTS OF THE 
COURT OF JUSTICE OF 
THE EUROPEAN UNION

Prepared by
Wardynski
& Partners,
CEEP member

CONTINUED

Working Groups. AG members decided to prioritise areas of
interest on the current rounds of negotiations between the
US and the EU. AG members also gave their input on CEEP's
position, which was presented during the public hearing in
the joint INTA (International Trade) and ITRE (Industry,
Research and Energy) Committees of the European Parlia-
ment on the 24th of February. AG members further decided
that their meetings would be generally held, in order to up-
date progress on the negotiations, and to summarise the
achieved goals within the next rounds.

CEEP also presented its position during 10th TTIP nego-
tiation round in Brussels on the 15th of July,2015. The last
meeting of the Partnership Action Group was held on the

23rd of September, 2015. The main purpose behind the
meeting was to have a brief discussion with the Member of
the Negotiating team from DG TRADE, Mr. Jan Gerrit
Westerhof (dedicated to energy and raw materials), who
replied to numerous questions regarding the TTIP. After the
discussion with Mr. Westerhof, members were briefed on
CEEP’s presentation, during the last negotiating round in the
EC. CEEP, in most of the negotiating rounds, has taken the
floor during special stakeholder’s sessions, and briefed EU
and US representatives on the actual state of play within the
Central European perspective. This month, CEEP will take part
in the scheduled meeting, with its updated position to be
presented. For a better understanding of the process, and to
use the latest data, materials are being prepared with strong
support from the Working Groups, and their co-ordinators.■
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Poland and the Czech Republic
consult on climate policy

Poland’s Minister of the Environment, Jan Szyszko, and
his Czech counterpart, Richard Brabec, met in Warsaw on
the 18th of February, 2016, to review, among other topics,
the EU’s climate policy. Minister Szyszko stated that, during
the talks, the two Ministers “discussed a number of impor-
tant issues for both sides. We exchanged, among others,
our views on an effective implementation of climate policy.
We agreed that the EU should lead its implementation.
However, the implementation of climate policy should be
accompanied by respecting the capabilities and specificity
of respective Member States.” The Polish Minister empha-
sised that Poland and the Czech Republic have conside-
rable experience in effectively reducing the emissions of
greenhouse gases (GHG). He also confirmed that Warsaw
will make efforts to ensure that the EU's climate policy
comprises the provisions of the Paris climate agreement
on CO2 absorption by forests. (JA)

Polish Power Sector needs PLN 12 bilion
to become eco-friendly

Polish power groups will have to invest approximately
PLN 12 billion (EUR 2.7 bn.) to adjust existing power blocks
to the EU’s new environmental norms, stemming from the
usage of BAT (Best Available Technologies). The sector may
struggle to make further investments, unless it receives
some support from other sources. In the meantime, the
companies affected will have to lobby for the extension of
the life of those blocks beyond 2020. (Warsaw Voice, PW)

Czech transit electricity flows hit
record levels due to German wind power

Electricity Czech operator, CEPS, has long worked to
safeguard the country's power system against surges of
electricity flows produced by wind farms in Germany's
north, that travel to the south, via the Czech Republic.
Nevertheless, flow transitting the Czech Republic, reached
a record level in 2015, rising 40%, due mainly to growing
wind power production in Germany. German wind power
surges can overload transmission lines, cause blackouts, or
losses, when operators are forced by such surges to alter
output at power plants. CEPS agreed in 2014, with its
German counterpart, to build so-called phase-shifting
transformers by the end of 2016, to control cross-border
electricity flows. CEPS has also used re-despatching with

neighbouring operators, to mitigate risks of an increasing
transit load, as concerns Poland, first phase-shifting trans-
former with Germany is already in operation. (Reuters, MS)

Hungary rejects Austria’s opposition
to nuclear enlargement project

The planned upgrade of Hungary’s Paks Nuclear Power
Plant, that has been criticised by Austria, involves no state
aid, the Prime Minister’s Office has declared. Presenting the
government’s position, the office explained in a statement,
that building two new blocks at the Paks nuclear power
plant in central Hungary, is a profitable investment, even
amid free market conditions. The office responded to an
official statement by Austria sent to the European Commi-
ssion, in which Hungary’s neighbour complains that the
Paks project had received illegal state aid for the “use of an
unprofitable technology, which would distort competition
on the electricity market”. Energy producers, using renewa-
bles in a cost efficient way, could be prevented from reach-
ing markets, or could even be squeezed out, the Austrian
Economy Ministry stated. In response, the Hungarian Prime
Minister’s Office replied that the Hungarian National Asse-
mbly had confirmed that it has annually supported, since
2009, the long-term preservation of the current ratio of
nuclear energy production, as it assures a supply of cheap
and safe electricity to Hungarian households and industry.
(Hungarytoday.hu, MS)

Estonia ranked first, among the least
energy dependent EU countries

The European Union’s energy dependence reached
53.4% in 2014, according to the EU’s statistical office,
Eurostat. This means that the EU had to import more than
half the energy it consumed. Romania was one of the EU
countries least dependent on energy imports. Its energy
dependence rate reached 17%. Estonia ranked first, with
an energy dependence rate of only 8.9%, followed by
Denmark (12.8%). The most dependent countries were
Malta (97.7%), Luxembourg (96.6%), Cyprus (93.4%), Ireland
(85.3%), Belgium (80.1%), and Lithuania (77.9%). The Euro-
pean Union’s energy dependence rose from 44.2% in 1990
to 53.4% in 2014. Romania, on the other side, together
with other eight Member States, recorded the lowest level
of energy dependence after 1990. For Romania, the energy
im-ports dropped from 34.3% in 1990, to 17% in 2014.
(Romania Insider, MS)

NEWS FROM THE REGION

MEDIA PARTNER

CEEP is a media partner of the XIIth International
Energy Regulatory Forum, which will take place
in Prague, on the 17th of March, 2016.

Traditionally, the event is one of the most significant meetings
of regulators and business leaders in Central and Eastern Europe,
attended by more than 150 energy experts, representatives
of leading utility companies, along with European and natio-
nal regulatory authorities. The forum will examine ’New busi-
ness models of energy companies’ in Europe, particularly:

▪Energy Union and the unification of European markets;

▪National policies, strategies, and local market models;
▪Deepening regulation, pressure on organisational change,

reduction of investments and costs;
▪New market segments and opportunities for energy

utilities;
▪New technologies and their impact on network

development and end consumer services.
Prior to the main programme of the conference, the Grid

Executive Expert Roundtable, together with a Social event,
will take place. More information and the IERF agenda is
available at: www.merf.cz/eng

XIIth International Energy
Regulatory Forum
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TWEET OF THE MONTH
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Follow CEEP on Twitter
at @CEEP_energy.
Reply, re-tweet, mark as
favourite, join the debate!

Engage with CEEP on
LinkedIn and contribute
to shaping a network of 
energy professionals!
www.linkedin.com/company/
central-europe-energy-partners

CEEP’s delegation to Bucharest had the great pleasure to meet with the Romanian Energy Secretary of State,
Mr. Cristian Busu, and discuss about the energy sector of Romania, challenges and opportunities in the broader
European framework. Collaboration and solidarity are the keywords for a successful European energy strategy
which will increase the energy security of the entire Central Europe and the EU as a whole. Together we can build a
resilient Energy Union, therefore CEEP will continue its efforts in this direction by maintaining an open dialogue
with all the involved stakeholders.



No. 2 (39) ▪ February 2016

22

PICTURE OF THE MONTH

Central Europe Energy Partners (CEEP) represents 24 energy and energy-intensive
companies and organisations from six Central European countries, employing over
300,000 workers, with a total annual revenue of more than EUR 50 billion. CEEP is the
first major body to represent the energy sector companies from the region at the EU
level. The aim of CEEP is to strengthen the region’s energy security within the
framework of a common EU energy and energy security policy. CEEP is an interna-
tional non-profit association with its headquarters in Brussels and a branch in Berlin.
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Rue Froissart 123–133, 1040 Brussels
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Transparency Register No. 8773856374594
www.ceep.be

February the 16th, 2016
Maroš Šefčovič, Vice-Presi-
dent of the EC in charge of 
Energy Union, and Miguel 
Arias Cañete, Member of 
the EC in charge of Climate 
Action and Energy, give a 
press conference on the 
adoption by the Commi-
ssion of an energy security 
package with necessary 
proposals to equip the EU 
for global energy transition 
as well as to be prepared
for possible energy supply 
interruptions. Energy 
security dimension is one
of the cornerstones of the 
Energy Union strategy,
a key political priority of
the Juncker Commission.
© www.ec.europa.eu
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