NEWS-VIEWS-DOCUMENTS

safe energy for the future

REPORT
No 9(25), November 2014

THE UNITED STATES AND
THE NORTH-SOUTH
CORRIDOR

>3

ENERGY UNION, THE EU AND
THE ENERGY SECTOR

>5

A NEW INDUSTRIAL POLICY
FOR EUROPE

>7

EUROPEAN ENERGY: MORE
MARKET, MORE SECURITY

>9

www.ceep.be

Completing Europe:
The North-South Corridor
political map suggests that this vision has
been largely fulfilled. Nations that once lived
behind the Wall’s ideological divide have
joined the European Union to help build a
secure, prosperous region from the Atlantic
Ocean to the Baltic and Black seas.

LONG-TERM EU AND
UKRAINIAN ENERGY SECURITY
>11
DEPENDS ON THE FULL
IMPLEMENTATION OF THE
3RD ENERGY PACKAGE
THE ROLE OF BIOFUELS IN
ACHIEVING THE EU’S CLIMATE >15
GOALS FOR 2030 AND
BEYOND
53 ENERGY DIALOGUE AT
THE REICHSTAG
RD

>16

James Jones

Paweł Olechnowicz

By former National Security Adviser Gen. James Jones
(ret.) and Paweł Olechnowicz, CEO Grupa LOTOS S.A.
and Chairman of the CEEP’S Board of Directors

Twenty-five years after Poland's Solidarity and other dissident movements brought
about the collapse of the Berlin Wall and
promised a reunified Europe, the continent's
Published by: Central Europe Energy Partners
Editor-in-Chief: Tadeusz Jacewicz
Produced by: SIGMA Int.
Contact to the publisher: +32 28 80 72 97

1

But economic and infrastructure maps portray a different picture. Europe integration
remains dangerously incomplete. A glaring
problem is in Central Europe, where national
networks of railroads, power lines, communications links—and notably oil and gas
pipelines—remain largely disconnected from
each other and from Western Europe. Nations from Estonia and Poland to the Balkans
lack the connections running north-south
and east-west essential to making them fully
part of a single European market. This is the
unhealed legacy of a half-century of Sovietled development, during which disinterest in
such intra-regional connections kept these
lands dependent on Moscow.

The Russia-Ukraine crisis of 2014 has dramatized the cost of Central Europe’s stunted
network. Many of these countries, dependent on Russia as the only natural gas supplier
their pipelines can access, find themselves
vulnerable to Moscow’s political pricing of
gas and other manipulations. This vulnerability has spotlighted a strategic imperative
for Europe: to build, without delay, a NorthSouth Corridor of energy, transportation and
telecommunication links from the Baltic to
the Adriatic and Black seas.
Such a corridor would diversify Central Europe’s energy supplies by connecting the entire region to the liquefied natural gas terminals being completed on Poland’s northwest
coast, and proposed for Croatia. Improved
oil and electricity routes, as well as road and
rail links, would better connect the Baltic region with those along the Adriatic and Black
Seas. Spurs from this backbone would link to
Ukraine, Moldova and Turkey, helping to in>>>
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tegrate and stabilize Europe’s fragile periphery with the European Union’s core.

tainable, and inclusive economic
growth, and help drive a reindustrialization of Europe through lower
energy prices, faster transportation links, and modern digital infrastructure. The new efficiency
in Central European transport and
its greater use of natural gas also
would help Europe toward its goals
of cutting pollution and building a
low-carbon economy.

This idea is not new, yet it is more urgent
than ever. In 2011, the European Commission declared that a “North-South Energy
Corridor” was a priority in the effort to create a single European energy market. But
Europe’s weak economy and tight budgets
impeded investment and the EU’s commitment to the project faded.
As we advocate in a new joint Atlantic Council-Central Europe Energy Partners report,
Europe’s new leadership must reprioritize
the Corridor. Economic and political conditions have improved for infrastructure investment. There is a growing consensus in
Europe that coordinated infrastructure projects can provide a needed stimulus to the
continent’s faltering economy and a foundation for long-term growth. The North-South
Corridor should become the cornerstone of
Commission President Juncker’s broad new
investment campaign into Europe’s growth.
The North-South Corridor fits easily within
the European Commission’s plan to generate 300 billion Euros of public and private
investment to strengthen infrastructure and

jump-start a new European competitiveness. The corridor would foster smart, sus-

The changes in the U.S. Congress
after the midterm elections could
lead to a more active engagement
mood on foreign policy in Washington on European issues. That could
be directed into US support for this
project. Promoting the corridor
would show continued US commitment to Europe’s peace and prosperity. The U.S. government should
use its influence to help manage
and advance the debates over how
to implement a complex project,
as it did in the development of
the Southern Gas Corridor to supply Europe with gas from Middle
Eastern and Caspian suppliers. Washington

should also liberalize its energy trade and
provide extra liquidity to the global markets.
Finally, Russia’s aggression against Ukraine
has laid bare Europe’s energy insecurity, and
now this issue cannot be ignored. While the
Ukraine-Russia gas deal in late October may
temporarily ease the risk of a cut off in the
Russian gas supplies on which much of Europe depends, the future is far from certain.
It is imperative to diversify Europe’s supplies
and link it to new upstream resources in Eurasia via the emerging Southern Gas Corridor
as well as the emerging global LNG market.
The North-South Corridor would strengthen
Europe strategically and economically as
a partner for the United States and realize
the transatlantic vision of a Europe which is
united, free, and at peace.
Jones is chairman of the Atlantic Council's Brent
Scowcroft Center on International Security, and
the former national security adviser and commandant of the Marine Corps. In 2003-2006, he served
as NATO’s Supreme Allied Commander Europe.
Olechnowicz is president and CEO of Polish energy
company Grupa LOTOS S.A., and chairman of the
Board of Directors of Central Europe Energy Partners, a Brussels-based non-profit association.

REPORT

3

The United States and
the North-South Corridor
By Ian Brzezinski

Ian Brzezinski

Building
a
Europe
whole, free, and undivided has long been a
guiding priority of the
relationship between
the United States and
the European Union.
While much progress
has been made, particularly through the
process of EU enlargement, Western Europe
and Central and Eastern
Europe remain economically divided, lacking
the infrastructural connectivity necessary to

create single European market.
For this reason, the construction of a North-South Corridor of
strategic communications lines linking the Baltic to the Adriatic and Black seas, should be elevated as a priority of the USEU agenda.
That is a principal recommendation of a joint study by the

Atlantic Council and Central Europe Energy Partners, “Completing Europe: From the North-South Corridor to Energy,
Transportation, and Telecommunications Union” (the report
is available on the CEEP’s website). Led by Paweł Olechnowicz, Chairman of CEEP’s Board of Directors, and former US National Security Advisor James Jones, the report surveyed the
current state of economic infrastructure linking the nations of
Central and Eastern Europe together and that region with the
broader European economy.
Their study underscored how incomplete the process of European economic integration remains today. In Central and
Eastern Europe, national networks of railroads, power lines,
highways, pipelines and other communications links remain
largely disconnected from each other and from Western Europe. This is “an unhealed legacy of half-a century of Soviet
led development, during which disinterest in such intra-regional connections kept these lands dependent on Moscow.”
(James Jones and Pawel Olechnowicz, “Completing Europe:
The North-South Corridor,” The Hill, November 21, 2014)
Jones and Olechnowicz conclude that a North-South Corridor
of energy pipelines, transportation routes and telecommunication links remains one of the most urgent requirements
to be fulfilled if the goal of single European market is to be
achieved. It would bind Central Europe’s economies more
tightly, and by crossing key East-West corridor would integrate

the region and Western Europe. Spurs from the North-South
Corridor would ensure that the Baltic States, the Balkans, as
well as Moldova and Ukraine, are part of this integrated space.
Moreover, this economic backbone would enhance European
energy security. Its connection to liquid natural gas terminals
on the Polish and Croatian coasts would allow the entirety of
Central Europe to tap into the growing global LNG market,
thereby helping Europe to further diversify its sources of energy.
The more efficient flow of goods and services north and south
and east and west would enhance not just Central Europe’s
economic competitiveness and resilience, but that of the
entirety of Europe. And the efficiencies provided by integration would contribute to the achievement of Europe’s carbon
emission goals.
The Completing Europe study and its conclusions are particularly timely. Moscow’s use of energy cut-offs as part of its
aggression against Ukraine gives added urgency to the issue
of European energy security. Europe’s sustained economic
crisis makes clear that infrastructure investment needs to be
part of a concerted effort to stimulate the European economy
in the near term and to build the foundation for longer-term
economic growth.
Completing Europe estimates that 50 billion Euros of public
>>>
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and private investment will be needed to
complete its vision of North-South energy,
transportation, and telecommunications
links. This is just over 15% of the 300 billion
Euro infrastructure plan being rolled out by
the new European Commission. That proportion of the investment plan is well justified
light of the economic and geopolitical returns
it promises.
The study’s chairmen, a Polish executive and
an a former United States national security
advisor, embody its transatlantic perspective. They assert that the North-South Corridor should be given higher priority in the
US-EU relationship. Indeed, a Europe that is
economically integrated and thereby more
prosperous and resilient is a Europe that is a
more capable partner for Washington.

Last month the European Council recently reaffirmed that the North-South
Corridor’s energy links stand among its
critical infrastructure projects. However,
while the U.S. and the EU have worked
together on elements of this corridor,
such as the LNG terminal proposed in
Croatia and specific gas interconnectors,
the corridor as a whole has yet to emerge
as a formally articulated focus of U.S.-EU
councils. It would be useful to have the
corridor addressed in its entirety so as to
more effectively serve the regional geopolitical interests at stake.

When addressing the vision of a Europe
whole, free, and secure, one often thinks
– and should think - first of values and
borders. The Completing Europe study
reminds us that it also requires infrastrucIt is on this rational that energy security has
ture: the pipe- and power-lines, roads
long been a focus of the U.S.-EU agenda. The
Energy & Economic Summit 2014 in Istanbul (from left to right): David Koranyi, Director, Eurasian Energy Futures Initiative,
and railways, and telecommunication
Atlantic Council General James (Jim) L. Jones, President, Jones Group International; Paweł Olechnowicz, Chairman of the
US-EU Energy Council was created in large
links that bind communities, nations and
Board of Directors, CEEP; Ian Brzezinski, Senior Fellow, Brent Scowcroft Center on International Security, Atlantic Council
to part to address the challenges of energy
regions together. It is for this reason,
diversification and infrastructure. The importhe North-South Corridor needs to be elSouth
Corridor.
It
can
assist
European
parties
come
to
contant diplomatic role the United States played
evated as the next step in completing Europe.
sensus
over
difficult
decisions
of
budgetary
prioritization
that
in promoting the Southern Corridor, a set of gas pipelines
will be necessary to drive this project forward. The United
that will soon bring Caspian Gas to European markets, is the
States can also contribute to the commercial viability of the
most prominent example of how US-EU collaboration has
Ian Brzezinski is a Senior Fellow at the Atlantic Council. He and
corridor’s energy dimensions by liberalizing the restrictions
David Koranyi, Director of the Council’s Eurasian Energy Futures
contributed to a geo-strategically significant project.
Initiative, served as Directors of the Completing Europe study.
that impede the export of its energy resources to Europe,
including LNG.
Washington’s diplomacy can play a similar role in the North-
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Energy Union, the EU and the energy sector
By CEEP Team

A conference on EU Energy Policy and Competitiveness, organised in Brussels on the 17th of November, exposed the
discrepancies between the still theoretical concept of Energy
Union and the actual fragile reality on the energy ground.
The event attracted high-level representatives of national
and European institutions, authorities, industry, research
centres, academics and civil society who analysed and discussed the crucial and sensitive components of an EU Energy
Union – a body that is able to contribute to boosting European industrial competitiveness.
After the 2014 Ukraine crisis and the appointment of the
new European Commission, a new political momentum has
emerged in the EU regarding the need to create a truly European energy policy, with both the new President of the EU
Council, Mr. Donald Tusk, and the new EU Commission calling
for the creation of an EU Energy Union. Let us not forget Prof.
Jerzy Buzek, Chair of the ITRE Committee in the European Parliament, one of the most fervent and original supporters of
the project.
During this high-level conference, the newly named VicePresident for Energy Union, Maroš Šefčovič, stressed that we
are facing new realities when it comes to energy markets and
that the actual situation is fragile. In his vision, the Energy Union should be built, putting in place a more holistic approach
across energy policy structures in order to speed up the process. Furthermore, he stressed the fact that a lot has already
been done, an energy security strategy has already been ap-

proved by the Council, whilst the 3rd Energy Package
is already in existence and should be implemented.
The Vice-President for Energy Union offered a first
glimpse of what Energy Union means and presented
its five pillars.
1. SECURITY, SOLIDARITY, TRUST.
“We are the biggest energy consumer in the world.
We pay our bills on time," he told the conference,
underlining the need to speak with one voice, to increase transparency and co-operation to better resist
pressure. "We should do our best to explore the common purchasing of gas with full respect for the competition," he continued, explaining that, at this stage,
we should look for a step-by-step approach on a voluntary basis as a starting point.
Mr. Šefčovič emphasized the necessity to diversify the
suppliers, the routes and the sources, working harder
on the Mediterranean gas terminals and Southern
Gas Corridor, for example.

The Commissioner for Climate Action and Energy, Miguel Arias Cañete, speaking during
a conference on EU Energy Policy and Competitiveness, organised in Brussels on the
17th of November 2014

Later, during the debate, Jerzy Buzek reinforced this idea reminding everyone that energy also means security, not only
competitiveness, and that one should not forget about the
solidarity principle. “We need more Europe”. On the same
subject, the MEP, Claude Turmes, reminded attendees that the
biggest non-achievement in energy policy is the high amount
of hidden subsidies and pleaded for a more daring and transparent Europe.

2. COMPETITIVENESS AND THE COMPLETION OF THE INTERNAL ENERGY MARKET.
A functional robust internal market in which companies and
technologies freely compete to provide the best services at
the lowest price, while respecting societal and environmental constraints, could be hugely welfare enhancing. Maroš
Šefčovič pointed out that for the next period, the EU will look
for mature projects, be ready to deploy, and able to attract private investments, too. A representative of EUROGAS stated
>>>
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that “we want to see more market and more trust in the security of the market”.

speech on a very optimistic note, declaring that “we know
how to do it and what to do, so let us just do it”.

a lack of energy, not the situation where we can choose between sources of energy.”

On the same topic, the Vice-President of the European Parliament, the Romanian MEP, Adina-Ioana Vălean, strongly asserted that industries and the markets know how to regulate
the price of energy, “we, the policy-makers, should take care
of having a good framework”. A point reinforced by the President of Genfina, Groupe GDF Suez, Etienne Davignon, who
said that the market needs to “have the security, to know the
rules and how they apply.”

On the other hand, the energy sector representatives pointed out the lacking aspects and weaknesses of the current
situation. The Secretary-General of EURELECTRIC, Hans Ten
Berge, argued that we are far from an “integrated European
approach”, that we lack the infrastructure and the technology for such a purpose; the “national approaches” are still a
common rule. Hans Ten Berge and others asked for all the
above-mentioned failings to be taken into consideration, to
set clearly the rules, to get rid of State intervention in energy
prices and pleaded for a stronger ETS system.

The CEO of CEEP, Janusz Luks, outlined the mismatch between the ambitions and the available tools, and stated that
the global demand of energy will continue to increase. Therefore, the question of energy security will remain on the table.
Hence, we need many sources of energy and the status quo is
not an option for the EU.

3. MODERATION OF DEMAND.
Maroš Šefčovič fully supports energy efficiency with a binding
30% energy efficiency target for 2030, and mentioned the need
to reduce the EU’s energy bill of 400 billlion EUR per year.
4. LOW EMISSIONS IN THE EU ENERGY-MIX.
The Vice-President for Energy Union reminded delegates that
the EU is a window display attractive for its global partners,
and it should call all the others to meet its high targets. This
point was further discussed by Prof. Buzek, who explained
that the goal is to diminish the emissions of CO2 not to use
less coal, oil or gas.
5. RESEARCH AND INNOVATION.
Under this pillar, Maroš Šefčovič mentioned the Horizon 2020
programme. The Vice-President for Energy Union ended his

A never-ending opposition
This conference exposed once again the “battle” between the
different sources of energy with its three branches: traditional
energy sources, renewables, and those who plead for the neutrality of differentiation between resources.
The President of the European Alliance to Save Energy, Ms.
Monica Frassoni, specified that energy efficiency and renewable energy should be at the forefront of Energy Union. On
the other side, the President of Euro Geo Surveys, Mart van
Bracht, underlined that “the EU still needs fossil fuels for the
coming decades, and lots of it can be produced by us.”
The Vice-President of EU Affairs, and Total Thierry Reveau de
Cyrières, insisted that “we will need all energy sources and
should not oppose any forms of energy. We have a risk of

The Commissioner for Climate Action and Energy, Miguel Arias
Cañete, closed the event with a message perfectly matching
the introductory note of the Vice-President for Energy Union, Maroš Šefčovič. Arias Cañete reaffirmed that energy is a
powerful instrument to create jobs, it’s the key for the security of supply and competitiveness, that Europe should speak
with one voice and the solidarity should not stop at the EU’s
borders. The Commissioner also mentioned that a strategy paper on Energy Union will be presented in the first trimester of
2015. Hence, the Presidency of Latvia, starting in January 2015,
will make it a priority.
All in all, the ‘Energy Union’ topic is on everybody’s lips in Brussels, and all seem to agree that something should be changed,
and will be changed, given the momentum. The next step
would be to get this “something”, which already has a name
– ‘Energy Union’- from a concept into reality. One should not
forget that Europe’s Founding Fathers had foreseen that energy would represent a major instrument to build co-operation
and solidarity among European States.
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A new Industrial Policy for Europe
By Aleksandra Kania

The relevance of a new
industrial policy which
can face the challenges
of the 21st century was
recently debated extensively, during a joint
European Policy Centre
and European Economic and Social Committee Conference titled:
‘A New Industrial Policy for Europe’.
Aleksandra Kania

The event, held on
the 12th of November
in Brussels, brought together the Vice-President of the European Parliament, Antonio Tajani, the Commissioner for
the Internal Market, Industry, Entrepreneurship, and SMEs
Elżbieta Bieńkowska, and other stakeholders and experts.
TIME TO RENEW COMMITMENT TOWARDS
AN INDUSTRIAL POLICY

President Tajani stressed that a modern industrial policy has
to be combined with environmental policy, and it has to be
a policy that gives industry the chance to develop. European
industrial policy should be targeted towards growth in all
possible areas. At the same time, Europe constantly faces
the threat of investment leakage and relocation, due to high
energy prices in Europe, a steady decrease in manufacturing
accelerated by the crisis, significant competition disadvantages, and a lack of alignment between industrial and competition policy.
ACCELERATE AND INTEGRATE
During her closing speech, Elżbieta Bieńkowska highlighted
the point that an industrial policy fit for the challenges of the
21st century is at the focus of the European Commission’s
policy to boost growth, jobs and investment. Her motto on
the path to creating a modern, pragmatic and focused industrial policy is to “accelerate and integrate”: to accelerate implementation of concrete actions to support a competitive
industrial economy, whilst integrating competitiveness in all
policy areas.
INDUSTRIAL STRATEGY PRIORITIES
Bieńkowska identified four basic priorities of her industrial strategy to be included in her early-2015 road-map

for industry:
1. better access to markets, both in the EU and beyond
Improvement of industrial competitiveness depends
largely on the completion of the single market, but future success is also dependent on international markets.
2. access to resources: finance, energy, raw materials
and skills
The prices of energy in Europe are some of the highest
energy prices in the world with high dependence on
imports, resulting in high costs, particularly for energyintensive industries. Hence, there is an urgent need for
energy efficiency improvements, both for society and
industry. An Energy Union should be quickly established
in order to create a competitive and integrated internal
energy market.
3. ability to invest in innovation and modernisation
An innovation-friendly environment for industry needs
to be created, using all tools, including the Horizon 2020
Programme, and industry needs to be modernised to be
able to meet the challenges of tomorrow.

>>>
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4. favourable business environment
Companies need a business-friendly, regulatory
environment committed to simplicity and predictability. The regulatory and administrative burden
should be reduced, whilst, at the same time, protecting intellectual property rights. The time and
cost of setting up new businesses should be cut.
The Commissioner focused on the competitiveness
and sustainability of industry, enumerating also the
main challenges – one of them being investment:
“The biggest problem facing Europe’s industry is the
dramatic fall in investment, which is 20% below the
pre-crisis levels.” At the event, Bieńkowska referred
to her well-known catchphrase from the EP hearing:
“Let’s get Europe back to work” and responded to
the oft-quoted remark that “Industry is not a problem for Europe!” “On the contrary,” she retorted, “it
is the biggest chance, and it is our biggest chance, to
build a competitive and innovative economy of the
future!”
Aleksandra Kania
Senior Specialist – Environmental Protection
Co-ordination, ArcelorMittal Poland
"A New Industrial Policy for Europe" conference was held on the 12th of November in Brussels. (left) Mr Fabian Zuleeg, Chief Executive, EPC, (middle)
the Commissioner for the Internal Market, Industry, Entrepreneurship, and SMEs, Ms. Elżbieta Bieńkowska, (right) Mr Martin Siecker, President of
the Section for Single Market, Production and Consumption, EESC (Employees´ Group)
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European energy: more market,
more security
By Cristina Dascălu

Ms. Adina-Ioana Vălean, a Romanian MEP,
Vice-President of the European Parliament
and a member of the Committee on Industry,
Research and Energy (ITRE), presented during the conference on EU Energy Policy and
Competitiveness in Brussels her vision on how
to manage inherent costs in order to make
energy prices more favourable to business
competitiveness,. After the event, she further
developed for CEEP Report some of the crucial points.
Cristina Dascălu (CD): You said in your presentation that the EU should rely more on the
US and less on Russia when it comes to energy imports. “The more the EU looks to the
East, the less it is open for the global supply
chain”. Can Russia be replaced by the US or
others?
Adina-Ioana Vălean (AV): The EU should
rely on itself and re-orient its energy security strategy. By fully interconnecting its gas
grids, by building up LNG hubs in Southern
Europe, and by completing the North-South
and Southern Gas corridors, we can choose

to buy from any supplier on the global market. We should not be in the business of ignoring any country: we should just be able to
choose the best prices and the most reliable
partners. We can do that only if we have a
truly interconnected internal energy market with multiple entry points and reverse
flows. Of course, an extended deal on energy trade within the Transatlantic Trade and
Investment Partnership Agreement – the
TTIP, would allow consumers to benefit from
the deep discontinuities in price between
the American and European markets, and it
would allow the EU to build up its long-standing economic partnership with the US.

points of Juncker´s (immediate) investment
plan with a clear commitment to include energy infrastructure investment among its key
priorities. I would say this is excellent news
for the energy market as a whole, but it also
represents a ‘kick-start’ for the planned Energy Union.

MEP Adina-Ioana Vălean

(CD): During the event in Brussels, you mentioned that the “EU needs more market”.
How can EU Institutions support the market
in order to reach targets in terms of energy
efficiency and the other goals?
(AV): The European policy-makers should ensure that proposed legislation remains stable
and predictable in order to allow project promoters to apply their long-term investment
plans. Further on, the EU can develop new

financing mechanisms based on the Connecting Europe's Project Bonds Initiative, in order
to attract the huge available capital which lies
with institutional investors. Commissioner
Miguel Arias Cañete, has already presented
at the Energy Conference on Monday (17th of
November), and at the Gas Week Conference
on Tuesday (18th of November), the main

(CD): Mr. Jerzy Buzek speaks about “more
Europe in the energy sector”. What does
that mean to you as an MEP?
(AV): I would agree with Mr. Buzek and add
that more Europe in the energy sector is
actually a Europe in need for more market.
More Europe can happen if landlocked countries, the Baltic nations and Central Eastern
Europe, as well as our Eastern neighbours,
have the physical choice of buying gas from
Africa which arrives at an LNG terminal in
Spain or the Netherlands, or if they choose
to continue to get a part of their supplies
through the existing pipelines. This would
put all Member States in a position to get the
best wholesale prices and the best services,
and this would make Europe stronger on the
international scene.
>>>
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more security
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(CD): According to you, what mix of investments could bring about the security of
supply, sustainability and competitiveness
of the energy sector?
(AV): Of course, the private ones, as they always follow the best and most mature projects. We cannot afford to pick the winners
for the simple reason that those projects
will be much more expensive for our consumers. As I said, we should ensure that we
are attractive enough to the private money.
A European Long-Term Investment Fund
co-sponsored by private investors, the European Investment Bank and national governments can provide the momentum for
restarting investment in our grids.
(CD): Mr. Maroš Šefčovič explained what an
Energy Union means for him. What’s your
vision, and what should be the pillars of this
Energy Union?
(AV): The Market, Diversification of Supply
Sources, and Interconnections.
(CD): Any thoughts about Romania’s energy sector situation?
(AV): Romania has to follow the new financing mechanisms if it wants to be a winner in
today's European energy supply transition.

We have to re-define our vision and need to
start looking at energy as a market asset at
all levels, be it production or transmission.
All our priority projects need to be re-focused on building a regional market, which
is connected to the world’s supply markets,
with outflows directed at the best returns,
and inflows selected by the lowest prices.
Therefore, I fully support the development
of the LNG gas terminal in Constanta as part
of the AGRI project, which is already on the
EU energy PCI's list. Furthermore, I believe
that it is vital to connect Romania through
new infrastructure to the Mediterranean
LNG terminals in Greece and Turkey, in order
to grant full access to our consumers on the
global gas market. These projects will have
to be introduced on the Pan European PCI
list at its midterm review in 2016.
Even more important for Romania is to
start working towards establishing a Regional Energy Council based on the model
of the Vişegrad Countries V4 Initiative. This
Council should streamline political and energy market co-operation and facilitate joint
decisions on essential gas infrastructure
investment in the region. Knowledge and
information could be developed jointly on
issues such as energy storage facilities, and

tendering processes for LNG and interconnectors. At the industry level, transmission
system operator (TSO) cross-border co-operation could be strengthened to take into
account regulatory impacts on the region.
Infrastructure financing in the region could
also be kick-started by the build-up of a Regional Infrastructure Investment Fund. For
Romania, this would allow private investment, as well as EIB guaranteed financial
instruments, to be attracted and channelled
towards our market. It would also be a first
step towards emerging as a regional energy
hub.
I will conclude by expressing my belief that
this European energy transition could be
steered by Romania towards securing its energy independence and long-term competitiveness, provided that we make the smart
choices offered by global trade and private
investment.

Cristina Dascălu
Communication Officer,
CEEP

ENERGY-ECHO
Compact Fusion it’s closer than you think!
Lockheed Martin’s Skunk Works team are looking to the sun to provide a source of infinite energy – nuclear fusion. Containing the power of
the sun in a magnetic bottle, which is resistant
to extremely hot temperatures, they are on
the ’fast track’ to developing nuclear fusion
reactors small enough to fit on a truck, and provide enough power for a city of up to 100,000
people. Nuclear fission powers the world’s nuclear reactors today, but nuclear fusion offers a
cleaner, safer source of energy.
Fusion is the process by which a gas is heated
up and separated into its ions and electrons.
When the ions get hot enough, they can overcome their mutual repulsion and collide, fusing
together. When this happens, they release a lot
of energy – about one million times more powerful than a chemical reaction and 3-4 times
more powerful than a fission reaction. By using
modestly-sized devices, Lockheed Martin will
create fusion technology quickly, in months
rather than years, and these devices, in fact,
will be ten times smaller than in previous concepts. (PW)

>>>
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Long-term EU and Ukrainian energy
security depends on the full implementation of the 3rd Energy Package
By CEEP Team

The EU, Ukraine and Russia recently signed a
binding short-term protocol for winter that
confirms Russian gas deliveries to Ukraine.
At stake is Ukraine’s and Europe’s energy
security. The Chief Executive Officer of Naftogaz, Andryi Kobolyev, shared with the CEEP
team his insights on the brokered deal and
what this means for the EU, Ukraine and Russia and what steps need to be taken in the
future.
CEEP: What’s the exact situation on the
ground and what does the signed deal
change?
Andryi Kobolyev (AC): The situation remains challenging. Russian troops have occupied coal producing territories in southern Donbass, as well as the gas producing
region of Crimea. The infrastructure connecting the coal mines in the East with the
rest of the country has been deliberately
destroyed making Russia the only destina-

Andryi Kobolyev

tion for this fuel. This puts an additional
strain on Ukraine’s energy needs and financial requirements this winter. Ukraine’s
government has introduced a number of
emergency measures to control demand,
like setting up limits for industrial consumers and launching financial assistance pro-

grammes for energy efficiency projects for
households. There is also a massive information campaign for energy efficiency in the
country. In addition, tariffs for households
have been raised promoting energy saving,
although they still do not reflect the market level. We are yet to see the results, but
we can say that the consumption levels are
falling, even in the regions not affected by
the invasion. Notably, we are witnessing
that households have started cutting their
gas consumption for the first time in years.
With the Brussels deal, Naftogaz has secured a security-based supply of gas which
it plans to use to cover peak demand. Naftogaz is able to be flexible in ordering gas once
the prepayment has been made. We have
honoured the conditions of the accord, and
hope that our Russian counterparts will do
the same.

Denmark considers phasing out
coal-fired generation by 2025
Denmark is considering phasing out coal between 2025 and 2030, to cut its (ghg) greenhouse gas emissions. The Scandinavian country
imported 6Mt/year of coal, on average, between 2000 and 2011, 5 Mt in 2013, and generated about 40% of its electricity from coal in 2013.
Already committed to covering more than 50%
of its power generation from wind power by
2020, it succeeded in cutting its GHG emissions
from the combustion sector by 26% between
1990 and 2013, from 50Mt to 37Mt. Denmark
aims to cut its GHG emissions by 40% by 2020,
(compared to 1990), matching the EU’s target
for 2030. (PW)

CEEP: Does the recently signed deal
(Ukraine-Russia-EU) prevent a new ‘gas
war’ or just delay it? To what extent is it
>>>
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binding? We read in the press that the Russian Minister of Energy, Mr. Alexander Novak, declared that it’s not: so does this mean
that Russia can still play with the supply
flow and price?
AC: The deal is binding on Gazprom on a
number of conditions, including the flexibility and security of supply. The price is based
on a $100 discount unilaterally granted by
the Russian government. Before the deal
could be reached, the Russian representatives explicitly guaranteed to the European
Commission that these conditions would not
change until the end of March, 2015.
The delay in signing the trilateral energy
deal was down to Russia’s refusal to sign a
binding protocol. This was finally achieved
with great effort by the EU and Ukraine. So,
the current agreement is a binding protocol
which lays down the necessary conditions
under which gas can be traded between Russia and Ukraine, effective until March, 2015.
The interim deal signed between Ukraine,
Russia and the European Commission al-

lows Naftogaz to order gas from Gazprom
flexibly and without take-or-pay provisions.
The prerequisite for resuming the supply of
Russian gas to Ukraine was the transfer of
$1.45 billion by Naftogaz to Gazprom, which
has been made. The total volume of gas
that we will import this winter depends on
the behaviour of Ukrainian consumers. The
more efficiently consumers use energy, the
less Ukraine will have to import. Russian gas
will be used to balance the system in times
of peak demand that cannot be met via our
other sources: current volumes in storage,
our own production, and imports from the
EU. The main suppliers of imported gas to
Ukraine this winter will be European companies.
CEEP: What are the perspectives postMarch? Maroš Šefčovič (Vice-President for
the Energy Union) said earlier, during a
conference in Brussels, that some discussion had already taken place regarding the
period post-spring. Are you aware of these

discussions? Are you satisfied with the perspectives?
AC: The most important thing for long-term
EU and Ukrainian energy security is the full
implementation of the third energy package. This package is designed to complete
an internal EU and Energy Community free
energy market. Currently, it is far from fully
implemented. A particularly acute issue is
the Ukraine-Slovakia interconnector, where
the spare reverse flow capacity from Slovakia to Ukraine is being blocked by Gazprom
on the grounds of a legacy contract with Eustream, although nearly half of the pipeline
capacity is dormant. It is clear that Russia
does not want to lose its grip on the EU’s
energy market, and so deliberately tries to
block the package’s implementation. However, this obstruction is unlawful and prevents spare capacity of over 30bcm/year
from being used for West-to-East reverse
flow. Enabling the free flow of gas on this
route would greatly help not only Ukraine,
but also Hungary, Romania and Bulgaria – all
>>>

Gas Stress Test: Coping with
supply interruption
The EC has just published a new report which
analyses the resilience of the European gas system, if it is tested by such a scenario as a sixmonth cut-off of Russian gas supplies. Eastern
EU and Energy Community countries are identified as being most at risk: Finland, Estonia,
the Former Yugoslav Republic of Macedonia
(FYROM), Bosnia and Herzegovina, and Serbia
would miss at least 60% of the gas they need
from a long-term disruption to supplies. The
report’s recommendations, include: completion of the internal energy market, increasing
energy efficiency, diversifying external supply
sources, and exploiting indigenous sources
(fossil and non-fossil), should certainly help
EU Member States to survive the stress test.
In the longer-term, Europe must drastically
reduce its gas import dependency, which presently stands at 66%. The Stress Test Report is
available at: http://ec.europa.eu/energy/stress_
tests_en.htm (PW)

>>>
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countries that were all identified
as particularly vulnerable in case
of disruption of gas supplies
from Russia in the European
Commission’s recent stress test.
The EU must act urgently to prevent this breach of EU legislation
on its own territory.
CEEP: What do you expect specifically from EU for the coming
months?
AC: Naftogaz has an excellent relationship with the European institutions and is very grateful for
the support received from the EU, including
help from former Commissioner Oettinger
in securing the short-term winter deal with
Russia. I have just been in Brussels for two
days of high-level meetings at the Commission, Parliament, and the EEAS where we discussed a number of concrete action points,
including how the EU can help to resolve the

current issue with the Slovakian interconnector.
CEEP: EU representatives discuss these days
the creation of an Energy Union. What do
you expect from this new set-up as a company from an EU neighbourhood country,
and what role should the EU give to Ukraine

in this new ‘Energy Union’?
AC: It is early days yet for the Energy Union, but Ukraine and Naftogaz are solidly facing the EU
now, and as such, we are positive
about the prospects of an even
closer EU energy market. Ukraine
can offer Europe its largest underground storage capacities to support gas supply security in the EU.
Our storage capacity is nearly 30
bcm (nearly 40% of EU-28 capacity), half of which could be used
by EU companies to form reserves
of gas for the winter, during the
summer, when prices are lower. The more
interconnected the European gas market
becomes - the more fluidity is created in the
system. This is good for energy security, but
it is also good for competition and therefore, pricing, addressing the current issues
which provide vastly different gas prices in
different European markets.

Iran’s oil and gas potential
Potential: According to the 2014 ‘BP Statistical
Review of World Energy’, Iran sits on the largest proved gas reserves in the world (1,200
trillion cubic feet more than 18% of the world
total), and has the fourth largest proved oil
reserves (157 billion barrels, the equivalent of
more than 9% of the world total). Problems:
Sanctions imposed on Iran by the US, the UN,
and the EU, have greatly limited investment in
the country, apart from restrictive contractual
terms for foreign investors.
Solutions: Three things must happen: a longterm deal on its nuclear programme must be
sealed; the sanctions must be lifted (which will
happen if the nuclear deal is reached); and Iran
must offer foreign investors more lenient contractual terms (which have been proposed via
the (IPC) - Iran Petroleum Contract in February,
2014). The nuclear deal will be probably signed
by the end of the first quarter of 2015, and this
is a pre-requisite to the other developments.
If all goes well, the emergence of Iran will be
viewed as both an opportunity and a threat
to oil- and gas-rich Arab countries, in the longterm. It could also result in exports of gas to
Europe via Turkey. (PW)
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The Role of Biofuels in Achieving the
EU’s Climate Goals for 2030 and Beyond
these alternative fuels can make towards increasing energy
security, maintaining economic growth and competitiveness,
along with the promotion of international development.
The event was opened with welcoming remarks from Prof.
Dr. Friedbert Pflüger (Chief Executive Officer, Pflüger International), and Mr. Janusz Luks (Chief Executive Officer, CEEP),
followed by the keynote speech of Mr. Herbert Reul, MEP.

The conference ‘The Role of Biofuels in achieving the EU’s Climate Goals for 2030 and beyond’ provided the opportunity
for a vivid debate about the most recent developments in renewable energy sources for the transport sector, the role of
advanced biofuels, and with particular attention to ILUC (Indirect Land Use Change).

Mr. Reul described how the perspective on first generation
biofuels has been rapidly changing over the last few years, and
what the consequences of this have been adversely affecting
investment security and businesses all over Europe. He underlined that it is a politician’s duty to find a balance between various interests, as well as implement policies that promote progress and innovation through flexibility. In this context, Mr.
Reul welcomed the decision to appoint a single commissioner
for energy and the climate, and pointed out that we should
not allow our climate policy to dominate other areas, such as
security of supply or affordability – not least because of the crisis in Ukraine. He also noted that under these circumstances,
fulfilling ambitious European goals will be very expensive and
cannot happen without biofuels.

Participants discussed the role of first generation and advanced biofuels, in relation to reaching the EU’s greenhouse
gas emission reduction targets, as well as the contribution

Mr. Andreas Pilzecker (Policy Officer in charge of biofuels
since 2007, at DG Energy), presented the Commission’s view
that sustainability considerations, and particularly Indirect

Jarosław Cendrowski
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By Alexandru Zegrea and Jarosław Cendrowski

Land Use Change (ILUC), should be an integral part of European legislation. He also pointed out that ‘the ball was now
in the court’ of the European Parliament, which is presently
discussing and amending the Commission’s proposals.
CEEP was also represented by Mr. Bogdan Janicki, Senior Adviser, who gave an in-depth presentation on the current status
of the biofuels industry from a Central European perspective.
He decried the current drop in biofuels consumption due to
changing regulations, and underlined the need for a stable,
legal framework that guarantees investment security – which
Europe has been lacking so far.
Based on EUobserver information, biofuels consumption for
use in transport in the European Union, dropped by 6.8% between 2012 and 2013, and the biofuel rate in 2013 was only 4.7%,
when the EU’s target for 2010 was 5.75%. These current trends
indicate that the 2020 target (10%) may not be achieved, and
Europe will not reduce its bills for crude oil imports as planned.
Mr. Janicki also stressed that biofuels are still more expensive
than fossil fuels.
A former Vice-President of the European Parliament and previously a rapporteur for the Industry, Research and Energy Committee of the European Parliament on the Renewable Energy
Directive, Mr. Alejo Vidal-Quadras, recommended postponing
decisions on renewables and biofuels as a result of his convic>>>
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tion that a new Parliament will produce a much better
outcome, thus giving the debate the time and attention
it deserves. He also strongly discouraged the mixing of
various measures (such as caps, targets, sub-targets)
in order to achieve European goals, as these can easily
become legally redundant, and commercially confusing.
In the context of international development, Mr. VidalQuadras also mentioned that he had recently visited
Malaysia and was impressed with the progress made in
sustainable palm oil production.
The Chief Executive Officer of VERBIO, Mr. Claus Sauter,
emphasised the need to ensure supply security through
the use of biofuels, and challenged the Commission’s inclusion of ILUC in its Renewable Energy Directive. According
to Mr. Sauter, ILUC is irrelevant in Europe, where the majority
of land is already in use, and ineffective abroad, where producer countries, not the European Union, should be in charge
of drafting and enforcing sustainability regulations.
Bio industry representatives stressed that ILUC does not actually apply to Europe. Moreover, we still cannot measure ILUC,
because it is based on too many hypothetical economic assumptions, market predictions, and theoretical models.
The Chief Executive Officer of the Association of the German
Biofuel Industry, Mr. Elmar Baumann, highlighted the academ-

fuels are still too high. A number of previously announced
investment projects were postponed or cancelled, and investors will scour the markets before they start investing.

ic controversy around the scientific conceptualisation of ILUC,
and challenged its applicability in policy-making. He noted
that biofuels replace the most expensive and environmentally
problematic forms of fossil fuels, and therefore do contribute
significantly to the European Union’s climate goals.
The situation is changing regarding biofuels. In previous years,
first-generation biofuels were seen in a very favourable light.
Currently, though, some of them are perceived as being bad
for the environment and food security. Whilst the EU certainly
needs advanced biofuels, there is no comprehensive definition yet of what constitutes a second or third generation biofuel. We need a common understanding of how to categorise
waste, residues, etc. Furthermore, the costs of advanced bio-

The other participants, members of the European Parliament, representatives of European institutions, academics, executives, and heads of industry organisations,
contributed substantially to an interesting debate. For example, the Chief Executive Officer of the Certification firm,
ISCC Systems, Dr. Norbert Schmitz, recounted what he
called a ‘success story of certification systems’, promoted
by the European Commission – particularly in Malaysia – in
achieving sustainable biofuels production abroad. The Secretary-General of ePure, Mr. Robert Wright, in response to
the pro-ILUC comments of Mr. Pilzecker, stressed that ILUC
was, and is, an inadequate instrument of policy-making and
should not be included in European legislation, as it offers no
certainty or consistency in its predictions.
The workshop was held on November the 12th in the European Parliament in Brussels, at the invitation of Central Europe
Energy Partners (CEEP) and Pflüger International, with the
support of Mr. Herbert Reul, a Member of the European Parliament.
Alexandru Zegrea, Consultant, Pflüger International
Jarosław Cendrowski, Coordinator, Grupa LOTOS S.A.
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53RD ENERGY DIALOGUE
AT THE REICHSTAG
By Alexandru Zegrea

The 53rd Energy Dialogue at the
Reichstag discussed the status
quo and the need for future
reform of the German ‘Energiewende’. The panel discussion
was held in Berlin on October
the 17th, 2014, at the invitation
of Prof. Dr. Friedbert Pflüger,
Janusz Reiter and Central Europe Energy Partners (CEEP).
The President of the German
Association of Energy and Water Industries (BDEW), as well as the Chief Technical Officer of
the Municipal Utilities of Magdeburg, Mr. Johannes Kempmann
began proceedings by welcoming the recent merger involving
the German Ministries of Economy and Energy, the two main
authorities responsible for the Energiewende. Conscious of the
need for reform, he identified the newly-introduced auction
model and the direct marketing of renewables, as decisive steps
in the right direction. However, Mr. Kempmann complained that
the initial aim of the Energiewende – the reduction of CO2 emissions – has taken ‘a back seat’ in the current debate, and that
too little effort is being made to improve energy efficiency in the
transport and heating sectors. Furthermore, he noted that the
current grid is unstable, due to the increasing share of renewa-

Alexandru Zegrea

bles in the energy-mix, whilst incentives for the expansion and
improvement of this energy grid remain a key regulatory challenge and capacity mechanisms are urgently needed.
The President of the Central Association of the German Electrical
Engineering and Electrical Industry (ZVEI), and Chief Operating
Officer and Vice-Chairman of the Board of Management of the
Endress+Hauser Group, Mr. Michael Ziesemer, also strongly welcomed the rapid expansion of renewables in the German market
and the public’s continuing support for the Energiewende.
Mr. Ziesemer emphasised the employment of more marketbased mechanisms, the preservation of exemptions for energyintensive industries, and the formulation of a clear trajectory
for the expansion of renewables as the central positive achievements of the EEG: in his opinion, the Energiewende offers up
more chances than risks. Mr. Ziesemer also pointed out that
about 80% of companies within the electric power industry identify with the goals of the overall reforms, but only 2% believe that
the Energiewende is managed effectively. Mr. Ziesemer agreed
with Mr. Kempmann that more investments into the expansion
of the grid are needed, and that better co-ordination is necessary: modern reserve capacity has to be developed in order to
complement the integration of renewable energy sources.
Alexandru Zegrea
Consultant, Pflüger International Consulting GmbH
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