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TO OUR MEMBERS, READERS
AND CONTRIBUTORS
We are now
at the end of
a critical year
for
Europe
and its energy
policy. After
the Ukraine
crisis and the
Paweł Olechnowicz
appointment
of the new
European Commission, a new political
momentum has emerged with both the
new President of the EU Council, Mr.
Donald Tusk, and the new EU Commission, calling for the creation of a true Energy Union. One should not forget about
Prof. Jerzy Buzek’s commitment to this
project and the Latvia’s up-coming EU
Presidency priority to achieve a competitive Europe.
Furthermore, the European Council’s
Conclusions on October 24th, declared
the North-South Corridor to be “a critical infrastructure project”, but for the
time being, Central Europe remains a
set of inadequately-connected, national

strategy markets, isolated from the rest
of the EU and exposed to a supply monopoly. Therefore, one of the biggest
challenges that must be met to complete
European integration is the development
of infrastructure networks that will bind
together Central Europe with the rest of
the EU. The new Commission promises to
tackle the situation using a more holistic
approach, based on solidarity, and with
a clear objective: boosting the competitiveness of the European economy.
We are confident that all parties will be
listened to in this process; that CEEP will
continue to play an important role in the
energy debate in 2015; and that pragmatic and beneficial decisions will be
reached. Bearing this in mind, I wish you
and your loved ones, a Merry Christmas
and a happy, as well as prosperous, New
Year!
Paweł Olechnowicz
Chairman of the Board of Directors, CEEP,
December 2014

Dear Readers,
The end of 2014 is approaching fast – and what a year it
was. New European Parliament was elected and new European Commission formed. Political tension and the military force use in the Eastern Ukraine rattled the otherwise
peaceful European continent existence. Suddenly the idea
of the close energy cooperation of the European states
and business as previously discussed in general terms
turned into an urgent, pressing issue.
The details of such energy common stance of the users vis
a vis suppliers will have to be worked out, but the issue
passed the turning point and will have to be resolved. Everybody will take advantage from the „new deal” and the
resulting enhanced energy security will benefit the stability and growth of Europe.
I am proud that we have been supporting the idea of the
energy cooperation in Europe since the very beginning of
the CEEP Report. We were publishing the views of the important public figures and top business leaders encouraging discussing the energy security complex and reaching
for practical solutions. We are very happy and satisfied
that those efforts were noticed. We shall progress even
more in 2015. May the coming new year bring you all happiness, satisfaction and success. Together with the CEEP
Report staff I wish you a Merry Christmas and wonderful,
prosperous New Year.
Tadeusz Jacewicz
Editor-in-Chief
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CENTRAL EUROPE ENERGY PARTNERS

Position Paper
By Janusz Luks

Energy consumption (fuel) in the EU’s transport sector is falling (over the past 5 years, the overall demand has declined by
13%), thus decreasing GHG emissions in the transport sector.
However, to achieve the objective as outlined in Art.7a FQD,
this drop in GHG emissions is not included. To achieve the
goals of art 7a, the fuel supplier has to reduce GHG emissions
by per unit of energy contained in the fuel. Frankly speaking,
the expected further decrease of energy consumption (fuel)
by another 15% by 2020, will cover all expectations connected
with decreases in GHG emissions, and as a result of this situation, art. 7a should be withdrawn, as over five years ago, when
FQD entered into force, nobody expected a decrease of energy consumption in terms of fuels, and especially so fast.
Moreover, to achieve the 7a objective, the substantial increase
in the usage of biofuels has to be planned. The excessive use
of biofuels is discussed very often in the EU, and is seen as
causing environmental problems (ILUC issue). One should not
forget that biofuels components are more much expensive
than crude oil fuels. This is very painful, especially in the situation whereby the crude oil price has dropped by almost 30%,
which means that the price ratio of biofuels to fuels will be
raised.
The Impact Assessment prepared by the European Commission on the calculation methods and reporting requirements
pursuant to Article 7a of FQD, shows that introducing art.7a,

according to the EC’s concept, will influence the price of fuels
by 0.3 euro cents only per litre, which is simply not realistic,
and by our calculations, the reality is that it will amount to
US$ 6-10 per barrel of oil, which would be disastrous for our
refineries, and lead to their uncompetitiveness, resulting in
closures.

•

that impact assessment is not objective to any degree, and
only leads to false conclusions;

•

that in the default value scenario for processed crude oil,
the EU’s refineries will secure their European competitiveness, though it will not secure them from external competition: so, the default value solution is the only compromise
solution acceptable.

I strongly recommend your votes to reject the resolution of
the rapporteurs: Bas Eickhout, Gerben-Jan Gerbrandy, Matthias Groote, Jo Leinen, Sirpa Pietikäinen, and Piernicola Pedicini
on ‘the draft Council directive ../.../EU laying down calculation
methods and reporting requirements pursuant to Directive
98/70/EC of the European Parliament and of the Council relating to the quality of petrol and diesel fuels’ during the December Plenary Session in Strasbourg.
Please bear in mind:

•

the case of the refinery industry, whose contribution to
GHG emissions is definitely lower, with a further lowering
tendency by 2020, than was planned in 2009;

•

that the position of the European refinery industry is very
difficult in view of global competition, yet is thought to be
the most technologically-advanced, and any additional burdens would be unbearable;

•

that a substantial increase of biofuels, in view of ILUC, cannot be accepted within the EU’s concepts;

Janusz Luks
Chief Executive Officer
Central Europe Energy Partners
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Latvia’s priorities for the Council Presidency
By Jakub Przyborowicz

On the 21st of November, the European Policy Centre organised its traditional Breakfast
Policy Briefing before the holding of a new
Member State Presidency in the European
Council. Following on from Italy- from the 1st
of January, 2015, Latvia will hold the Presidential rudders as the EU flagship until the
1st of July, 2015, steering the course of the
European Union. It also marks an important
exam for Latvia, because it will be the first
time, since its accession to the EU in 2004, it
has taken up the Presidential reins. This will
also be practically the first Presidency, after
elections of the new EU Parliament and Commission with which they will cooperate for
next six months.
The main Brussels responsibilities for this
time will be in the hands of Ms. Ilze Juhansone, as an Ambassador and Head of the Permanent Representative of Latvia to the EU.
She was the main speaker at the event. She
had made a statement to clarify the plans of
the Latvian Presidency.
As Ms. Juhansone stated, the Latvian Presi-

dency has already announced that it will
concentrate on three broad areas, aiming
towards a competitive, digital, and engaged
Europe.
Latvians are planning to deal with a number
of dossiers, including the need to foster investments and economic reforms; revision of
the Europe 2020 strategy; the creation of a
digital single market; developing transatlantic relationships via the TTIP, neighbourhood
policy, especially in terms of the Eastern Partnership; and issues related to migration and
security policy.
The Ambassador underlined the point that
due to the actual economic situation, the
Presidency would like to focus on a more
competitive Europe, although it would define
exact projects to be realised. In terms of the
economy, the EU needs a strong, single market therefore, the Presidency will probably
not complete work on administrative barriers, but would like to come up with good solutions for industry. As an Energy Union has
become one of the priorities of the President
of the European Commission, Mr. Junckers,
Latvians wish to start strong work on the
Union’s possible structure. In their perspec-

tive, the most important factors to consider
would be improvements in energy infrastructure, energy security, and fulfilling the wishes
of Baltic States to set up a stronger agenda
for their region, in terms of energy.

and feels it is imperative to finish off existing
plans. The Ambassador admitted though,
that we have to think more regionally, and
from an Energy Union point of view.

Due to the actual political situation, one of
the priorities for the Presidency would be
to encourage deeper monetary union, using
relevant tools. Also, new technologies and
especially a Digital Agenda, in terms of both
cyber security and a well-prepared, comprehensive, E-government action plan.

It’s worth mentioning that to cope with all
these stated priorities, the Presidency has
very ambitious plans to organise, in the
six-month Presidential period, around 200
events at different levels in Latvia, and approximately 1,500 meetings to be held in
Brussels and Luxembourg.

After presentation of Latvia’s priorities,
CEEP asked Ms. Juhansone about energy
infrastructure in terms of the North-South
Corridor and the newly-published CEEP and
Atlantic Council report ‘Completing Europe
– from the North-South Corridor to Energy,
Transportation and Telecommunications Union’. Ms. Juhansone has already confirmed
that implementing a priority list of PCI’s, and
moving forward strongly towards their completion, will be of major interest in the next
few months. A new investment package will
be taken into consideration, but the Presidency wants to concentrate on existing projects, as well as the new list planned for 2015,

The Presidency of Latvia will host the Eastern Partnership Summit, the Fifth Meeting
of the Ministers of Education of the ASEM
countries, and the Conference of European
Standardisation.

Jakub Przyborowicz
Senior Specialist, CEEP
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Traditional energy sources are the key
expertise behind the FRUNZE brand
The CEO of PJSC ‘Sumy Frunze NPO’, Mr. Alexey Tsymbal, answered the CEEP Report questions regarding CEEP membership, perspectives of the energy sector, and the added value
of being part of the Central Europe Energy Partners’ project.
Sumy Frunze NPO became a CEEP member in October this
year, and it is a Ukrainian leader of blanking facilities, chemical equipment production, turbo-compressor units and
compressor production, and pump equipment.
Cristina Dascălu (CD): What do you want to accomplish as a
CEEP member?
Alexey Tsymbal (AT): PJSC “Sumy Frunze NPO” has great
experience in heavy industrial engineering. We have a lot of
implemented projects and developed solutions that could be
of use for discussion in order to improve energy security of
the European Union. We are ready to search new solutions
together with Central Europe Energy Partners and hope to
become a full participant in the processes patronized by CEEP.
CD: What will be the main challenges for the sector you’re active in, within the coming years?

Alexey Tsymbal

AT: Recent years have witnessed energy sources becoming
instruments of political dealing and influence rather than commodities. The existing EU energy sources supply system is not
perfect and cannot provide energy security for the consum-

ing countries. The main task for CEEP members for the next
period is, therefore, to actively participate in implementing
projects that will provide a proper level of EU energy security.
PJSC ‘Sumy Frunze NPO’ can contribute and be beneficial to
the EU to achieve the above goals. We have vast experience in
the energy sector and we are open to sharing this experience,
to find new ways of applying it, not only in Ukraine, but on the
European market as well.
CD: What do you think you can contribute in terms of strengthening CEEP, and therefore, the entire energy sector?
AT: Strengthening the EU energy sector thereby achieving
CEEP’s main goal, the efficiency of prevailing, traditional,
energy source consumption shall be increased. Traditional
energy sources are the key expertise behind the FRUNZE
brand. Our company provides approved engineering solutions and technologies – from initial idea to implementation. We provide reliability that can be measured in real
figures, such as: efficiency, lifetime, cost of lifetime, etc.
To increase efficiency and the security of hydrocarbons supply, focus should be given to the refurbishment of Ukrainian
gas transit pipelines, which serve as the main gas carrier to
Europe. The potential of Ukrainian OEMs is extremely high in
this segment, and working in tandem with European partner
OEMs, based on European standards, we can gain high results.
Another matter that should be paid attention to, is the di>>>
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versity of energy supply sources.
FRUNZE realizes the importance
of projects with renewables and,
the company has expertise in wind
and hydro-power generation, the
recovery of low potential heat using the Rankine Organic Cycle, etc.
CD: What should be CEEP’s priorities for the next two years from
your perspective?
AT: CEEP members bring many ideas and proposals. Those should be
processed and systemised, whilst
a relevant strategy of further actions shall be developed and implemented.
CD: Any additional comments or
thoughts?
AT: Ukraine has become an EU
associated member this year.

This is only an entry point, but
was extremely painful. To become a fully legitimate member
of the EU, titanic qualitative efforts need to be made. Reforms
should touch all fields, including
the industrial sector which has
to meet European requirements.
It is a great honour for PJSC ‘Sumy
Frunze NPO’ to become a part of
Central Europe Energy Partners.
It is both a new experience and a
new level of responsibility. However, we are ready to prove that
FRUNZE is a team player, creative,
responsive, effective and proficient.

Cristina Dascălu
Communication
Officer, CEEP
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Juncker’s investment
plan: the golden goal for
European industry?
By Marek Orzechowski

The European Parliament endorsed on the 26th of
November, 2014 Jean-Claude Juncker’s investment
plan based on financial engineering, which is supposed to raise more than 300 billion Euros. The core
of his plan is the strategic European investment fund
which will be funded with public money – 16 billion
Euros from the European Union budget, and the European Investment Bank which will lead the fund,
should add 5 billion, making 21 billion Euros. The idea
and the procedure of the plan should not be politicised – there is no political control over the choice of
investment projects to be funded - the Commission
promises. The plan indicates that the fund will target, first of all, energy networks, broadband, transportation infrastructure in industrial centres, and
renewable energy projects, whilst supporting both
small and medium enterprises.
“We are a community of destiny, which means solidarity for all”, declared Jean-Claude Juncker, when
presenting his plan. The Commission estimates it will
create an additional 1.3 million jobs with the plan. At
the beginning, the fund will be guaranteed by public
money, with Member States participating on a voluntary basis, and will not take into account their contributions when calculating public deficits. However,

some fear that investments will go to countries that
are not in crisis, because it is not a matter of subsidising projects, but of financing. The idea of solidarity is one side of the case – the other one is always
the often used principle – “I want my money back”.
Without doubt, everything will depend on the composition and functioning of the investment committee, who will be taking decisions on funding projects:
and, as always, `the devil is in the details’.
What will be important? Firstly, the funding projects
should meet real needs and cannot duplicate the
existing infrastructure. Secondly, access to the fund
must be fair to all users; and finally, the aid should
be limited to what is really necessary. If the guidelines are simple, the conditions clear, and the control
effective, but not inhibiting – Juncker’s big plan can
really speed up development of the Union’s industry and achieve its goal. If this happens, Jean-Claude
Juncker will then go down in history as the President
of the European Commission who helped to revive
its economic position.

Marek Orzechowski,
journalist, adviser at CEEP
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Finland expands energy
co-operation with Russia
By Witold Nieć, Jarosław Adamowski

With Finland unveiling plans to export electricity to Russia
starting next year, and the country’s leading energy group,
Fortum, aiming to invest €4.2 billion in Russia by the end of
2015, the ties between the Finnish and Russian energy sector
are expected to further strengthen, and Russia is poised to
bolster its foothold in Finland’s energy sector.
Starting on the 1st of January, 2015, Finland and Russia will
launch a two-way electricity trade, with 350 megawatts (MW)
of capacity available for exports, according to the information
obtained by Reuters. As the Finnish government is fostering
lower energy use in the country, Finland’s dependency on
electricity imports from Russia has steadily decreased over the
past years, and Helsinki is now left with a surplus which can be
exported to neighbouring markets.
Between 2011 and 2013, Russian annual electricity exports to
Finland dropped from about 11 terawatt-hours (TWh) to some
4 TWh. Local industry representatives say that Russian imports are expected to total between 3 and 4 TWh in 2014, with
most electricity expected to be imported during night hours
and weekends.

Meanwhile, the structure of Finland’s total energy consumption remains highly diversified, with nuclear power representing a share of 18%, hydro and wind power generating a combined 4%, coal holding a 10% stake, wood fuels generating 26%,
natural gas and oil representing a 7% and 21% share, respectively, peat generating a further 5%, and net imports of electricity and other sources covering the remaining 9%, according to
data released by Statistics Finland in September, 2014.
As nuclear power generates a significant share of Finland’s energy consumption, the recent decision by local venture company, Fennovoima, - which is to build a nuclear power plant in
Pyhäjoki, in the country’s north - to drop the French-German
consortium of Areva and Siemens as the project’s technological partner in favour of Russia’s state-owned Rosatom, is of
strategic importance. The Russian firm holds a 34% stake in
Fennovoima, whilst Voimaosakeyhtiö, a joint venture of Finnish energy companies, owns the remaining 66%.
Finland has maintained good economic relations with Russia,
and the two countries are partners on a number of projects
in the energy sector. However, the latest decision by Helsinki was criticised by the European Parliament, in a resolution
passed in September, 2014. The EP “calls on the EU to consider

excluding Russia from civil nuclear co-operation” in relation to
the country's military intervention in Ukraine and the resulting
sanctions imposed on Moscow, according to the resolution.
That said, Finland’s dependency on Russian gas could be reduced by an agreement recently signed by the Finnish and
Estonian governments. The two countries aim to build two
liquefied natural gas (LNG) terminals connected by a pipeline
across the Gulf of Finland. The project is to be completed by
2019, with a large regional terminal to be built in Finland, and
a smaller gas distribution terminal to be set up in Estonia. Helsinki and Tallinn expect the EU will cover 75% of the pipeline’s
estimated cost of €200 million. Together with the two terminals, the investment is reportedly said to be worth some €500
million.

Witold Nieć

Jarosław Adamowski

specialists, Grupa LOTOS S.A.
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A LESSON FOR ALL OF US IN EUROPE

Blackouts in Belgium?
By Marek Orzechowski

The Belgian authorities are working on an emergency plan in
case of energy blackouts. Three of the seven Belgian nuclear
reactors are not working any longer. A well-established image
of Belgium from space – that the country is the most enlightened (in the electrical sense) – may soon be just history. If a
hard winter comes this year, the lights will go out, and not only
in Brussels. So, what has happened?
Blackouts are a real threat for Belgium to envisage, with the
reason for that not being increased consumption, not an increase in industrial production, and not the cessation of gas
supplies from Russia, or from Norway. The main reason for
the potential blackouts is through the making of bad energy
policy.
Two nuclear reactors were shut down because of construction
errors. However, there was a case of sabotage in one of the
nuclear reactors, where someone damaged a steam turbine.
Belgium has seven reactors, so when three of them fail, the
country is naturally faced with a big problem.
This, though, is just one side of the story. The flip side is the
implementation of the wrong policy. In 2002, the Prime Minister, Guy Verhofstadt, announced Belgium’s withdrawal from
future use of nuclear power. The Greens in his government
forced him to take this step, so that Belgium should be: ‘the
first country in the world without nuclear power’. That was

just a slogan. No one believed it. Of course, it
goes without saying that there was also no reinvestment in the development of alternative energy sources, to compensate for the loss of nuclear energy. Everything connected with future
energy usage should have been checked, before
the final decision was taken.
This fault-laden approach was the purveyor of
rich pickings for the owner of Belgian electricity – the French Suez-Group. Belgium had, unfortunately, sold the Suez-Group – a good twenty
years earlier – and by giving away the crown
jewel of the Belgian industry, it thus lost control
of this important national energy supplier. Now,
sadly and predictably, in the Belgian newspapers
we can find, very often, opinions that the French
show no responsibility for the problem. They are
concerned only with profits, and want to ‘only
lick the Belgian cream’.
In effect, the country at the heart of Europe is
faced with a major problem, as if it were a developing country. Energy policy failed because it did not look
closely enough into the future, and subsequently, Belgium is
now facing a crisis that should actually have been resolved
twenty or more years ago.
Belgium’s hapless story shows us all, that even in energy issues, a lot, if not everything, depends on policy and the

policy-makers. We know that to err is human, but to be a human you need light, a lot of light. Can blackouts change that
scenario?

Marek Orzechowski, journalist, adviser at CEEP
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The US-China Climate Change Deal:
‘Game-changer’ or ‘Non-binding charade?’
By Peter Whiley

President Obama’s recent announcement that the world’s
two largest emitters of greenhouse gases - the US and China
- had come to a ‘historic agreement’, should surely be cause
for celebration in a world threatened by global warming on
a major scale.
However, it has received a mixed reception. Why? The deal
is non-binding: a bilateral agreement based upon successive
promises - “you do this, we’ll do that” – and if the US does
not deliver on any actions to reduce emissions, then the Chinese would have no international legal obligation to do so.
Some critics have understandably viewed the deal, therefore,
as ‘meaningless’, but others are more optimistic. As multilateral climate change negotiations in Paris fast appear on the
horizon, and the EU has agreed a set of targets for 2030, it
could be argued that the onus is now on other countries to
follow suit and work towards a ‘relevant and meaningful’
multilateral climate change agreement. If that happens, then
Obama’s achievement of getting China to come closer to the
bargaining table could very well be perceived as ‘historic’, or
at the least, a ‘smart move’.
What does the deal offer? The New York Times reported that
officials from the two superpowers had secretly worked, for
nine months, to ‘give birth to the deal’, under which Obama

declared that the US would cut its emissions by 26-28% by
served that: “China has shown that it has the political will to
2025, compared to the 2005 levels. This would more than
take action on climate change and is ‘increasingly comfortdouble the rate of reduction previously targeted for 2020. In
able’ being seen to act as part of an international effort.”
return, the Chinese leader, Xi Jinping agreed to shift at least
However, opposition to the deal is fierce in some quarters.
20% of Chinese energy production to non-fossil fuels, and
The incoming Senate majority leader, Mitch O’Connell, has
achieve the peaking of fossil CO2 emissions by 2030, at which
vowed to not only “get the EPA reined in”, but to make “rollpoint emissions will then begin to decline. It is felt that the
ing back Obama’s climate plan a priority”, whilst Senator
Chinese intend to move away from coal and towards nuclear
James Inhofe, another Republican, who will be the new Chair
power, and this has been in their plans for some time. That
of the Senate environment and Public Works Committee,
said, it should be noted that between January and June, 2014,
referred to the pact with China
China installed 3.3 GW of solar capacas a ‘non-binding charade’. The
ity, and provided $23.5 billion in financObama’s bilateral deal
Republicans, who will now coning 4 solar ventures in 2013 - more than
trol Congress as well as the Senwith China was lacking
all of Europe put together – so, these
ate, can use the federal budget
can be seen as the actions of a counin basic arithmetic
to choke the EPA’s spending
try serious about climate change, and
plans, and even apply a rarely
renewable sources, in particular. Furused
Congressional
Review
Act to repeal EPA regulations.
thermore, Beijing has announced that the use of coal will be
As
part
of
the
broader
picture,
though, Obama’s successor,
banned in the city by 2020. Surveys have shown that air polwhether Democrat or Republican, will find it difficult to break
lution is the number one concern of the Chinese public, and
the commitments which have been made, against the risk of
the government may well be securing their position of power
alienating America’s most important trading partner.
by turning to a clean energy agenda.
After being the main protagonists in preventing a world climate deal at Copenhagen five years ago, China and the US
have now, as the Guardian newspaper reported, “unblocked
the road to a new agreement in Paris.” Time magazine ob-

When one looks at hard figures, then the gloss on Obama’s
deal with China begins to fade somewhat. For instance, China produced 9.8% of its energy from renewable sources by
the end of 2013, and intends to reach 15% by 2020. This makes
>>>
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The US-China Climate Change Deal:
‘Game-changer’ or ‘Non-binding charade?’
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the target figure of 20% by 2030 woeful, certainly open to the accusation of not being ambitious enough, and will not help the world
avoid the worst impacts of climate change. The IEA’s scenario of
seeing the world prevent 2 degrees of warming sets the necessary
target for China to produce energy from renewables at 26% by 2030.
So, clearly Obama’s bilateral deal with China was lacking in basic
arithmetic, and he should have pressured the Chinese to raise the
level of their renewable sources of energy. Another major issue is:
how high will China’s emissions peak be, by 2030? Nobody knows,
and this lies behind both the arguments of the pessimists and the
optimists when they criticise or praise the deal. The confusion it
leaves is not beneficial. It is most worrying when you see that, in the
last five years, China’s CO2 emissions increased by 40%. China has
recently overtaken the EU’s average figure for per capita emissions,
and the country’s energy consumption seems sure to continue rising. As 70% of China’s consumption is in industry (only just over 30%
in the US by comparison), the scope to increase China’s greenhouse
gases remains huge.
China is still building large numbers of coal power plants, and most
of the existing ones were only built after 2000, so few coal power
plants are due for retirement as in the US. This leads to the question
of when China will ultimately turn away from using coal on a massive scale. Critics suggest that India, another leading coal consumer
in the world, may well seek a similar deal at Paris as China agreed
with Obama, establishing 2030 as a peak year for its emissions,
before doing very much to reduce them. Indeed, the Times news-

paper in India cynically observed: “it is a self-serving deal in which
both countries have agreed to converge their pre-capita emissions
at 12 tonnes in 2030.”
When one looks at the original documents behind the US-China
pact, one can find the plans to realise their targets, and these include: advancing major CCS demonstrations; launching a climatesmart, low-carbon cities initiative; promoting trade in green products; and expanding R&D into building efficient, clean vehicles,
advanced coal technologies, as well as boiler-efficient solar energy
and smart grids. However, one may ask: aren’t these developments
happening already? The suspicion remains, therefore, that the USChina deal is simply a matter of “dressing up existing policies in new
clothes”, and the two superpowers bolstering each other, especially when Obama, as he approaches the end of his two terms in office,
desires a lasting legacy. I hope that I am wrong, and the Times of India, also. As countries are due to announce their targets by the end
of March 2015, as part of the UN Framework Convention on Climate
Change’s ongoing efforts to garner support for a new global deal, the real impact
of the US-China deal will become then much
clearer.

Russian gas imports –
some key and surprising facts
A recent report from the Oxford Institute for
Energy Studies (OIES) produced some surprising results regarding Russian gas supplies to Europe. Who, for instance, is the 2nd biggest importer of Russian Gas after Germany? Answer:
Turkey. Which European country has gone from
zero imports 10 years ago, to become the 4th
major European importer of Russian gas in
2013? Answer: the UK.
Imports to Central and Eastern Europe have
actually gone down, due to reduced demand,
economic restructuring, and higher prices,
though one possible exception is Poland, which
saw big rises in recent years, but its 2013 figure
was a decrease on the previous year. The overall increase in volumes of imports has, in fact,
been to Western Europe!
In 2013, Russian gas represented 34% of European energy imports. (PW)

Peter Whiley
specialist Grupa LOTOS S.A.

>>>
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The European Energy Community: Expectations of the Caspian Sea littoral states from
membership prospective
By Eldar Latypov

As a major consumer of natural gas, the European Union (EU) is aiming to implement
its fundamental strategy - full integration
of the regional markets in the European internal energy market by strengthening its
energy security through a diversification of
supply sources and routes. The European
Energy Community, which guiding principle
is rather the import of the EU energy policy into non-EU countries, plays one of the
most significant roles in this process.
The Energy Community celebrated its
eighth anniversary on 24th of October,
2014. Established in 2006 to extend and
fully integrate the EU internal energy market further to South-Eastern Europe, and
to increase socio-economic stability in the

region, and security of supply as a whole, it
has set a good example of regional co-operation. Its members made commitments
to liberalise their energy markets and implement the functioning of the European
institutional framework in the fields of electricity, gas, environment and renewable energy. Members of the Eastern Partnership,
such as Moldova and Ukraine, are the contracting parties of the Energy Community,
while countries like Turkey and Armenia
have the status of observers.
To this date, the Energy Community has
established an effective institutional framework that would allow its contracting parties to harmonise their regulations with
EU standards. Adoption of the primary
legislation of the EU has helped them to
open up their electricity and gas markets

to competition on the basis of the Second
Energy Package, including the general rules
on market access and measures to improve
energy efficiency. In addition, the contracting parties made a commitment to implement the Third Energy Package by 2015.
At this stage, the co-operation between
the European Energy Community and the
potential alternative energy suppliers, the
Caspian Sea littoral states, is of key importance. Some of these countries, such as
Kazakhstan, are major suppliers of hydrocarbons to the EU. However, despite the
participation of Kazakhstan in the Customs
Union with Russia, for which it pays excessive rates of transit, it has no direct access
to European markets and depends on transit countries. Moreover, these countries
export far less than they could. A lack of
>>>

OPEC’s “Great Decision”?
Wealthy Gulf States held sway at the recent
OPEC meeting in Vienna, refusing to let OPEC
cut oil production at all. Whilst Venezuela’s Oil
Minister, Rafael Ramirez, stormed out of the
lengthy and heated talks, Saudi Oil Minister, Ali
al-Naimi, emerged smiling, and declared that
OPEC had made “a great decision”. Following
OPEC’s 5-hour talks, the WTI fell immediately to
$65.99 – its lowest point in over 4 years, and
Brent dropped by over 7 dollars to $70.07.
Dr. Gary Ross, Chief Executive of PIRA Energy
Group, triumphantly declared that: “it is now
the market’s turn to dictate prices, and they
will certainly go lower”. In the meantime, oil
producing countries, such as Russia, Iran and
Libya, will continue to suffer economically. The
Russian rouble, which has been sliding all year,
fell further after OPEC’s decision, because Russia needs oil prices of $100 per barrel to balance
its budget.
The shift in production power to the US could
spell serious trouble for OPEC, as the Vienna
meeting exposed deep divisions between the
wealthy Gulf States, prepared to “ride out
the storm of low prices”, and the weaker oil
producing countries, who may switch their allegiance to the US, especially if Congress lifts
an export ban on oil. As the Saudis willingly
wait for a new equilibrium and eventual higher
prices, OPEC risks breaking up as an organisation. (PW)

>>>
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modern oil and gas infrastructure and weak
financial support have made them mostly
dependent on Russia and China, who aggravate this dependence by financing the construction of major energy projects in the region. Therefore, the co-operation with the
EU can play a vital role in the countries’ efforts to strengthen their energy independence and diversification capabilities.
AZERBAIJAN

Compared with the
other countries in
the region, Azerbaijan
has tightest political
and legal relations
with the EU.
Its geographical location stimulates high
interest from the EU, which offers Azerbaijan a broad spectrum of opportunities for
progressive integration into the European
energy market. As one of the most active

counterparts in the EU’s Eastern Partnership programme, Azerbaijan pays special
attention to the partnership and co-operation with Europe, and this ranks high
amongst the country’s main foreign policy
priorities.
Currently Azerbaijan exports its natural
gas to Iran, Russia, Georgia and Turkey, via
Baku-Tbilisi-Erzurum pipeline (BTE or South
Caucasus Pipeline), which runs parallel to
the Baku-Tbilisi-Ceyhan (BTC) oil pipeline,
and will become a major exporter to Europe through the Trans-Anatolian Pipeline
(TANAP) and the Trans-Adriatic Pipeline
(TAP) by 2018.
However, in the case of Azerbaijan, bearing in mind the limited capacity of TANAP
(16 bcm/year), decreasing internal natural
gas demand in Turkey and the much bigger supply capability (63 bcm/year) of the
recent deal of Russia to build a new natural
gas pipeline under the Black Sea to Turkey
and the sweetening discounts on the ex-

port price of Russian gas, it is possible to
foresee that all these could create competition to Azerbaijani exports. This scenario is
possible, as nowadays Russian economy is
hit by the Western sanctions and Moscow
wants to strengthen its position and does
not need the competitive flow of Azerbaijani gas to the European market. Moreover,
there is a high possibility that Turkmen gas
will follow Azerbaijani gas in the case of the
implementation of the Trans-Caspian gas
pipeline (TCP) and that could create even
more competition. By strengthening its position in the Turkish energy market, Moscow
could probably achieve its strategic objectives: preventing Azerbaijani and Turkmen
natural gas from reaching the Europe, and
thus remain its position as the key energy
supplier to the EU, making it impossible to
implement the Trans-Caspian project, and
enable Russia to take control of competing
source flows in the whole region.
Bearing this possibility in mind, to be able
to diversify its export routes and gain more
>>>

Lima Climate Talks: legally binding
cuts or the ‘buffet option’?
The European Union’s delegation at the Climate
Change Conference in Lima has argued that legally
binding cuts applying to all countries are necessary and should be adopted by 2015 - at the UN
Paris Conference - and implemented by 2020. They
feel this will send out the right long-term signals
and necessary confidence to investors, as well as
provide credibility in the low-carbon transition.
An EU official has publicly gone on the record on
legally binding targets for the first time, and the
EU appears to have taken a tougher stance with
major stalling nations. The European Commission’s chief negotiator, Elina Bardram, stated
clearly that the EU wanted the signed 2015 (Paris)
agreement, to have “legal force through robust
rules, procedures and institutions, to ensure longterm certainty and accountability”.
The US favours what is known as the ‘buffet option’ – which would allow countries to determine
the scale and pace of their emission reductions.
Asad Rehman of Friends of the Earth referred to it
as a “recipe for disaster”, and called for “sciencebased rigorous regulations”. However, the UN’s
Climate Chief, Christiana Figueres, seemed to prefer a gradual approach, reminding everyone that
there is no global “environmental police”.
****N.B.: In November, 2014, the US pledged to
cut its emissions to 26-28% below 2005 levels by
2025 in a deal with China. The EU in October, 2014,
agreed to binding 40% cuts by 2030 from 1990 levels. (PW)

>>>
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independence from Russia, Baku clearly
knows that it should strengthen its longterm relationship with the EU. The
attractive prospect of its membership in the European Energy Community may be a further crucial
and significant step towards further development and securing of
the country’s energy exports.
Furthermore, not only for Azerbaijan, but also for the other Caspian countries such as Kazakhstan
and Turkmenistan, as well as Uzbekistan (a non-Caspian country),
foreign direct investment in construction and installation works,
drilling, upgrading equipment,
and assistance in conducting geological works is badly-needed, as
they still mostly use the depreciated oil and gas infrastructure
built during Soviet times. In Kazakhstan,
for instance, losses, which exist especially
in the southern regions, total up to 30%,

sometimes. In some of these countries, the
organisational and engineering structures,

Community, they could expect more significant and proactive involvement of the
Energy Community in these specific areas.
TURKMENISTAN: STRENGTHENING
THE CO-OPERATION

capable of applying these investments, are
just not available. For this reason, as potential Member States of the European Energy

Turkmenistan is extremely interested in the
development of a wide network of export
routes. This makes the common interests
of Europe and Turkmenistan in the energy
sector today, look both natural and justified, economically, as well as commercially.
Building a sound relationship with energyproducing countries, the European States
and companies offer mutually-beneficial
partnership conditions and reasonable prices for the supplied energy. This is consistent
with the approach of Turkmenistan, which
is based on geographic diversification of
natural gas exports. In this context, the
co-operation between Turkmenistan and
the Energy Community could be a “breakeven point” and a major step towards the
country’s energy independence and supply
diversification. Though the substantive dis>>>

‘Dumb Decisions’ of EU
bureaucrats undermine world’s
only global market
The UN-backed Clean Development Mechanism (CDM) – the world’s only global carbon
market - has been reduced to near-irrelevance
by the “dumb decisions” of EU bureaucrats.
Hugh Sealy, the head of the CDM, raged that
the Brussels decision to restrict the use of permits in the EU’s emissions trading system (ETS),
had created a fall in prices for permits in the
UN Scheme from $10 to less than $1 in the past
three years.
Mr. Sealy, speaking in Lima, where delegates
to this year’s UN climate negotiations are discussing replacement of the UN scheme, added
that he had made personal attempts to raise
the problem with the European Commission
in vain. The mechanism which arose out of the
1997 Kyoto protocol, the only treaty to place
countries under a legal obligation to limit their
carbon dioxide emissions, had helped to reduce or avoid 1.5 gigatonnes of CO2 equivalent
by spurring 7,800 projects in 107 countries.
The EU’s decision had followed some initial
problems with the mechanism which had been
dealt with, and led to Mr. Sealy to question why
the EU had used “a machete when they could
have used a scalpel”. He argued that the UN
scheme should not be allowed to wither and
die, when there was a big pipeline of projects
ready to go ahead as soon as permit prices recover. (PW)

>>>
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cussion of opportunities for co-operation in
the energy sector between Turkmenistan
and the EU still remains relatively weak, the
former is probably expecting an high level
initiative to be presented, at some point
soon, by the latter.

• sharing the Energy Community’s deep
expertise in improving the management
and regulation of the region’s energy
sector, both at national and international level, in accordance with the terms of
the market economy;

of the programs like TACIS (Technical
Assistance to the Commonwealth of Independent States), INOGATE (Interstate
Oil and Gas Transportation to Europe
Programme) and TRACECA (Transport
Corridor Europe-Caucasus-Asia);

KAZAKHSTAN

• more high-level intergovernmental visits and talks initiated by the EU;

• sharing the EU’s expertise in building
up the strong energy management and
technical training of personnel involved
in the energy sector;

Kazakhstan is the country where significant efforts towards more energy market
convergence have been the strongest. It
is the first Central Asian country to have
concluded an Enhanced Partnership and
Cooperation Agreement with the EU. The
new agreement will replace the older Partnership and Co-operation Agreement and
will give EU – Kazakhstan relations a new,
up-to-date, and stronger foundation.
Possible Expectations
Going back to the possible expectations of
the Caspian Sea littoral states from their
membership in the European Energy Community, it could be translated into:

• strengthening energy solidarity mechanisms, guaranteeing further political
support and integration in improving the
energy supply, under economically and
environmentally-viable conditions;
• co-operation in promoting energysaving measures, energy efficiency and
other environmental aspects;
• greater assistance in modernisation
and protection of strategic energy infrastructure, power plants, electricity
networks and developing modern and
efficient transmission technologies (e.g.
extension of the scope and objectives

• long-term guarantees of buying, transporting and transiting of energy materials and products;
• introduction and implementation of
the EU’s broad organisational, legal,
and fiscal laws, which are necessary to
encourage energy trade and investment
through consultation and technical assistance, as well as the convergence of
energy markets on the basis of the EU
legislation;
• more involvement in assisting the de>>>

Global warming the ‘consensus gap’
The ‘Consensus gap’ represents the difference, in reality,
between what percentage of scientists the public think,
believe in global warming, and what percentage of scientist actually do believe in global warming! The gap is startling. The public think that 55% of climate scientists agree
on global warming, whilst the reality is that 97% of climate
scientists agree that it exists. Studies in 2009 and 2010
showed similar results.
The vital point here is: when people are fully aware of the
high-level of scientific agreement on human-caused global
warming, they are then more likely to accept that climate
change is happening, that humans are causing it, and will
support policies to reduce carbon pollution. (PW)

Putin drops South Stream – Turkey is his
preferred gas partner
Russia has scrapped the South Stream gas pipeline project to supply gas to Southern Europe without crossing
Ukraine, citing EU objections. It has unveiled a new proposal – an under the Black Sea pipeline to Turkey, with an
annual capacity of 63bcm, more than four times Turkey’s
annual purchases from Russia. President Vladimir Putin
announced that Russia would grant Turkey a 6% discount
on its gas imports from Russia for 2015, supplying it with
3 bcm more than this year. Alexei Miller, CEO of Gazprom,
declared that his company had already signed a Memorandum of Understanding with Turkey’s Botas. Turkey is demanding a 15% discount
With Azeri gas due to arrive in Italy in 2020, the South
Stream’s appeal had waned considerably, and its cancellation would save the EU considerable funds, whilst Russia is
already Turkey’s main energy supplier. (PW)
>>>
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velopment of hydropower and other
renewable energy sources in the whole
Caspian region; and finally, assistance in
investment attraction.
Difficulties
Nowadays the Caspian Sea basin is not only
an area with huge potential of co-operation
- which depends primarily on the co-ordinated efforts of all stakeholders - but also
a place for conflicts of interest of major political players. One of the arguments, which,
according to numerous experts, was designed by Russia and Iran to cast doubt over
the legality of the Trans-Caspian pipeline, is
the unresolved legal status of the Caspian
Sea itself. It is worth noting that the legal
status of the reservoir has been discussed
for almost two decades. A possible major
expectation of the Energy Community’s
potential Member States could be the EU’s
direct involvement to address this very debatable issue of security and reconciliation
in the name of the Energy Community.

Conclusion
After all, at the time when control over
the energy transit corridors from Caspian
region to Europe becomes vital, the abovementioned countries should not only focus
on strengthening energy co-operation with
Russia and China, but they also should pay
more attention to strategic co-operation
and bolstering the relations with the EU,
which could play a crucial role in strengthening and securing their energy independence and diversification capability in the
long-term. An active partnership with the
EU could also secure their position in the
global energy market, ensure the stable
development of their domestic oil and gas
industries, and boost the upgrading and
reconstruction of the hydrocarbons transportation system. In this respect, Caspian
Sea nations need to pay specific attention
to their foreign policy strategies, including
decisions regarding the direction of future
energy routes, and their development in an
independent and secure way.

On the other hand, active participation
and input from the Caspian Sea powers is
not enough. For the EU, an important factor in the coming years will be the need
to maintain the political momentum created during the past few years, namely by
strengthening institutional co-operation,
raising awareness of the EU in the region
and increasing financial resources. Further
co-operation and mutual trust are the crucial aspects to achieve the ambitious goals
of strategic partnership.

Eldar Latypov is an Energy Policy Analyst at
Central Europe Energy Partners, Brussels. He is
also currently studying for a M.Sc. in European
Political Economics at the University of Trier,
Germany.

Extract from the article “Ambition Encounters Reluctance at Climate Talks”, by William
MAULDIN, The Wall Street Journal, 5/12/2014

“Environmentalists warn inadequate results
could lead to higher sea level and widespread
droughts, while opponents in the U.S. and other countries say stricter emission rules could
sap economic growth and harm the energy
industry.”

“In the U.S., next year’s Republican Senate majority is expected to try to stop President Obama
from using Environmental Protection Agency
rules to limit power-plant emission, a key part of
the administration’s offering in the global talks.”
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First solar power plant in Europe
to provide operating reserve at
the high-voltage level
BELECTRIC GmbH, key shareholder of Si Power
S.A., connected its state-of-the-art, cost-effective battery storage system, the Energy Buffer
Unit, at the solar power plant Alt Daber in
Brandenburg. It thereby became the first solar
power plant in Europe capable of providing operating reserve at high-voltage level comparable
to conventional plants.
The innovative lead-acid storage device with
a capacity of 2,000 kWh is intended for use in
both renewable energy and conventional power
plants. The storage device lends greater flexibility to the plant’s service provision and actively
stabilizes the energy grid. With its long service
life and low cycle costs, BELECTRIC GmbH’s
Energy Buffer Unit sets a milestone in the costeffective and sustainable provision of system
services.
“In the future, solar power plants will take over
the functions of the most sophisticated network
control,” explains Bernhard Beck, CEO of BELECTRIC GmbH. “In conjunction with storage devic-

es, they make an important contribution to the
adaptation of the energy supply and grid stability to the requirements of the energy transition.”
Connected to an Energy Buffer Unit “Made in
Germany,” solar and wind farms become hybrid
plants in which volatile energy sources assume
responsibility for the system and contribute to
fluctuation compensation. The must-run capacities of conventional power plants can be
reduced and replaced by renewable energies
equipped with the Energy Buffer Units.
Albrecht Gerber, Minister for Economic Affairs
of the State of Brandenburg, declared at the
inauguration in Potsdam: “The development of
storage technologies is a central prerequisite for
the success of the energy transition. Further research is urgently needed. With our Energy Storage Initiative, we seek to encourage the testing
of storage technologies.”
More info:
www.belectric.com/en/press-center/

REPORT
55TH ENERGY DIALOGUE
AT THE REICHSTAG
By Alexandru Zegrea

The 55th Energy Dialogue at the Reichstag focused
on German climate goals and the impact of their
realisation on the country’s international competitiveness and was held at the invitation of Prof. Dr.
Friedbert Pflüger, Janusz Reiter and Central European Energy Partners (CEEP) on the 28th of November.
In her initial statement, Ms. Marie Luise Dött, MP
from the Christian Democrats, pointed out that legislation concerning the national climate action plan
is currently being finalised and that the main challenge is to find a compromise between the different interests and aims of the involved institutions.
She regards to the German climate goals as globally, the most ambitious, but puts forward the idea
that planning certainty has to be the main criterion
for any legislation, as it is crucial for the competitiveness of German companies and investments in
the sector.
Mr. Uwe Neuser, Division-Head at the Federal Ministry for the Environment, Nature Conservation,
Building and Nuclear Safety, agreed that promoting climate protection and maintaining competitiveness were topics at the centre of the debate
within the administration. However, he did not see
any blind politicking as it is often depicted – execu-

tive bodies have always been open to feedback
from the economy. Mr. Neuser also pointed out
that, at this time, only a general framework is being
discussed, and its particulars will be defined at a
later point, as a result of a continuing dialogue with
relevant actors.
Finally, Dr. Utz Tillmann, Chief Executive Officer of
the German Chemical Industry Association, pointed
out that the German industry supports an ambitious climate policy and increasingly regards it as a
national business model. However, he made it clear
that energy-intensive businesses need planning
certainty. In this context, particularly policy induced
price developments, lead to companies not making
any investments in energy- intensive sectors. Dr.
Tillmann also underlined that German companies
have already significantly improved their energy efficiency in the last decades, which makes Germany
one of the most climate-friendly economies today
– so, even stricter emission-saving measures will
doubtlessly impair their competitiveness.

Alexandru Zegrea
Consultant, Pflüger International
Consulting GmbH
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Slovakia’s Eustream
eyes new pipeline as
an alterna-tive to
South Stream
By Jarosław Adamowski

Slovak pipeline operator Eustream
announced this month (December
2014), that it had started negotiations
with potential partners to connect
Western Europe’s natural gas pipeline
networks with Central Europe, in a
bid to decrease the region’s dependency on Russian supplies. Under the
designed Eastring project, the Slovak
company aims to connect the country’s pipeline networks, which have
links to Western and Central European gas markets, with Ukraine, Romania, Bulgaria, Turkey and former Yugoslav countries. In addition to using
the existing infrastructure in Slovakia,
Ukraine and Romania, the project will
require 570 km of new pipelines, and
it is estimated to be worth €750 million. The pipeline could reach a capacity of up to 20 bcm of natural gas per
year.

Once Eastring secures the support of
Bulgaria and Romania, the company
plans to begin talks with the EU, as
well as Austria’s OMV and France’s
GDF Suez, on the provision of gas supplies for the designed network. Local observers say the investment has
particular importance due to Russia's
recent decision to scrap the South
Stream project - designed to run via
Bulgaria and Hungary, among others as it offers an alternative supply route
to Central Europe, in case of Russian
gas flow disruptions. Furthermore,
this could be achieved at a cost of less
than 5% of the investment required by
South Stream.

Jarosław Adamowski
specialist, Grupa LOTOS S.A.
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