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‘Completing Europe’ report presented and discussed during
the European Economic Congress in Katowice, Poland

Europe needs the North–
South Corridor if it is to be
secure and competitive
A fundamental transformation of Europe’s
energy sector is needed in order to provide
EU Member States with secure and affordable energy. This is the main conclusion of
the ‘Completing Europe – from the North–
South Corridor to the energy, transportation and telecommunications union’ debate
that took place on April the 21st in Katowice
(Poland).
Panellists representing both European energy markets and public institutions expressed
their support for the North–South Corridor
proposal from the recently-published Central Europe Energy Partners (CEEP) and Atlantic Council report.
The report’s main recommendation is to create an integrated set of energy, transporta>>>
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Europe needs the North–South Corridor
if it is to be secure and competitive
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tion and digital links across Central Europe. As perceived by
CEEP and the Atlantic Council, the network should stretch
from the Baltic to the Adriatic and Black Seas. Its energy component features a gas pipeline from Świnoujscie (Po-land) and
Klaipeda (Lithuania) to Krk Island (Croatia), with proper LNG
facilities. Other key energy projects include a set of Balkan interconnectors that reach into Serbia, Macedonia, Bulgaria and
other nations, as well as the East–West Corridor Gas line that
stretches from Germany through Poland and into Ukraine.
The North–South Corridor is needed, not only for the sake
of energy security, but also for diversi-fied energy sources at
affordable prices. “As the Central Europe Energy Partners, we
understand that access to competitively priced energy is one
of key drivers of the economic growth. With both energy producers and energy-intensive industries on board of our organization, we work hard to empower consumers by providing
them with choice and creating flexibility to manage demand
and supply. The network of energy lines, transportation routes
and telecommunication links that we envision stretches from
the Baltic to the Adriatic and Black seas. It greatly enhances
supply security through constructing infrastructure to deliver
new sources of gas, oil and electricity to the continent. This is
indeed a highly complex project that de-mands engagement
of and co-ordination from numerous partners. That is why a
resolute action at the EU, and not only regional level is needed.
A support for this process through available Community funding in-struments should be reinforced, and European financial

institutions should be fully involved,” said Paweł Olechnowicz,
Chairman of the Board of Directors of Central Europe Energy
Partners.
The integration of Western and Central Europe should be
strengthened, not only through treaties and political steps,
but also via investments in the energy infrastructure. “The
effort to build a Europe whole, free and secure must continue.
A key foundation stone of that vision is the completion of a
single European market. This is not just a question of political and regulatory cohesion. It is also very much a mat-ter of
infrastructure that will bind together the economies of Central Europe and that region to Western Eu-rope. The North–
South Corridor is critical for that vision to be fulfilled. If implemented, the Corridor will pro-vide the EU and the whole
trans-Atlantic community with strategic benefits. In addition
to integrating the economies of Central and Western Europe,
it will enhance Europe’s energy security, in part by diversifying
its energy supply. The Corridor will also increase the economic
competitiveness and resiliency of Europe as a whole in the
global market place. Last but not least, the efficiencies provided by the North–South Corridor will help Europe meet its
climate goals,” asserted Ian Brzezinski, Senior Fellow at Brent
Scowcroft Center on International Security, Atlantic Council.
The projects from the report are consistent with the €315
billion Junker investment plan and the Energy Union package. “The goal of the Energy Union is to give EU consumers
– both households and businesses – secure, sustainable, com-

petitive, and affordable energy. Achieving this goal requires a
fun-damental transformation of Europe’s energy system. This
applies not only to legislation, but also infrastruc-ture, which
is currently ageing and is not adjusted to the market’s needs.
On top of that, ‘energy islands’ continue to exist as many markets are not properly connected to their neighbours. This adds
to the costs faced by consumers and creates vulnerability in
terms of energy security. For this reason, the North–South Corridor should serve as one of the backbones of Europe’s energy
security. By linking Central European markets both with each
other and with the Western part of the continent, the Corridor
is essential to improv-ing security of supply and strengthening
the EU’s internal market,” stated Dominique Ristori, Director
General of European Commission’s DG Energy.
The main challenge before the North–South Corridor is a
long-standing one – getting members of the EU to agree on
the prioritisation of this project. “More than ten years since
the EU’s biggest en-largement, we see that the continent is still
not fully connected, with energy and resources not being able
to flow freely to wherever they are needed. Western Europe
has been successfully integrating for more than half a century,
also in terms of infrastructure connections. Yet, the post-2004
Member States in Central & Eastern Europe still have substantial catching up to do in this regard - in becoming interlinked
both with the west and along the strategic north-south axis.
We need the North-South Corridor to bring together the Baltic, Adriatic, and Black Sea regions, but also to integrate the
>>>
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the political situation in a number of countries is
far from stability. “If the European economy is to
continue being competitive it needs to be provided
with security of energy resources supplies. The road
to this goes also via Gdańsk, where a mod-ern oil
terminal is being constructed by PERN “Przyjaźń”.
It is going to diversify the supplies of hydrocar-bons
but also serve as the first real step – in the fields
of oil – towards creating the North–South Corridor
from the Baltic to the Mediterranean. This would
largely enhance the security of supplies in the region and improve its competitiveness in the global
markets,” added Dariusz Zawadka, Vice-President
of the Board of PERN “Przyjaźń”.

whole of the EU, and our neighbours in the
Energy Community, into one coherent internal
energy market. A market in which industry can
prosper and bring new jobs to the continent,
and where consumers can benefit from lower
energy bills,” proclaimed Prof. Jerzy Buzek,
Chairman of the European Parliament’s ITRE
Committee.
The North–South Corridor puts key emphasis on the development of the infrastructure
in the energy sector. “As owner of electricity
infrastructure, we also see the responsibility
and understand the importance of our role in
connecting markets, which will bring new opportunities for our businesses and finally will
bene-fit our societies from the whole region,”
emphasised Daivis Virbickas, Chairman of the
Management Board and CEO at Litgrid, Lithuanian electricity transmission system operator.
The North–South Corridor will stimulate the
creation of a single gas market and strengthen security of gas supply in the region. “In Poland, the Corridor will feature extensive infrastructure in the Western,
Southern and Eastern parts of the country. Thanks to that, our
system will be effectively linked to the ones of our neighbours
and allow Poland and other CEE countries to be supplied from
the global LNG markets. As the largest transmission system

operator in the region, we will be able to thoroughly modify
the gas sup-ply scheme in Poland and create technical possibilities to transport gas through Poland to Central Europe,”
highlighted Jan Chadam, President of the Management Board
of GAZ-SYSTEM.
While global oil markets are undergoing dynamic change,

The total cost of the backbone and strategic projects within the North–South Corridor project
equals €50.5 billion. From this amount, €27 billion
would be allocated for the cost of projects for
the energy sector (oil, gas, electricity), €20 billion
for transport, and €3.5 billion for telecommunications. These figures are only a small portion of the
infrastructure investment needs up to 2020, in the
range of €1.5-2 trillion (or an average of €150–200 billion annually), outlined by the European Commission in 2011. To provide
a strategic and long-term energy security in Europe will cost
about one-third of the annual budget of the European Union
for infrastructure.
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Interview with Rokas Masiulis, Minister of Energy, Lithuania

Practical steps in building infrastructure
always result in lower energy prices
Lithuania’s energy situation changed
considerably after the Klaipeda terminal
was launched. Gas prices for industrial
consumers are now 40% lower than before the termi-nal’s completion. Lithuania’s Minister of Energy, Rokas Masiulis, talked about his coun-try’s methods
of raising its energy security after the
panel discussion event, organised by
CEEP, during the European Economic
Congress in Katowice (Poland).
Jan Jujeczka (JJ): In the context of recent
geopolitical challenges, do you see a shift
in the European debate on energy?
Rokas Masiulis (RM): Indeed, Europe has
realised that unity in energy issues is as
important as unity in politics. Energy is
always about geopolitics. This results in
energy continuously being used as a political tool. We see what is happening in
Ukraine and the threats to discontinue
gas supplies that this country faces. Europe needs to find its own solutions for
energy, and not have to rely on others.

First of all, we need to unify ourselves
and get connected. We need to create an
effective, internal European market in order to share resources and open routes
for alternative energy supplies.
JJ: This demands proper infrastructure,
the key to which is the North–South Corridor. Does Lithuania’s government support this initiative by CEEP and the Atlantic Council?
RM: The North-South Corridor is an important project. Its realisation is in accordance with Lithua-nia’s energy goals.
We need to have a well-connected and
synchronised electricity market. The
same applies for gas pipelines. So, definitely, this initiative fits our agenda.
JJ: In terms of ensuring energy security,
Lithuania can be considered as a success
story. How did you achieve it?
RM: In 2007, Lithuania came out with
an Energy Independence Strategy. The
title of this docu-ment says a lot. We understood that, in this part of the world,

energy is used as a political tool. Bearing
that in mind, we decided to undertake
firm steps in order to gain energy independence. The backbone of this plan was
the energy terminal in Klaipeda, as well
as power links to Poland and Sweden.
We formed working groups, assigned
well-defined projects to specific companies, and provided each of them with
very strict rules of guidance. Under this
governmental supervision and political
support, we managed to complete those
projects on time. The key to success was
determination and pursuing decisions to
their ultimate end.
JJ: So your success demanded co-operation between the market and the State?
This is sometimes challenging, is it not?
RM: I believe the market must understand that, certainly in the energy sector,
the government has a strong ‘voice and
hand’. Business must adapt to the government’s regulations and actions, not
the other way round. On the other hand,

Rokas Masiulis, Minister of Energy, Lithuania

>>>
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the government must also understand that
certain rules may not constantly change. So,
if the government provides long-term and reliable guidance for the future, the market can
adapt to it. When this is the case, both can
easily co-exist.
JJ: How did Lithuania’s energy situation
change after the Klaipeda terminal was
launched?
RM: It changed considerably: and in a very
practical way, as the gas prices dropped. We
received a discount from Gazprom, and following a further drop in oil prices, we were
offered another dis-count. As a consequence
of this, gas prices for industrial consumers
are now 40% lower than before the launch.
This is much more of a change than we expected. The conclusion is that prac-tical steps
in building infrastructure always result in lower energy prices.

JJ: From the geopolitical point of view, there
are two levels of energy security. One of them
is regional, the other – European. Let’s talk
about the regional first. How does Lithu-ania
see its place in the Baltics–Scandinavia–Poland triangle?
RM: We see Lithuania as an ‘energy crossroads’ country on the North–South axis. For
instance, if Poland wants to access Finland,
it can only do so through Lithuania. On the
other hand, Poland is a strategic crossroads,
too, so if Lithuania wants to have access to
the rest of Western Europe, it can only do so
through Poland. Therefore, we are developing our energy grids – both gas and power
ones – in order to be flexible enough to absorb energy flows from south to north.
JJ: What about the European level? What is
Lithuania’s vision of European energy policy?
RM: We strongly support the idea of the Energy Union. We agree with most of its goals.

I believe that co-ordination of energy aspects
should remain strong at the level of the European Commis-sion. We need a moderator to
keep Member States unified.
JJ: You are a member of the government,
but you also possess a strong business background in your career profile so far. Did that
allow you to bring a different perspective to
Lithuanian politics?
RM: I had never expected I would become a
politician before I was called to the Ministry
of Ener-gy. Working in business is a bit simpler than in politics, as you have clear tasks to
be executed. In politics, you need to be ready
to adapt to new situations arising every day:
it is far more unpre-dictable. Still, in politics,
you can do more for your people, of course.
That is why I keep convinc-ing my colleagues
from the business world to serve a couple of
years for their country. Just like in the army.
Public administration and the government

need top-class professionals. Their knowledge should be used ‘for the wider good’
than just for one or two companies. Sharing
it with the whole country, would be of huge
benefit for everyone. A balanced blend of
politicians and professionals is the best situation you can have in any government.

Jan Jujeczka
CEEP Media Spokesperson
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Romanian Energy Trilemma
By Ion Onutu

The Romanian National Committee of the World Energy
Council (CNR-CME), discussed during a workshop organised
earlier this year, the ‘Energy Trilemma 2014’ Report. The purpose of the CNR-CME event was to present the positions of
the Romanian Energy Ministry, the Environment Ministry,
and the National Authority for Energy Regulation, but also
the stances and plans of the companies working in the field,
for the coming years.
The moderator, Iancu Iulian, President of the Romanian National Committee of the World Energy Council, summarised today’s global context regarding energy security, sustainability,
and accessibility for Europe, and, in particular, for Romania.
Furthermore, one should not forget the geopolitical uncertainties, especially Russia’s actions through which it tries to
create transport routes for energy to Crimea, and the uncertainties regarding application of the Minsk II Treaty.
The report presented by Virgil Mușatescu, World Energy Council (WEC) advisor, shows that between 2012 - 2014, the WEC
identified the policies, regulations, and necessary actions, but
also the obstacles that blocked the development of safe, supportable, and sustainable energy systems.
During 2014, the WEC study marked out the parameters of a
global indicator which helps to establish a country’s ranking
regarding its response to the energy trilemma challenges: security of supply, impact upon the environment, and affordability (access and price).

The lack of updated data, but also of unequal development of
the three challenges of the Energy Trilemma lead to the fact
that Romania scored an ACC global indicator and was positioned in 54th place, out of 129 countries (in 4th place, regarding the security of supply, 78th place, regarding social equality
in energy access, and in 95th place, regarding the sector’s sustainability with regard to the environment).

cy, by the savings that NAER generates. Romania has quickly
adopted a government decision, which approves the new
Action Plan for Energy Efficiency, which proposes a national,
bi-annual campaign, in which the WEC, higher educational institutes, the Education Ministry, business environment, and
mass-media can all work to change the consumer’s behaviour
towards the saving of energy.

Bearing this in mind, the workshop focused on getting answers to:

Mihai Albulescu, the State Secretary of the Energy Ministry, approached the issues of adapting and improving legislation for
the energy sector, energy efficiency, and renewable sources.
The necessity to finalise energy strategy, by estimating energy
consumption, taking into account its intensity, along with the
economic development directions of the country, was shown.

• Awareness of Romania’s situation, as presented in the Energy Trilemma 2014 Report, within the context of the new,
national energy strategy; Identification of the action areas for
improving Romania’s position; the position of the government
and the entrepreneurs, with regard to a post-2015 scenario.
• Identification of the measures that can be taken, to spot the
development directions, in accordance with the Energy Trilemma Challenges.
Anne Rose Marie Juganaru, State Secretary at the Environment
Ministry, focused her intervention on the pollution danger by
exhausting the country’s natural resources. This factor shows
the necessity to increase the Environment Ministry’s role in
the prevailing conditions, whereby Romania has a different
geostrategic position, with an important potential regarding
natural resources, but also has many vulnerabilities which can
lead to an inefficient usage of those resources.
Emil Calotă, Vice-President of NAER (National Authority for Energy Regulation), outlined the importance of energy efficien-

Cristian Hera, Romanian Academy Vice-President, addressed
the complex problem of the intrinsic link between energy,
food, and water, as a major challenge for humanity. The population’s food safety can be guaranteed, only by a sustainable
usage of all the energy sources, by optimising the biofuel resources (soy, corn, sunflower, etc.) and the necessary food
supply, by water’s usage in energy and agriculture, and the
energy needed in agriculture.
Cristian Colțeanu, CEO of General Electric Romania, underlined
the importance of research and development in this domain.
Worldwide, GE invests 6 – 8 billion $ yearly in research, especially in improving energy usage and efficiency. The solutions
for the future in the energy field are being sustained by a new
technical and digital revolution.
Teodor Chirica, General Manager of EnergoNuclear, pointed
>>>
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out the importance of the nuclear sector in the energy-mix
of Romania. Finalising Units 3 and 4 at Cernavodă could be
one of the major pillars of Romanian energy security policy
for the future, significantly decreasing greenhouse emissions.
Ioan Ignat, a Romagaz Counsellor, connected the process
of natural gas storage to the energy security policy. Nowadays, Romania has a storage capacity of about 2.8 billion
m3. The discovery of new resources, like those in the Black
Sea, must lead, he urged, to new storage facilities, instead
of exporting the gas surplus that might appear within the
context of a consumption decrease.
Finally, Mr. Iulian Iancu stressed once more the importance
of the energy trilemma theme and the efforts that Romania
must make to solve the challenges.

Prof. dr. ing. ION ONUTU
Deputy Dean at Faculty of Petroleum Refining and Petrochemistry
(University Petroleum-Gas from
Ploiesti, ROMANIA), CEEP member.
Member of the Scientific Council
of Romanian National Committee
of the World Energy Council (CNRCME) 2013-2016, Working Group:
Energy Policy, Environmental and
Sustainable Development.
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Remuneration schemes
in the electricity sector
the European Commission wants to know how exactly do they work
By Marek Orzechowski

The European Commission is planning to launch a comprehensive
inquiry into national remuneration schemes in the electricity sector.
Such schemes have been introduced, or are being considered, by
several Member States in order to ensure investments into flexible generation capacities, which are needed to balance out the increasing amounts of variable renewable electricity coming into the
grids. In 2013, the Commission published a set of state aid guidelines, saying that capacity mechanisms should only be introduced
where there is a clear system adequacy need that cannot be solved
through other measures.
However, as an EU source remarked, and reportedly, - on condition
of anonymity – the Commission does not have comprehensive information on how the different capacity schemes operate or about
their impact on the internal energy market. Therefore, the Commission plans an inquiry on the issue. The Commission’s DirectorateGeneral for Competition stated that he could neither confirm, nor
deny the news.
Most European electricity markets are currently mainly organised as
energy-only markets in which the market prices should, in theory,
provide sufficient incentives for new investments in production capacity. The current markets, however, are characterised by increasingly intermittent capacity, low margins on supply, and in varying

degrees, by overcapacity and lower load factors for thermal plants.
Energy companies, subsequently, are confronted more and more
with a lack of funds. The revenues on electricity supplies are simply
all too often insufficient to cover the total costs.
Naturally, the majority of politicians fear the risks of supply disturbances, along with the risk of black-outs, and of course, high peak
prices. Many stakeholders advocate that establishing capacity
remuneration markets is, therefore, the solution to this problem.
There are concerns, however, regarding the impact of these national reforms on the existing, and further integrated, European electricity markets. Others also emphasise that capacity remuneration
schemes should not become a support mechanism for gas and coal
plants. In the ideal situation, the optimal organisation of the electricity market would start its balancing efforts on the demand side.
The Commission plans to launch, this year, a broad consultation on
reforming the electricity market’s design, with a view to identifying ways to solving the stated problems. The public consultations
will be followed up by legislative measures
in 2016.

Marek Orzechowski,
journalist, adviser at CEEP

ENERGY-ECHO
Oil: A flight of fancy at Gatwick?
Exploration firm, UKOG, (UK Oil and Gas) estimate
that up to 100 billion barrels of oil onshore lies beneath the Horse Hill area near Gatwick airport,
with a potential 158 million barrels per square
mile. By 2030, UKOG suggest that they could be
meeting 30% of the UK’s oil demand.
The oil is held in rocks that are naturally fractured,
which means that the fuel source could be extracted without any resort to fracking.
The North Sea has produced about 45 billion barrels of oil in 40 years. Shale oil is also said to be
present in the area, which is traditionally rich in
fuel sources, – between 2.2 and 8.5 billion barrels.
(PW)

Brazil to propose an ambitious
Climate Plan with more
renewables at Paris
Brazil will increase the use of renewable energy
– namely, solar, hydro, and wind – target zero
net deforestation, and push for low-carbon agriculture, as part of its climate proposals at the UN
Climate Conference in Paris in November.
In the last ten years, Brazil has been a leading
figure in combating climate change, slashing its
greenhouse emissions by 41% between 2005 and
2012. However, Environment Minister, Izabella
>>>
Teixeira, admitted that her country’s latest plans
would require foreign capital and technology.
(PW)

>>>
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Summary of the Second
German-Polish Energy Forum
By Alexandru Zegrea

After its successful first edition last year,
the German-Polish Energy Forum continued the dialogue between key decisionmakers from both countries on March the
23rd , in Berlin, addressing common challenges and opportunities in the field of energy policy.
The discussion confirmed that the interaction of energy and environmental policies
is perceived as increasingly relevant for
the sustainable preservation of our prosperity and security. As large neighbouring
countries at the very heart of Europe, Germany and Poland share a responsibility to
find answers to the emerging challenges
that both experience.
The Presidents of major Trade Associations of the two countries, Hildegard Müller (German Association of the Energy and
Water Industry) and Andrzej Malinowski
(Employers of Poland), opened the event
by highlighting the growing importance

Expanding the European Electricity Market to Turkey
On April the 15th, 2015, ENTSOE-E’s Continental
Europe grid was extended to Turkey, serving
an additional 75 million consumers, due to the
EC’s increased energy co-operation with the
Black Sea power. The legally-binding contract
is the first of its kind between a European organisation and the energy-ambitious country,
which will be interconnected with Bulgaria and
Greece. Initially, Turkey can import 550 megawatts of electricity and export 400 megawatts,
with plans to increase this capacity later.
Jerzy Buzek, MEP, ITRE Committee Chair, expressed his delight with the deal: “I am very
happy to attend this visible step forward in
promoting our common energy policy beyond
EU borders”. He further advocated his wish
that Turkey be a part of the Energy Union.
(EL)

Iran nuclear deal offers the West
resource opportunities

of the energy sector for the competitiveness of their economies. Both pointed to

the high potential of bilateral co-operation
when it comes to the creation of a Euro>>>

Iranian officials have stated their wish for
Western involvement, with Mehdi Hosseini,
the head of Iran’s Committee to review oil contracts, promising to unveil a new range of contracts in the petroleum sector this September
in London.
The Iranian government has indicated that petroleum contracts will be repackaged to offer
attractive terms, including ownership of inground oil and gas reserves. (PW)

>>>
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German-Polish Energy Forum
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pean Energy Union and the management
of external uncertainties.
A panel discussion on the consequences of
implementing European climate policies in
Germany and Poland, moderated by Ambassador Janusz Reiter, Chairman of the
Board for the Centre of International Relations in Poland, gave an insight into the
different stances of the participants, with
respect to a balance between reaching set
CO2 targets and the implications for their
economies’ competitiveness.
During the panel session, Waldemar Pawlak, Member of Parliament in Poland and
former Polish Prime Minister , expressed
his concern that an aggressive decarbonisation would critically harm the Polish
economy. He added that a modernisation
of existing facilities would be a far less aggressive intervention into the market than
the German ‘Energiewende’.

Accordingly, the Polish Minister of the Environment, Mr. Maciej Grabowski, inquired
about the experiences in Germany, especially with respect to the reform’s market
distortion effects and its impact on consumer prices. Mr. Sigmar Gabriel, German
Vice-Chancellor and Federal Minister of
Economic Affairs and Energy, stated that
even though the targets for climate and
energy policy have clearly been set, it remains uncertain as to what the necessary
implementation of reforms to achieve
them should look like.
Mr. Paweł Olechnowicz, Chairman of CEEP,
highlighted the need for a North-South
Corridor, at a time when the EU wants to
secure its energy security and competitiveness. He suggested that Europe still lacks
proper energy infrastructure, especially in
Central Europe between the Baltic, Adriatic, and Black Seas.

The broad final consensus amongst all
participants was summarised by Prof. Dr.
Friedbert Pflüger, Director of the European Centre of Energy and Resource Security
(EUCERS), when he said that only close regional and bilateral co-operation between
Germany and Poland can unfold the great
potential of both economies, and that
the different approaches employed by
both nations, can complement each other
when mutual understanding and goodwill
remain at the centre of the partnership.

German offshore wind parks get
EU go-ahead
The construction of 20 German wind parks (17
in the North Sea and three in the Baltic Sea) has
been given the EU’s approval, as its support
system was seen as being consistent with EU
rules on state aid. Each of the 20 projects was
separately notified to the Commission, and was
the subject of a separate assessment because
the projects exceeded the threshold of 250 MW
established in the guidelines on state aid for
the protection of the environment and energy.
Six offshore wind parks, with a total power of
520 MW, are already active in the German maritime zones, and two others, of 400 and 200
MW, respectively, are under construction. Each
wind park covered by the Commission’s decision will produce between 252 and 688 MW,
with a total of seven gigawatts (GW) of electricity generation capacity. (PW)

Coal: still thriving in India

Alexandru Zegrea
Consultant, Pflüger International

According to preliminary data, India’s coal imports soared by more than 33% in the last fiscal
year (2014-2015), and the Central Electricity Authority (CEA) of India estimates that 37 power
generation companies will import a total of
73Mt of coal in the fiscal year (April 2015-March
2016). State-owned power generation companies will import a total of 52 Mt of this total,
with private power utilities importing more
than 21 Mt. (MS)

>>>
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2014 – A more positive year
for Germany’s “Energiewende”
By Peter Whiley and Alexandru Zegrea

Increasing energy production from renewables, increased exports, decreased carbon
emissions, and decreasing consumer prices:
the year 2014, was a memorable one for
Germany’s transition to renewable energy.
Indeed, for the first time ever, renewables
led power production in Germany, generating 27.3% of the country’s electricity.
Meanwhile, energy consumption dropped
by 3.85%, and the economy grew by 1.4%. Little wonder then that the Berlin think-tank,
Agora Energiewende, declared this batch of
good news to be: “a sign that investments
in energy-saving devices and equipment are
paying off.”
During 2014, coal-generated power decreased, as did carbon emissions. In the
years 2012 and 2013, more coal was used
than the 2011 levels, and GHG emissions had
grown, slowly but surely. This had been inherently damaging to the reputation of
the ‘Energiewende’, both in Germany and
abroad, with energy experts questioning the
whole purpose of the policy, as emissions

were clearly going in the wrong direction.
So, last year brought much needed relief for
‘Energiewende’ supporters, as the negative
trends reversed, evidenced by the wholesale
price for power dropping to a record low of
EUR 33 per megawatt hour from EUR 38 in
2013. However, electricity prices for households were at an all-time high of 29.13 EUR
cents in 2014 (the second-highest in the
EU after Denmark, and 3rd highest, when
also including Cyprus). Additionally, about
350,000 households in Germany were not
able to pay their electricity bills, which was
23,000 more than in 2012, and 33,000 more
than in 2011.
Germany also exported more power than
ever before. It is, however, important to
note that not all exports were voluntary, but
rather, a necessity in order to maintain grid
stability. As a result, some of the power that
was exported actually had a negative price
tag, that is: Germany actually had to pay to
export this power. Moreover, neighbouring countries do not necessarily welcome
these power exports, as they threaten to
compromise their own grid integrity. As a

consequence, some of Germany’s perforce
customers, like Poland, had to install phase
shifters to maintain grid stability.
Germany’s renewable energy laws (the EEG)
were also reformed last year, with the ruling
CDU-SPD coalition cutting back the feed-in
tariff for solar and onshore wind, which might
slow photovoltaic (PV) expansion. However,
PV and onshore wind have been receiving
subsidies for 25 years and their expansion
over the past few decades has resulted in
lower production costs. These should, to an
extent, counteract the effect of lower subsidies and move the ‘Energiewende’ closer
to achieving its goal of ‘taking the training
wheels off’ renewables and making itself, in
turn, redundant. The EEG reform also introduced auctioning as a mechanism to finance
renewable generation. This measure favours
large utilities at the expense of the smaller
producers, who have been the backbone of
the ‘Energiewende’ up till now. They are simply too small to compete for large tenders.
As for the immediate future, the government’s plans to carry out tenders for
ground-mounted solar PV projects over the
>>>

Japan’s nuclear restart plans hit
by court ruling
Four years after the disaster of Fukushima, the
plans of Prime Minister, Shinzo Abe, to relaunch
nuclear power generation, have been halted by
the courts over safety concerns. The country’s
Nuclear Regulation Authority had approved
of the restart of the reactors at the Takahama
Plant, but judges sided with residents who had
sought an injunction against the facility’s operator, Kansai Electric Power (Kepco). (PW)

The EU gives green light for Hungarian nuclear deal with Russia
The EU's nuclear body Euratom has signed a
fuel supply agreement, clearing the way for
Russia to build the extension of the country's
sole nuclear plant. Russia will therefore be able
to supply fuel for two new reactors at the Paks
plant in central Hungary over a ten-year period.
Euratom had initially expressed concerns over
plans for Russia to be the only fuel supplier,
threatening to unravel the planned 12.5 billion
euro ($13.4 billion) project.
Hungary signed an agreement with Russia's Rosatom last year to expand Paks with two power
blocks of 1,200 megawatts financed with a
10-billion-euro ($11-billion) loan from Moscow.
Construction of the reactors is scheduled to begin in 2018. (MO)
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2015-2017 period with 500 MW of solar capacities being tendered in 2015,
followed by 400 MW in 2016, and 300 MW in 2017, have also met with criticism. The German solar industry association, BSW, feels that the volume
will be too low to meet the 7.5 GW solar capacity target by 2017, despite
the present scenario of falling panel prices.
Meanwhile, Germany is moving, towards a major drive for energy efficiency, pushing utilities to cut emissions more dramatically, which can only
mean less coal-fired production. The electricity sector has been told to cut
back an extra 22 million tonnes of carbon emissions by capping this type of
generation. The new programme aims at slashing carbon emissions by between 62 and 78 million tonnes by 2020, with 25-30 million tonnes coming
by way of energy efficiency. An additional EUR 70-80 billion will be spent on
investment in efficiency between now and 2020.
The majority of the ‘Energiewende’ community warmly welcomed these
measures, which appear to dispel doubts about the Merkel administration’s commitment to the project.

Peter Whiley
specialist Grupa
LOTOS S.A.

Alexandru Zegrea
Consultant, Pflüger
International
Consulting GmbH
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59th Energy Dialogue
at the Reichstag
By Alexandru Zegrea

The 59th Energy Dialogue at the Reichstag concentrated on the vision and reality of the German ‘Energiewende’ when looking at its impact in the fields of
climate protection, market design, and the security of
supply. The event was held at the invitation of Prof. Dr.
Friedbert Pflüger, Janusz Reiter and Central Europe Energy Partners (CEEP) on March the 27th.
Dr. Ludwig Möhring, Chief Executive Officer of Wingas
GmbH, stressed that despite the rise of renewables,
world energy generation will still remain heavily reliant
on gas. In the context of diversification, Dr. Möhring
noted that Germany is one of the countries with the
most varied sources of supply. At the same time, Russia, as a major supplier, also has a significant interest in
Europe as a key market, and its potential delivery failures can be logistically corrected through Nordstream.
In general, assessing the chances of Germany suffering
a significant suspension of deliveries and comparing this
risk to the costs of stockpiling, Mr. Möhring argued that
Germany has rather too much storage than too little. In
his view, the main current issue is focused upon setting
the right incentives to ensure that this storage is always
full.
Mr. Bernd Westphal, MP, Member of the Parliamentary
Committee on the Economy and Energy, admitted that
Germany is pursuing very ambitious goals with the ‘Energiewende’. This is particularly true at a time when supply security remains at the top of the political agenda
– not only for energy production, but also as a feedstock

for the chemical industry. Therefore, it is important for
Germany to firmly integrate its industry in the processes
of the ‘Energiewende’. In terms of foreign policy, Mr.
Westphal underlined that it is essential to find a way
out of the current spiral of conflict in Ukraine, and welcomed Germany’s co-operation with France and Poland
in this process.
Mr. Hubertus Heil, MP, Deputy Chair of the SPD Parliamentary Group, observed that the famous three goals
of the ‘Energiewende’ – clean, reliable, and affordable
– will not be fulfilled, unless the government continues
to act in this respect, whilst also offering necessary support to German industry, in accordance with European
law. In Mr. Heil’s opinion, the most important topics currently on the political agenda are power market design,
co-generation, grid expansion, and the implementation of climate protection policies. They need to be addressed, as soon as possible, in order to prevent market
insecurity, and its’ subsequent economic downsides.

REPORT

14

The EuroPOWER Energy Conference
Deputy Prime Minister, Janusz
Piechociński during the twentyfirst edition of the EuroPOWER
Energy Conference, held in Warsaw, in April.

By Andrzej Ocalewicz

“The energy sector is currently undergoing dynamic changes.
We can see this in three main areas: the system, the proposed
legislation on RES, and the directions of European Climate
Policy. A key challenge for us is to create the right conditions
for investment in generation sources, both new and those
which replace the withdrawn, exploited units” – declared

“It is necessary to create the
conditions for investments in
new generation capacities, ensuring the availability of a socalled “non-spinning reserve” or
increase import capabilities by
building new connections, and
removing restrictions on existing cross-border connections”,
he added. The Deputy Prime
Minister also referred to the discussion on the EU forum about
the Energy Union. “One of the
main dimensions of the Energy
Union is the EU’s energy supply
security, which is implemented
through the construction of energy infrastructure, solidarity mechanisms in case of crisis, or
the use of the EU's bargaining positions in negotiations with
suppliers”. In his opinion, it is crucial to use domestic energy
sources and enhance the energy security of neighbouring
states.
Another subject was the ‘EU’s Energy Security Strategy’. Participants discussed the energy triad of security, sustainable de-

velopment, and the environment, although, as noted by one
of the panellists, the European environmental discourse has
mainly narrowed down to climate issues. The theme of the debate was the concept of the Energy Union. Maciej Bando, the
President of the Energy Regulatory Office proclaimed: "At present, we need less new regulations, but more determination
in the implementation of already adopted goals". The second
panel also addressed the theme of Poland on the competitive European energy and gas market. Referring to the price
and Poland’s place on the energy markets, the ERO President
stressed that increasing safety levels could not be done without costs.
The debate also showed that price decreases on electricity
markets favours market liberalisation. The market is more oriented to industrial recipients than individual customers. Other
meetings were held around the experiences, conclusions, and
recommendations provided by the existing pilot programmes
of networks/smart meter, RES and prosumer movement from
the perspective of the new renewable energy laws, the needs
of the manufacturing sector, and distribution. The conference
ended with a discussion on the further development of the
energy sector in the financial context, investment planning,
and competition in the supply and construction services for
the energy industry.

Andrzej Ocalewicz
Project Co-ordinator at EuroPOWER
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Central Europe Energy Partners, together with LNG Allies and ATKearney, is organising
the first Europe-U.S. LNG Roundtable, on the 27th-28th of May, in Brussels.
This constitutes a platform for an exchange of ideas between partners from the U.S. and
Europe, on how expanded trade in natural gas between them could benefit both sides of
the Atlantic, and contribute to greater fuel diversity and energy security in Europe. It is a
timely and important debate to underline industry’s needs, not least because of the ongoing negotiations concerning the TTIP agreement.

Among the already confirmed speakers,
we can list:
• Maroš Šefčovič, Vice-President for Energy Union, European Commission
• Jerzy Buzek, Chairman, Committee on Industry, Research, and Energy, European Parliament
• Bernd Lange, Chairman, Committee on International
Trade, European Parliament
• Charles D. McConnell, Executive Director, Energy
and Environment Initiative, Rice University, and former US Assistant Secretary of Energy

On the 25th of February, the European Commission introduced the Energy Union Package,
a long-term plan with the objective to secure the supply of energy, reduce greenhouse gas
emissions, improve energy efficiency, and lower Europe’s gas and oil dependence. This
strategy also includes actions “to explore the full potential of LNG” storage and supply,
focusing on the development of the internal market and increasing interconnectivity.
LNG is seen by Brussels as a key alternative to increasing gas supplies in case of serious
shortfalls; however, there is no common framework in place for an EU-wide LNG strategy for the moment. Miguel Arias Cañete, Commissioner for Climate Action & Energy, declared, during an ITRE Committee Meeting taking place on the 24th of March, that the EU
would both explore the full potential of LNG and present a comprehensive LNG strategy,
which would include the necessary transport infrastructure, given that LNG is an important
element in diversifying the EU’s gas supply.
Key Members of the U.S. Congress, U.S. government officials, EU Commissioners, Members of the European Parliament and representatives of energy companies from the U.S.,
the EU – (especially Central and Eastern Europe) - and from the countries of the Energy
Community, will get together in Brussels to exchange views on this matter.
Access by invitation only.

UPCOMING EVENTS

Europe-U.S. LNG Roundtable I

REPORT
Greece, Bulgaria, and Romania agree on
constructing a ‘Vertical Gas Corridor’

LitPol: Polish-Lithuanian Energy
Trading a Step Closer

The Energy Ministers of Greece, Bulgaria and Romania agreed on the construction of a gas interconnection grid, scheduled to begin in March, 2016, and completed by the end of 2018. The idea of
the project emerged in December 2014, following the demise of Russian Gazprom’s South Stream
gas pipeline. It is estimated that the new gas infrastructure could carry between 3-5 billion cubic
metres of gas annually. Greece’s Revithoussa LNG terminal and the Trans Adriatic Pipeline that is
projected to carry natural gas from the Caspian Basin would provide the new vertical corridor with
its sources of gas.
The European Commission and the European Bank for Reconstruction and Development (EBRD)
are expected to take on a large part of the financing of the interconnector, whose cost is estimated at around €160 million. (www.bta.bg)

A Memorandum of Understanding (MoU) has been signed to agree on common
power trading principles for the LitPol Link, the new Lithuania-Poland power interconnection planned to open at the end of 2015.
The MoU, signed by the Transmission System Operators in Poland - PSE S.A, and
Lithuania - Litgrid AB, as well as the Power Exchanges operating in Poland - TGE,
and Lithuania - Nord Pool Spot, sees the parties agree on the implementation of
common trading principles on the LitPol Link. It is important for all parties that
the LitPol Link is available to the open market, so that all market participants
wishing to buy or sell electricity within Poland and Lithuania can do so in a transparent manner. (www.litgrid.eu)

Poland signs gas
deal with the Czech
Republic

Electricity was cheaper
throughout the Baltic Sea
region in March

The Polish Prime Minister, Ewa Kopacz, and her Czech
counterpart, Bohuslav Sobotka, have signed a deal
for a partnership on the delivery of gas between the
two countries. “We will build the gas line between
the Czech Republic and Poland, [...] we want to build
from European funds. We will strive to prepare the
entire documentation and make sure the appropriate
application finds itself on the desk of the European
Commission’s representative by 2016,” declared Ewa
Kopacz.
They also discussed the construction of a road link
connecting the Czech Republic to the Polish ports of
Szczecin and Świnoujście. This is particularly important, as it ties in with the launch of an LNG terminal in
Świnoujście, later this year. (http://visegradplus.org/)

The average electricity price in the Lithuanian bidding area was 32
EUR/MWh. The demand for electricity fell by 8%, due to warmer
weather and lengthening daylight. Year-on-year comparisons with
March last year, show that the price decreased by 23% in the Lithuanian market.
In March, this year, almost 72% of the electricity consumed in Lithuania was imported. Imports from Latvia, Estonia, and Scandinavia
increased by 20%, whilst imports of electricity from Russia dropped
by 41%.
From the 6th to the 12th of April, the capacities of the LatvianEstonian interconnection capacity was used on average 95%, the
Lithuanian-Latvian interconnectors – by 82%, and the LithuanianBelarusian capacity – by 20%. (www.baltic-course.com)

Croatia: HEP signed
an Exclusivity
Agreement with
Marubeni
HEP signed an Exclusivity Agreement with the
Japanese corporation, Marubeni, in mid-April.
The execution of this Exclusivity Agreement has
successfully completed the first phase of the negotiation process in the selection of a strategic
partner for the financing, design, construction
and operations, and maintenance of the Plomin
C thermal power plant. HEP has initiated communication with the Directorate General Competition of the European Commission, in order to
file the case, and get the necessary clearance to
proceed. (www.hep.hr)
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