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Jan Kulczyk
1950—2015

It was with great distress and sadness that we learned
about the loss of our colleague, Mr. Jan Kulczyk, on the
29th of July. He was the Chairman of the Supervisory
Board of Directors at Kulczyk Investments, one of the
founder companies of Central Europe Energy Partners.
A Polish entrepreneur, with operations in over thirty
countries and across four continents, in the sectors of mineral resources, chemistry, infrastructure, and real estate, Jan
Kulczyk played an active role in the transformation of the
Polish economy, as well as successfully completed major
Public–Private–Partnership projects.
Always willing to take on active roles and responsibilities,
he was a co-founder of the Polish Business Roundtable and
Honorary Chairman of the German-Polish Chamber of Commerce, as well as Chairman of the Polish-Ukrainian Chamber
of Commerce. He also served as Chairman of the Board of
Directors of the Green Cross International.
As the largest Polish investor in Africa, he created the
Council of Investors in Africa, and was the first entrepreneur
in the world to be awarded the title – ‘Friend of Nigeria’, by
the Nigerian government. Another source of pride for him
was being a member of the Atlantic Council’s International
Advisory Board.
Jan Kulczyk was a philanthropist, as well as a patron of
culture and sport and was duly decorated by the Polish
President with the Polonia Restituta Order. As the strategic
sponsor of the Polish Olympic Team, Jan Kulczyk supported
initiatives that unite the worlds of business, politics, and
sports communities, in order to develop amateur and professional sport in Poland.
Within CEEP, he was a precious adviser and a strong
supporter of the causes and activities in which CEEP is
involved. Mr. Kulczyk notably provided a forceful voice for
innovation and progress, not only in Poland, but also in Central Europe, within a period full of challenges and opportunities.

Central Europe Energy Partners’ team and collaborators
wish to express their sincere condolences to
Jan Kulczyk’s family, friends, and partners

Jan Kulczyk will be remembered with fondness and gratitude for all of his achievements and involvement in the global business world.
We will miss his intellectual support and friendship, but
we will never forget him.

Paweł Olechnowicz
Chairman of the Board of Directors, CEEP
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American LNG: an opportunity for
greater energy security in Europe
The LNG floating storage and regasification unit terminal in Klaipeda,
Lithuania, started operating on the 3rd of December 2014

Janusz Luks
Central Europe Energy Partners

the export of gas, which have been in force in the United
States, for forty years now. In the 1970s – in the face of a Middle-East crisis and the decline of domestic production –
these regulations had some economic justification. By strengthening the internal market, they were supposed to protect
US consumers from rising energy prices.
Americans managed to achieve this goal, and thanks to
technological progress, which has allowed them to reach
previously inaccessible deposits, the USA today, not only has
access to cheap energy, but also to an excess of oil and gas.
The situation on the international markets has also changed.
So, if the United States wants to remain a major player on the
global energy markets, including the EU market, it would be
difficult to maintain the current model of embargo. Indeed, it
is even more difficult to imagine the Transatlantic Trade and
Investment Partnership (TTIP), without full access to American energy resources for European companies.

Effective diversification of gas supply has always proven
to be difficult for Europe, a net importer of energy, for
obvious reasons interested in maintaining high levels
of security of supply of energy resources. A new opportunity, however, to redress existing excessive market
dependencies, may arise with the export of liquefied
natural gas (LNG) from the United States to Europe, but
it will require changes in American legislation and the
expansion of European gas infrastructure.
Until recently, the US was one of the major importers of
energy resources in the world. Today, due to the shale revolution, the US is a global leader in the production of oil and
gas. Just last year, crude oil production in the United States
increased by 16.2%. Despite falling commodity prices, 2014
was the sixth in a row, when the extraction of "black gold"
increased. This allowed Americans to achieve production of
8.7 million barrels of oil per day – the highest figure since the
beginning of the last century. The shale revolution also
affected gas production in the United States. Its size is
currently about 2 billion cubic metres per day and already
exceeds the level of demand in the domestic market.
As a result, the United States, currently produces more
gas than it can use. Importantly, the gas is produced mainly
in the East Coast states, close to the Atlantic ports. Furthermore, its transportation to Europe can be cost effective,
because gas in liquid form takes up six hundred times less
space . Although LNG presently represents only about 10%
of worldwide gas consumption, its share is rapidly growing.
This is mainly due to the expansion of infrastructure and the
opening up of new markets. In 2014, global LNG supplies
were estimated at 243 million tonnes – about 1.5% more
than a year earlier.

Investments in infrastructure
However, major changes in US legislation are not everything. In the case of energy markets, free trade cannot be
decreed simply by removing legal barriers and customs. It
requires transmission infrastructure – terminals, pipelines
and interconnectors – without which we cannot effectively
trans-port raw material, and then distribute it across Europe,
and Central Europe in particular. Americans are more advanced in this area, as their export terminals, currently being
built on the East Coast, will have the capacity to liquefy, and
ship approximately 90 billion cubic metres of gas per year.
Although the profitability of some projects has been brought
into question, the American authorities have declared that,
next year, the majority of terminals on the East Coast and in
the Gulf of Mexico will be ready to export LNG.
In Europe, the implementation of the Energy Union’s
strategy may be the incentive for the development of
infrastructure. Currently, programmes related to the construction of connections between individual Member States are
being carried out. The goal is for the LNG-related infrastructure to fully respond to the needs of these countries that
specifically require the diversification of gas supply. These are
primarily countries within Central Europe. The LNG terminal
in Świnoujście (north-western Poland) fits into this pattern,
and has the opportunity to fundamentally change the ▶

Time to abandon embargo
Under these circumstances, a gas alliance of America and
Europe seems obvious. Yet, as demonstrated by the recently
concluded roundtable debate on LNG in Brussels, there are
many challenges on both sides. The first obstacle is the formal ban on the export of oil, and significant impediments to
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NEWS FROM THE REGION

American LNG: an opportunity for
greater energy security in Europe

Romania and Bulgaria seek new builders
for the Giurgiu-Ruse gas pipeline
Romania and Bulgaria are looking for new builders of the
25-kilometre Giurgiu-Ruse gas pipeline. Earlier, the stateowned gas companies, Romania’s Transgaz and Bulgaria’s Bulgartransgaz, terminated their contract with the companies
that were supposed to drill under the Danube River – to create a 4.14-kilometre long pipeline – due to a substantial delay
caused by “technical problems”.
The pipeline is supposed to carry 1.5 billion m3 from Bulgaria to Romania, and 500 million m3 in reverse flow per year.
The total value of the project, which was launched in 2011, is
EUR 24m, of which EUR 8.9m is to be provided by the EC.
(www.novinite.com)

CONTINUED

Commission approves prolonged
Czech support for biofuels
The EU Commission has approved the Czech Republic’s
plan to extend state aid for certain biofuels to 2020, saying it
will help advance both the country’s and the bloc’s renewable
energy and environmental targets, without unduly distorting
competition in the Single Market.
The scheme was first approved in 2008, and is due to expire on July the 1st, 2015. It offers to reduce or refund the
excise duty for using pure or highly-concentrated biofuels for
transport, provided that it meets the required sustainability
criteria. (Politico)

The security of supply of
energy resources in Europe
cannot be achieved if
detached from each other,
with only a partial
development of infrastructure

The Gas Interconnection: Poland–Lithuania (GIPL)
The companies developing the GIPL project will be assessing demand for guaranteed capacity along the new crossborder pipeline, as part of the non-binding open season
procedure.
The main aim of the Gas Interconnection: Poland – Lithuania Open Season Procedure is to identify market interest,
which will be confirmed by long-term pipeline capacity
booking, as well as to define the optimal way of financing the
project. The construction of the GIPL would establish a firm,
bi-directional capacity between the Polish and Lithuanian
transmission systems. (gaz-system.pl)

situation in the Polish energy sector, and potentially also
throughout the CEE Region. However, the opening of the
Polish terminal alone – without additional expansion of
regional transmission infrastructure – will not contribute to a
substantial increase in the consumption of LNG in Europe.
North–South Corridor is essential
The security of supply of energy resources in Europe
cannot be achieved if Member States’ markets stay detached
from each other, with only a partial development of
infrastructure. It requires a holistic approach, co-ordinated at
regional and pan-European levels, a prerequisite of the
creation and functioning of the Internal Energy Market. An
important component of this plan should be the North–
South Corridor, whose task is to integrate key infrastructure
projects, including the existing and planned LNG terminals,
from the Baltic to the Adriatic, and ultimately to the Black
Sea. Thanks to the terminals in Świnoujście (Poland) and
Klaipeda (Lithuania), the Corridor and connections with
Norwegian gas systems would become part of a panEuropean, interconnected pipeline network. It would deliver
an energy highway, stretching from the Polish, Lithuanian
and Norwegian coastline to the Croatian island of Krk.
This, in turn, would foster the emergence of a regional
purchasing group consisting of, among others, Polish,
Lithuanian, Czech, Hungarian, Croatian and also Ukrainian
companies. This group would have real power to facilitate
the most favourable terms for gas supply. In fact, infrastructure itself is not designed to serve as a casual bargaining
chip in negotiations with one or another supplier of raw
materials, but as a long-term instrument for strengthening
market mechanisms in the energy sector. Energy security is
crucial in this respect, but from the point of view of
businesses and households, competitive energy prices are
equally important. Without the adequate infrastructure, both
of these objectives will be hard to reach. ■

Landfills transformed into solar power plants
Poland takes the plunge
In recent years, progressive cities and municipalities have
transformed capped landfills into solar-power plants. Poland
has just invested for the first time, in this way, with the construction of a solar power plant at Ustronie Morskie, a holiday
resort by the Baltic Sea.
The PV farm, which opened in mid-May, 2015, will reduce
the current electricity expenditure of the municipality by 8090%. It has a power of 1MW, and can secure energy for approximately 200 households. The EU supported the project via its
Rural Development Programme, 2007–2013, to the amount of
660,000 EUR (2.64 m. złoty). (portalkomunalny.pl)
Croatia seeks investors to develop
Adriatic LNG terminal
Croatia's power utility, HEP, and gas transmission system
operator, Plinacro, invited investors to express their interest in
building a liquefied natural gas (LNG) terminal in the northern
Adriatic, a feature of the country's drive for energy independence.
The terminal on the island of Krk is also part of Europe's
wider efforts to reduce its reliance on Russian energy supplies,
and has acquired new importance following the cancellation
of the South Stream project.
It is planned to receive, store, and re-gasify LNG, with a nominal capacity of 6 billion cubic metres. The deadline for submitting investment proposals is December, 2015. The terminal
is expected to entail an investment of around 600 million
euros ($653 million). (Reuters)
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“We need regional and cross-sectorial
co-operation to make the EU’s internal
energy system work”
Klaus-Dieter Borchardt
is Director of the Internal
Energy Market at DG
Energy. Mr. Borchardt
joined the European
Union in 1987 where
he has held numerous
positions including
Deputy Head of Cabinet
and Head of Cabinet for
the Commissioner for
Agriculture. Mr. Borchardt
is an Honorary Professor
at the University of
Würzburg, where he
has taught European
law since 2001.

Klaus-Dieter Borchardt
Interview by Jan Jujeczka, CEEP Spokesperson

enlightening. They showed that only a coordinated and cooperative approach among Member States, in regions, would
give our markets the resilience they need. National solutions,
on the contrary, do not guarantee the security of supply.
Therefore, we now have to rethink our approach. We are
currently working on a revision of regulations in gas and in
electricity, where regional focus is all-important. This also
applies to the co-operation of TSOs. It is not only essential
that Member States’ industries should work together. It is
also necessary for the transmission systems’ operators to
come together and manage any crisis situation as a team.

Central Europe Energy Partners organised, just before
the summer break, its 4th energy summit ‘29+1’, where
the Director of the Internal Energy Market Directorate
from DG Energy, Mr. Klaus-Dieter Borchardt, shared his
views about what should be the ingredients of a functional
European internal energy market.
During the recent ‘29+1’ conference in Warsaw, you said
that regional and cross-sectorial co-operation is essential
if we want to achieve energy policy goals. Why do we need
these two elements?
Let’s focus on the regional approach first. Whichever
aspect of the energy system you analyse – whether that is
the functioning of the market, infrastructure, or security of
supply – there is no room for simple national solutions: all of
them have a European dimension. On the other hand, to go
straight into a europeanised and entirely harmonised solution, is not the way forward either. We have 28 Member
States with very different energy systems. Very often there is
no ‘one-fits-all’ solution. Therefore, we need regional solutions as intermediate steps, which will ultimately lead us into
a fully-integrated market.

Markets demand more cross-border approaches, too.
However, Member States have been introducing
uncoordinated measures, for instance, national capacity
mechanisms. What is your opinion on that?
Poorly designed capacity mechanisms will cause problems for the internal energy market. They will simply distort
competition. Therefore, we need to be very cautious when
introducing such measures. I truly believe that properly
functioning energy markets can solve a number of problems.
However, we do not have these functioning markets yet:
neither in gas, nor in electricity. I think it will take us another
10 years before we get to that stage. So, in this context,
capacity mechanisms might become reality but demand
some conditions.
Primarily, we need to know whether a capacity market
mechanism is really necessary. For that, generation adequacy
tests – on regional levels – are required. Only when you look
at regions, and not single nations, can you see if the necessity for capacity is there. The second principle is that the mechanism has to be open for cross-border participation.
▶

How can regional co-operation enhance the EU’s security
of supply?
We all know that security of supply is not a national issue.
Last year, we discussed possible disruption in the transit of
Russian gas through Ukraine. At that time, we made stress
tests for the gas sector, the outcome of which was truly
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“We need regional and cross-sectorial
co-operation to make the EU’s internal
energy system work”

We do not have properly
functioning energy markets
yet: neither in gas, nor in
electricity. I think it will take
us another ten years before
we get to that stage

CONTINUED

The third one is that the demand side and generation have
to be treated equally. These are fundamentals on which we
are working.
How about market mechanisms for renewables, whose
share is increasing?
I agree with those who say that the best energy market
would be the one without any subsidies. That is also true for
renewables. Yet, if support schemes are in place, we have to
make sure that they are regionalised, europeanised, and
based on principles that do not distort the market. We have
new targets for 2030, for renewables a plus of 27% at the
European level. If we reach that target, about 50% of electricity will come from renewables.
This sets a number of challenges for the system’s operation, but also for the functioning of the market. If renewables
– at least mature renewables, such as wind and solar – are to
be integrated in the market, then privileges are not justified
anymore. What we need is more co-operation between
transmission and distribution systems. As 80% of the renewables go directly into the distribution system, a strong coordination between these two areas is required.

ENERGY ECHO
As Germany moves to a green future,
brown coal wins a reprieve
Germany’s wealth depends heavily on exporting industrial
goods made with cheap electricity, and lignite is the cheapest
source of electricity from fossil fuels. After two years of rising
CO2 emissions in 2012 and 2013, and an expert report
projecting that the country would fall short of its 2020 CO2
target by 5-8 points, the government responded that it would
implement a ‘climate fee’ for coal-powered plants.
Chancellor Merkel blamed the situation on an increase of
lignite exports to neighbouring countries, and on the poor
functioning of the EU’s ETS. Nevertheless, the government
ultimately decided to replace the climate fee with an alternative set of measures. Utilities will now not be made to pay
more for emitting CO2, but will actually receive payment for
downsizing their operations, keeping the power plants operational as “national capacity reserve”. So the lignite power
plants, though winning a reprieve, still face an uncertain future, with Vattenfall putting up its Lausitz lignite reserves and
power plants for sale. (PW)

Infrastructure also needs to be developed on a crossborder level. Are we on the right path in this field?
We enacted a huge reform of our infrastructure system,
and it pays off with PCIs or the Connecting Europe facility.
Still, a lot remains to be done. The North–South Corridor,
which is supposed to connect national energy markets, is a
good example here. Again, we have to adopt a regional
approach. It worked perfectly with the Baltic Energy Market
Interconnection Plan (BEMIP), where we managed to make
huge progress in connecting the Baltics in terms of gas and
electricity. This is now being developed within Poland, too,
which is a breakthrough.
As the BEMIP framework has paid off, we have just
reformed it, and put a new action plan together that will be
worked through. We will do the same now for the Central
Eastern and South Eastern region. It is a CESEC Group, which
was formally established on July the 10th in Dubrovnik. This
could also be done for the North-South Corridor. We are
analysing regulatory obstacles and looking for cross-border
political support for key infrastructure projects. Without this
support, no project can be carried out. We are also aiming at
the facilitation of the financial side of projects.

French u-turn on coal technology
Paris is considering watering down a climate change commitment to stop support for companies exporting coal
technology. The French government has laid out five exemptions to be reviewed, citing concerns that the full withdrawal
of export credits could cost jobs at Alstom, which employs
750 people providing coal technology to other countries.
In the working paper, the government asserted the need
for France to “continue hosting an important industrial activity,” adding that this business provided, not just 750 jobs at
Alstom’s plants in Belfort and Massy, but supported another
2,000 jobs indirectly, and produced exports worth €700m a
year.
Alstom responded that it took “note of the willingness of
the French government to set a timetable for the withdrawal
of export credits”, but stressed that coal was going to continue to be part of the global energy-mix for years. The final
decision is yet to come before the UN’s Paris Climate Summit
in December. (CD)
LOTOS carry out research project concerning
usage of hydrogen from renewables
Grupa LOTOS, Poland’s second-largest refiner, has been
consistently investing in new technologies. Hence, a research
project is being developed by the company, together with
Poland’s gas transmission operator, GAZ-SYSTEM, and the
nation’s leading research institutes. Hydrogen from renewable
sources, derived from new technology, will power the Gdańsk
refinery plant in the periods of energy consumption peaks,
which will additionally reduce its demand for hydrogen from
natural gas. A surplus of electricity, used in this technology,
will come from both wind and solar power stations. The
project is expected to balance irregular supplies of energy
from renewable sources. (JJ)

Where is the space for cross-sectorial approach in this
framework?
We need to realise that the energy infrastructure that we
are currently building needs to be smart. Here, it comes to
the cross-sectorial dimension. We need to combine energy
infrastructure with science, industry, innovation, and digital
solutions. There is absolutely no reliable, smart European
energy network without an innovative and reliable digital
network. Therefore, it is key that we have not only a regional
approach, but also a smart cross-sectorial approach, which
connects energy with technology and digital solutions. Only
then can we make our entire energy system safe, secure, and
competitive. ■
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EU refining: an important contributor
to Europe’s energy security

Alessandro Bartelloni
Policy Director, FuelsEurope

refining industry is absolutely essential to keep Europeans
and their businesses moving.

EU refining is a strategic asset for Europe’s economy,
but the growing risk of relocation to other regions
is a serious threat that EU policy makers have to address
without delay.

The contribution to the EU economy
Mobility is a key component of our living standards, and is
intrinsically linked to economic growth. Today, while
renewable energy, electricity and other alternative technologies are increasingly utilised in transport, refined petroleum
products are – and will remain for many years – the prominent energy source. This is due to a unique and tremendously successful combination of continuous techno-logy
advancements in the internal combustion engine and of
affordable and high-quality liquid fuels. The European refining industry is key in helping to make the required mobility
more affordable for consumers and businesses.
The EU refining industry also provides Europeans with
jobs, many of which require professional expertise and are
well paid.
Refined products represent the main feedstock for the
petrochemical industry, with which to produce petrochemical intermediates and finished products, such as plastics.
The high integration of refineries and steam crackers in the
EU boosts the competitiveness of the petrochemical industry, which significantly contributes to Europe’s overall GDP,
and provides many more jobs, beyond those within the refining industry itself. In more general terms, the integration of
the refining sector in the EU industrial supply and value chain,
is an essential condition for the recovery of the EU economy.

The European refining industry plays essential roles in
transport and the petrochemical industry. Refined oil products supply 90% of the energy used for transport in the EU,
and about 2/3 of the feedstock for the petrochemical industry. These are vital components of the European economy,
and a healthy domestic refining sector is, therefore, indispensable for European energy security in an era of geopolitical upheaval.
Whilst Europe’s dwindling domestic crude oil production
results in an increasing dependency on oil imports from
overseas, our security of supply has been enhanced by
making EU refineries flexible, reliable, and capable of processing a variety of crude sources. Due to the unrivalled liquidity of crude oil in the global market of commodities, if
political instability, trade sanctions or any other kind of
disruptions endanger the availability of one or more crude
oils, other sources are readily available to make up the
shortfall.
Refined products already are supplied from refineries
located outside the EU. However, increasing the dependency
of the EU consumer from non-EU refineries implies a
growing risk in terms of security of supply. Not all oil products have the same liquidity in the commodity markets as
crude oils. Furthermore, the number of suppliers capable of
producing intermediate and finished oil products of the
quality needed in Europe is more restricted.
In the case of product supply disruptions (for political,
eco-nomic or ‘force majeure’ reasons), EU consumers and the
EU industrial systems could face a shortage and/or a price
spike. Also, the strategic implications of a secure supply of oil
products for essential civil and military use (e.g. jet fuels,
diesel, etc.) cannot be underestimated. A robust domestic

A highly technological industry
with a continued focus on innovation
Over the past 25 years, European refiners have invested an
average of €4.5 billion annually, towards the desulphurisation
capacity of distillates and gasoline, the upgrading of production
facilities and processes, the installation of emission abatement
equipment, and numerous energy savings measures. Following
the switch to fully unleaded gasoline, this marked the industry’s
full transition to the production of clean motor fuels in 2009.
The continued improvement of oil product qualities have
seen the most striking results in the dramatic reduction of ▶
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ging certain types of uncertainty – such as changes in the
market, evolutions in technology, and a competitive landscape – but they also depend on a predictable legislative
framework.
If this is lacking, it discourages investment decision
makers, and puts the EU at a disadvantage, with respect to
regions of the world where industries enjoy a stable and
predictable regulatory framework.

EU refining: an important contributor
to Europe’s energy security
CONTINUED

sulphur content in road transport, heating, and marine fuels,
which also require significant investments by EU refiners.
The EU refining industry has reduced its environmental
footprint by continuously investing in the development of
increasingly energy-efficient technologies and processes.
The use of cogeneration and advanced catalyst systems
allows for even more energy gains. Since 1990, the refining
sector has been improving its energy efficiency at an average
rate of 1% per year, with EU refineries high in the rankings of
the most energy-efficient in the world.
European refiners, in order to comply with some of the
world’s most stringent air and water quality (SOx, NOx and
particulate matter emissions), and soil protection rules, have
also invested in new technologies within this sphere. This has
significantly reduced their environmental footprint, cutting in
half the amount of sulphur emitted by EU refineries since
1998.
As the quality of water effluents has also greatly improved, refineries, over the past 30 years, have decreased their
oil discharge in water tenfold.
EU refining: worldwide leader
in refining technology innovation
The strong capacity of the refining industry to innovate
has encouraged the continuous development of cleaner
fuels, and the setting of worldwide standards for transportation fuels.
The European Commission’s Competitiveness Report,
published in 2013, recognises that the EU refining industry is
at the forefront, ranked no. one in terms of process
innovation, and ranked no. 4 for product innovation amongst
all EU manufacturing industries.
EU refining, a technology and innovation driven industrial
sector, requires a highly skilled workforce to run its activities.
The Competitiveness Report ranks the EU refining industry in
second place amongst manufacturing industries, with regard
to skill and knowledge intensity share of total employment.

EU refiners want to continue
investing in Europe, but need
reassuring conditions to do so.
There is a clear need for
predictable and non-discriminatory regulations in the EU
to ensure a level playing field
globally, and the freedom for
European refining companies
to operate under market forces

The pressure remains amid many
looming threats on the refining industry
EU refining faces persistent competitive pressure: in the
period 2008-2014, some17 refineries shut down in the EU,
adding up to an 8% capacity decline, and the loss of some
10,000 direct and 40,000 indirect jobs. This is not good news for
the EU economy, and is also detrimental to the global environment: the manufacturing of oil products in the EU refineries is,
on average, considerably less carbon intensive, when compared
with the rest of the world. The relocation of refining capacity
from the EU to other regions of the world, would, subsequently,
result in a 35% increase in GHG emissions.
As the pressure on EU refining remains somewhat relentless, with more pending closures announced, and refineries
under threat in several countries, FuelsEurope emphasises
the importance of undertaking a thorough and objective
assessment. An assessment that looks carefully at how legislation affects costs and competitiveness, and takes into due
consideration, comments from stakeholders, most notably,
from those directly concerned – the Member States and
industry.
A competitive legislative framework is an essential condition to encourage investment. Companies are used to mana-

Technology neutrality and a rational approach to the cost
of carbon are also essential elements of a competitive
legislative framework.
EU refiners want to continue investing in Europe, but
need reassuring conditions to do so. There is a clear need for
predictable and non-discriminatory regulations in the EU to
ensure a level playing field globally, and the freedom for
European refining companies to operate under market
forces. ■
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The integration of the Baltic States‘
electricity systems into the European
power network: a win-win project

Daivis Virbickas
Chairman of the Board and CEO at Litgrid, CEEP member,
Lithuanian electricity transmission system operator

not only ensure security of supply to the region, but will also
contribute to the implementation of an integrated European
Energy Market, the core element of the Energy Union
concept.

Despite being EU Member States for more than a decade,
Lithuania, Latvia, and Estonia, as far as the energy sector
is concerned, have remained a part of the huge Russian
IPS/UPS system. The current geopolitical situation,
therefore, shows the importance and necessity of a deeper
integration of the Baltics with the Continental Europe,
and most particularly, in the energy sector.

Poland and Lithuania – years of co-operation
The initial step to integrate the Baltic and Western European power infrastructures has been made with the LitPol
Link project, the first 500 MW and 163 km long electricity
interconnector between Lithuania and Poland. LitPol Link is
part of the Baltic Energy Market Interconnection Plan
(BEMIP), signed by the Commission, along with Den-mark,
Estonia, Finland, Germany, Latvia, Lithuania, Poland, and
Sweden, which is aimed at connecting the energy systems of
the Baltic Sea region countries, whilst eliminating energy
islands in the European Union. Recently the BEMIP plan was
modernised and strengthened, and effective co-operation,
with a view to making the Baltic States form part of the
Continental European synchronous area, was included.
Years of co-operation between the Polish and Lithuanian
grid operators will result in commissioning the electricity link
in December, 2015, and will connect the Baltic States’
electricity grids to the rest of the Europe for the first time in
history. However, the integration of infrastructure is just the
beginning of a long-term strategic partnership, the synchronous operation of the electricity systems with that of the
Continental Europe, which, in turn, will facilitate EU energy
market integration, and will maximise the benefits of
investment into the Polish grid infrastructure. Last, but not
least, this will eliminate third country impact on the
electricity market, as well as increase the reliability of the
electricity transmission network of the Baltic States.

Today’s situation when the electricity systems of Lithuania, Latvia, and Estonia operate without grid connections to
mainland European grids, and are controlled from the capital
of their major Eastern neighbour, should certainly be perceived as a threat to the security of supply of the whole region.
The development of the transmission networks of the EU
countries is planned and discussed within the European
panels of the grid operators. The rules and regulations of the
European grid operators are created in the light of the shared
European values of mutual respect and democracy, and will
gradually be adopted in the form of EU Network Codes.
However, there is no trusted, reliable information about
the condition of the electricity grids in Russia and Belarus, nor
about the future development plans of those grids. Some
major accidents in the past, convey the signs of a lack of
security of the system, and obvious failures in maintenance.
Depending on these systems further, without a clear plan to
change the situation, would present a very alarming situation
to the Baltic countries. Central and Eastern European countries (Poland, the Czech Republic, Slovakia, and Hungary)
have taken into account the issues mentioned above, and
synchronised their electricity systems with Continental Europe in 1995, followed by Romania and Bulgaria in 2004.
The Baltic States share a common position that the
electricity systems of their region, must operate synchronously with the systems of the Continental Europe. This will

An important milestone for the region
The transition to synchronous operation of the Baltic and
Continental European power systems is a complex and
comprehensive process. First, agreements between all the
related regional partners and EU institutions must be reached ▶
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Lithuania, Latvia, and Estonia have started the implementation of this long-term programme, by studying the possibilities and threats. From 2011-2013, the Baltic transmission
system operators carried out a Feasibility Study on the Interconnection Variants for the integration of the Baltic States into
the EU’s Internal Electricity Market. The results of the study,
partially funded by the EU, showed that synchronous
operation of the Baltic and Continental Europe’s networks is
technically and legally feasible. Admittedly, the process is
complex, and will require both time and financial resources in
the years to come.
Synchronising the Baltic and Continental European power
systems is perceived as an important milestone in ensuring
energy stability and reliability of the region, by both politicians
and engineers of the grid operators. There’s no doubt that this
is an important task which should be on the EU’s agenda, as
well. Transition of the Baltic power systems to the European
dimension and common operational principles is a challenge.
A major role in this process has been cast on Poland’s
shoulders – in welding together the support and co-operation
needed to develop the plan, whilst preparing the steps of
implementation will require constructive collaboration and
active participation, similar to the experience of the last
decade. However, the importance of this long-term project,
and the benefits of security of supply for the Baltic States,
Poland, and all of Europe is obvious. In the end, synchronous
operation of the Baltic and Continental European Network will
increase power supply reliability and contribute to the energy
security of the entire Central European region. ■

The integration of the Baltic States‘
electricity systems into the European
power network: a win-win project
CONTINUED

as well as the necessary arrangements between the EU and
Russia and Belarus. Then, a number of legal and technical
issues, such as ensuring the supply of reserves and switching
off from the Russian energy system, must be worked out,
whilst additional infrastructure elements must be developed
and implemented. Last but not least, common system
operational principles must be adhered to, and the transition
from IPS/UPS to the Continental European network finalised.

ENERGY ECHO
New opportunities for the World’s Energy Poor
Plunging costs in solar power over the next 25 years will
make it the first choice for consumers and the poorest nations,
according to Bloomberg New Energy Finance. It predicted
that worldwide, rooftop and small-scale solar plants will jump
nearly 17-fold from 104 gigawatts in 2014, to nearly 1.8
terawatts in 2040, with prices for solar panels tumbling by
47%.
Developing nations will account for 79% of 8.9 terawatts
of new power capacity added worldwide, and by 2040, developing economies would have spent $1 trillion on small photovoltaic systems, which would mean, in many cases, bringing
electricity for the first time to remote villages. (PW)
Energy consumers in the UK paying too much
for their energy
The Competition and Markets Authority (CMA), a competition watchdog, in its investigative report into the UK’s energy
market, has shown that residential consumers are paying 1.2
billion pounds too much for their energy usage, with small
firms being billed to an excess of 500m pounds. The guilty
parties are the ‘big six’ energy companies, who, the report
claims, overcharged residential customers by around 5% between 2009 and 2013, and small businesses by 14%, in the
same period. (PW)

The Baltic States share a
common position that the
electricity systems of their
region must operate synchronously with the systems of the
Continental Europe. This will
not only ensure security of
supply to the region, but will
also contribute to the implementation of an integrated
European Energy Market,
the core element of the
Energy Union concept

European cities seeking to go faster and further
than EU climate targets
More than 6,000 European cities have signed the Covenant of Mayors, a voluntary commitment to go further and
faster than EU targets, with their climate plans calling for a
28% cut in CO2 emissions by 2020, which is 8% more than the
EU’s 2020 target. As cities are responsible for 70% of CO2
emissions, it is argued that it makes sense for local, municipal
authorities, more than national governments, to wage the war
on pollution, and global mayors will indeed be present in Paris
at the Climate Summit in December. (PW)
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Natural Gas Reverse Flows
in the Danube Strategy Region.
Current State and Outlook
Daniel Měsíc
EU Energy and Climate Policy Expert,
Office of the Government of the Czech Republic
The gas crises in 2006 and 2009 hit hard, not because of
the lack of supply, but because of the lack of infrastructure.
These crises, and the profound changes on the global gas
market, call for measures to be undertaken now in Central
and Eastern Europe. Development of infrastructure is
needed in order to strengthen Europe’s energy security,
and to be able to benefit from expanding western liquid
markets, and beyond this, potentially from LNG supplies
from overseas. Among the actions to be undertaken, the
so called bi-directional connections (BDICs) play a key role.
A study by the Center for Energy Studies of Masaryk University in Brno (The Czech Republic), carried out within the
framework of activities of the Priority Area 2: ’To Encourage
More Sustainable Ener-gy’ (EU Strategy for the Danube Region) analyses the current state of play, and the potential
development of bi-directional connections and reverse flows
of natural gas in Danube Region countries. The authors of the
study have built on the liberal model of international energy
relations, presuming that gas markets are driven by suppliers
striving to increase their profits.
However, some strategic aspects are valid as well. The
study argues that BDICs may contribute to the EU´s efforts
to create an internal energy market. The authors offer three
scenarios, and in the first, the’ Reference Scenario’, regional
markets do not exist. Business is based on the existence of
long-term contracts, and infrastructure is covered by unidirectional lines. As a consequence, it is difficult for
competition to develop.
The ‘Business as Usual Scenario’ deals with regional
infrastructure projects that were approved in the phase of
the investment decision. We, therefore, observe higher
liquidity on the Hungarian market, which becomes accessible
from Croatia and Slovenia. The region benefits from natural
gas from Western Europe markets, and from overseas. However, the state of liquidity is still far from ideal. The ‘Optimistic
scenario’ promises a significant increase of regional infrastructure capacities. Interconnection between Croatia and
Serbia, and strengthened bi-directional capacity between
Hungary and Romania, bring many regional benefits.
Liquidity significantly increases in comparison to other
scenarios.

countries, as prices can vary a lot for the long-term contracts:
with Austria, for example, buying natural gas for 397 USD/tcm,
whilst the neighbouring Czech Republic pays 503 USD/tcm in
2013, prices which of course have decreased substantially in the
meantime.
Interpretations
Between 2010 and 2012, we witnessed a growing gap
between spot prices and long-term contract prices. At the same
time, trading in hubs increased, overall. These factors have
brought new incentives for further market development. The
study assumes that strengthening the infrastructure will make
the contracts more flexible, which will consequently, lead to yet
further enhancement of the market with natural gas.
We must bear in mind that small Balkan States are the most
vulnerable, and any kind of diversification will improve their
situation. The Balkans will also play a crucial role in attracting
supplies from Central Asia. Nevertheless, they should still be
sufficiently connected with the developed Western European
natural gas market.
Connecting Western Europe and the Balkan markets would
have a positive impact on the western markets’ liquidity as well.
So, in this case, we have to ask the obvious question: Given all
the benefits of regional infrastructure development – why
don´t we have sufficient infrastructure yet? The reason is that
insufficient regulatory conditions, infrastructure, and liquidity
hinder faster development. This brings us to the key part of the
study – the recommendations.
Regulation and public policy
First, the governments need to follow and adopt the European Commission's policies on market liberalisation and integration. They should develop a regulatory framework suitable for
the development of competitive markets with cross-border
outreach. Secondly, the governments should avoid linking
natural gas contracts with other arrangements and not to limit
their interest only to (though seemingly tempting) short-term
benefits. Too, governments are encouraged to cut the influence
of energy incumbents and interest groups on public policies. ▶

BDICs
BDICs transform the uni-directional lines into a grid with
positive impacts on affected markets. They enable states to
diversify the supply sources, and consequently, to increase
security of supply.
However, it is not only security that is positively affected by
the BDICs. Trade incentives are also put in place, and price
arbitrage among newly connected markets may occur. Price
convergence would be very important in the Danube Region
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Regulation

CONTINUED

This will stimulate foreign traders to enter the market, and
contribute to infrastructural development. Finally, the EU
Member States should support non-EU partners in adopting
European legislation, in order to ease the task of securing the
investments crucial for construction of the infrastructure
needed.

Infrastructure

Infrastructure
In terms of infrastructure development, governments
should consider direct or indirect forms of support to
projects that enhance the diversity of supply. Offshoots from
the emerging Turkey-Greece-Albania-Italy trunk line should
be given support. This pipeline is likely to become the
preferential export route for Azerbaijani, Iraqi, Iranian,
Cypriot, and Israeli production in the 2020s, and the
European States should make the best efforts possible, to be
able to benefit from it.

Liquidity

Liquidity
The third obstacle preventing BDICs from developing is
insufficient liquidity. In order to improve the current
situation, governments should consider supporting the
above mentioned corridor. It would take significantly less
political and financial commitment to make the most of this
opportunity, compared to other large projects. To be able to
benefit from diversified sources, countries will have to initiate
intergovernmental negotiations with Middle Eastern, Central
Asian, and Mediterranean suppliers, to enhance European
energy security. The LNG terminal in Croatia may be an
additional source of liquidity in the region. Even the current
LNG spot price levels are competitive, and further development of capacities and technologies may improve this
situation further. Liberalisation of gas markets and increase of
competition must take place. The more actors responsible for
securing supplies, the more likely it is for competitive trading
to emerge.

Governments should consider
direct or indirect forms of
support to projects that
enhance the diversity of
supply. Offshoots from the
emerging Turkey–Greece–
Albania–Italy trunk line
should be given support

The Danube Region has the
potential to become a natural
gas hub, to enjoy increased
energy security and low prices,
and to also bring such benefits
to surrounding countries.
To achieve all that, a lot of
effort needs to be undertaken.
Both political and financial
incentives will have to be
made, in order to build
sufficient infrastructure, and to
make the markets attractive for
new suppliers

All in all, the Danube Region has the potential to become
a natural gas hub, to enjoy increased energy security and low
prices, and to also bring such benefits to surrounding
countries. To achieve all that, a lot of effort needs to be
undertaken. Both political and financial incentives will have
to be made, in order to build sufficient infrastructure, and to
make the markets attractive for new suppliers.
The study has shown one of the possible ways to get
there. Now, the ball is in the court of the governments and
investors who have to critically assess the current situation,
plan for the long-term, and not be afraid to make important
strategic decisions. ■
Credits to: Jan Osička, Filip Černoch, Tomáš Dráb, Tomáš Martanovič,
Jiří Vlček; Masaryk University Center for Energy Studies
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Biogas: a high-potential, sustainable,
yet untapped fuel in Romania
Dragos Tâlvescu
Affiliated Expert, European Policy Group (Romania)
Partner and Consultant, Sound Energy

The high CO2 content of biogas is usually released in the
atmosphere (it is technically possible to capture and store
(CCS), as it is in the process of upgrading to biomethane, but
this is expensive), and burning the methane content of biogas releases CO2 as well. Nevertheless, within the wider perspective, biogas is almost climate neutral, since the alternative
would be to let the methane in the feedstocks dissipate into
the atmosphere. Methane is far more potent a greenhouse
gas than CO2, so avoiding its release is very valuable for climate mitigation. In addition to avoiding methane emissions,
using locally produced biogas/biomethane often replaces
imported fossil fuels, and provides an additional income
stream to farmers. Subsequently, several EU Member States
now provide strong incentives for biogas production.

Portrayed as a key element in Romania’s sustainable
energy future, biomass should be the object of intense
debate in connection with future strategy. Solid (wood,
charcoal) and liquid (biodiesel, bioethanol) forms of
biomass are all well known, but it is also possible to derive
significant amounts of valuable, clean energy by burning
(upgraded) biogas. This article, therefore, briefly discusses
the prospects of biogas production and use in Romania,
within a European context.
The biogas value chain – a versatile, renewable fuel
Biogas is a valuable methane-based, gaseous fuel, derived from various biogenic sources. While conventional (fossil) natural gas forms from the decomposition of organic
matter at high temperature and pressure in the lithosphere
over millions of years, biogas forms close to the ground’s surface or in special plants, within weeks or months, in a fourstage process called anaerobic digestion. Due to the speed
of biogas synthesis by anaerobic digestion, its methane content is lower (35-70%) than for natural gas (80-96%), and its
CO2 content rather high (15-50%). The solid residue of anaerobic digestion, called digestate, can partly become a fertiliser.
The three main sources of biogas are agricultural waste
(plant residues, manures) or dedicated energy crops (maize,
grasses, etc.), wastewater (sewage sludge), and biogenic
landfill waste. Industrial organic residues, particularly in the
food-processing sector, can also be an attractive biogas
feedstock.

Short overview of European biogas
Biogas production in the EU in 2013 was 566 PJ (157
TWh), accounting for almost 7% of total renewable energy
use, but only 0.8% of total primary energy demand and 3.5%
of natural gas demand. The situation varies considerably
between countries. Half of all EU biogas production takes
place in Germany (287 PJ), and another 27% is equally split
between the UK and Italy (76 PJ each). Other important
biogas producers are the Czech Republic, France, Spain, and
the Netherlands, totalling 66 PJ (Eurostat, nrg_110a, 2014).
Italy, Germany and the Czech Republic have registered the
highest growth rates over the past 5 years, but they are all
currently slowing down, due to changes with their biogas
incentive schemes. (EurObserver, 2014)
The feedstock distribution is 70% agricultural waste and
energy crops (particularly in Germany, Italy, the Czech
Republic and Austria), 20% landfill biogas (especially the UK,

Figure 1: Schematic representation of the biogas value chain
Source: Sund Energy, 2010

Spain, Portugal and Ireland), and 10% wastewater biogas
(especially Sweden and Poland), illustrating different support
policies in each Member State. Biogas is usually monetised in
co-generation plants and the main outputs of use are electricity (53 TWh) and heat (about 30 TWh – 80% used locally
by the producer). In addition, at the end of June 2014, there
were 258 upgrading plants producing 1.3 bcm biome-thane,
with Germany (151) and Sweden (53) taking the lion’s share
▶
(EurObserver, 2014).

Similar to natural gas, biogas can be used directly to
generate heat, electricity or in the co-generation of both. It is
also possible to increase the calorific value of biogas by removing CO2 and upgrading it (closer) to natural gas characteristics. The higher-value product, biomethane, can be injected into the natural gas grid for easier distribution over long
distances. Biomethane can have many uses such as a natural
gas, feedstock in fertiliser, methanol production, and transportation fuel.
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Energy crops for biogas production are competing with
food production, so they are less sustainable than biogas
derived from organic waste, and the EU is discouraging their
expansion. However, there is considerable untapped biogas
potential in all Member States, and the Member States’ national action plans for renewable energy indicate a 40% increase in electricity generation (to 70 TWh) and 70% increase in
heat use (to 50 TWh) by 2020.

TJ from CHP plants). Some heat was used locally at the
production site. Gross electricity generation from biogas was
about 102 TJ (26 GWh), considerably below the 440 GWh
expected for 2013 in the national renewable energy action
plan, and far from the planned 950 GWh for 2020 (Romanian
NREAP). The total theoretical biogas production potential is
estimated at 110 TWh, with most feedstock from crop
residues and livestock manure (Vintila and Neo, 2011). If
about 10% of the potential were to be realised, it would
amount to a 50-fold increase from the 2013 production level,
and a tremendous increase, even when compared with the
2020 target. In order to realise this potential, concentrated
effort is required in order to make it easier for interested
investors to take a final investment decision.

Biogas in the Romanian energy mix
In 2013, Romania had a primary energy demand of 1354
PJ (374 TWh; 32.2 mtoe), of which 30% was for natural gas, at
410 PJ (114 TWh). Renewable energy covered only 17% of
primary energy demand, at 232 PJ (64 TWh), and two-thirds
of this amount (150 PJ; 42 TWh), was wood burnt for heating
and cooking in inefficient stoves and ovens. By comparison,
hydropower stood at 54 PJ (15 TWh), liquid biomass use was
nine PJ and biogas less than one PJ (Eurostat, nrg_110a,
2014).

Realising Romania’s biogas potential
For Romania to increase its biogas production 50-fold, a
major step change is necessary, even if the level of support is
sufficient to make most investments profitable. To begin
with, the permitting procedures for biogas projects must be
simplified; for instance, by setting up a “one-stop shop” for all
the necessary approvals, including environmental impact
assessments, grid connection, etc. Another key condition in
order to attract investment capital is to build trust on the
stability of the green certificates scheme (or, if relevant, the

Biogas: a high-potential, sustainable,
yet untapped fuel in Romania
CONTINUED

Figure 2: Biogas in the primary energymix of Romania (2013; measured in PJ; total: 1347 PJ)
Data: Eurostat, nrg110a

Biogas production in Romania started in the 1960s,
mainly at municipal wastewater treatment plants and with
sludge from pig farms. By 1989, 400 facilities were producing
approximately 180 GWh (650 TJ) of energy. However, a lack
of investments after 1990, privatisations, and liquidations, led
to a rapid fall in biogas production.
According to Eurostat, Romania only reports biogas
production since 2007, but the pace of growth was slow until
2010, when the green certificates incentive system started
(Eurostat, nrg_110a, 2014). Biogas receives up to four green
certificates per MWh, depending on the type of feedstock
(energy crops are for now incentivised) and utilisation (CHP is
incentivised). Romania does not support heat production
from biogas, other than as a by-product of electricity generation in CHP plants, and there is no incentive or legal framework for upgrading to biomethane, or for the injection of
biomethane in the national gas grid (www.res-legal.eu,
Romanian NREAP).
In 2013, total biogas production in Romania was 822 TJ,
of which the marketed biogas-derived heat was 138 TJ (100

upcoming feed-in tariffs system), since the sudden adjustment in 2014 has made it difficult for investors to commit
capital for renewable energy projects.
On a more general level, modern farms are a prerequisite for setting up an efficient value chain for biogas,
from collecting the crop residues, to the anaerobic digester,
to maximising the value of the produced biogas, locally, or by
selling heat/electricity to the grid. Only pooling the arable
land into medium- and large-scale farms or co-operatives,
and a high degree of mechanisation, can make the investment in biogas from crop residues and livestock, worthwhile. The ongoing, gradual modernisation of Romanian
agriculture, which takes place independently from biogas
incentives, will lay the foundation for increased biogas production over the coming years. As farmers find themselves in
a position to invest in biogas, regional and local authorities
should support them with the basic expertise needed to
embark on such projects.
Finally, there is considerable potential for biogas
production from landfill waste and wastewater treatment ▶
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plants. Romania sends most of its waste to landfills, but this
should change towards more rewarding of waste handling,
including recycling and incineration. However, the
considerable potential in landfill gas will remain. Many
Romanian municipalities lack modern wastewater treatment
facilities, but there is considerable funding from the EU to
catch up in this regard. Proper regulation and stable
incentives in place, should make it possible to trigger
investments in biogas production from both landfill and
wastewater treatment plants in most of Romania’s
municipalities. This would be a welcome renewable addition
to local energy supplies, whilst at the same time, improving
the environment and combating climate change.
Biogas production in Romania will probably not overtake
liquid biofuels, solar, or wind power generation in the
energy-mix, remaining a marginal domestic source of energy
supply. Nevertheless, it is essential to pursue its large-scale
development, as it improves local environments and the
livelihood of farmers; it mitigates climate change, and overall,
contributes to a long-term sustainable energy-mix. ■

Proper regulation and stable
incentives in place should
make it possible to trigger
investments in biogas
production from both landfill
and wastewater treatment
plants in most of Romania’s
municipalities

MEDIA PARTNER

13th International Conference and
Exhibition: OIL—GAS—CHEMISTRY
CEEP is a media partner of the 13th International
Conference and Exhibition: OIL–GAS–CHEMISTRY 2015,
which will take place on the 16th and 17th of September,
at the Copernicus Science Centre, Warsaw, Poland.

www.naftaigaz.ztw.pl

The main discussion topics will include the prospects of
co-operation between Poland and Ukraine; European climate
and energy policy versus the Polish economy; the fuel market and the independent players in the gas industry; as well
as the role of LNG in Poland.
This event is organised as a multi-branch gathering, em-

bracing the wide scope of oil, gas and the chemistry
sector. Its aim is to create a networking and match-making in
the oil, gas platform for the representatives of government
and business and chemical industries.
This annual forum brings together over two hundred participants. ■

9th European Refining Summit
Central Europe Energy Partners will be a media partner of
Platts for its 9th European Refining Summit which will take
place in Brussels on the 17th and 18th of September.



I

www.platts.com/europeanrefining

Over thirty expert speakers and a 160-strong audience
consisting of the region's major refiners, traders, regulators,
and other key industry stakeholders will discuss the latest insights on:
 How refineries can innovate and adapt to meet shifting demand trends;
 The latest challenges and opportunities from Africa,
Asia, the US and Latin America;
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Implications of the latest environmental and energy
regulations;
Developments and challenges in the jet fuel, diesel
and gasoline markets;
How to improve operational, energy efficient supply
chains, and logistics performances. ■
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COP-21: A summary of
the pledges made so far
Peter Whiley
Specialist, Grupa LOTOS S.A.

future and work closely on carbon markets and green
technology, including carbon capture, use, and storage.
Australia, who recently signed a free trade agreement
with China, may well be more compliant at Paris than
expected, as it will want to be seen as being closely allied to
China’s energy initiatives. Indeed, Australia has just pledged a
26-28% GHG emissions reduction from the 2005 level, up till
2030. However, the Prime Minister, Tony Abbott declared
that, “the government will not put the environment ahead of
the economy”, and this attitude is a crucial factor behind the
motives of many countries, India included.

As 2014 was the hottest year on record, and 2015 is likely
to surpass that, whilst 2013 broke all records for carbon
pollution, there is a fair degree of urgency behind
achieving a ground-breaking deal at the Paris Summit in
December. Some countries have already ‘declared their
hands’ by making pledges in advance of the talks. These
give us a hint on the real state-of-play, ahead of COP-21.
Up until now, nearly 50 countries have filed their emissions reduction pledges to the UN, covering approximately
60% of the world’s emissions. They include the EU (28
countries, not one), the US, China, Canada, Russia, Australia,
and Mexico. Key countries such as India and Brazil, have yet
to make official their plans. The national contribution each
country is prepared to make, is known at the UN as an
Intended Nationally Determined Contributions (INDC).
An important factor to look out for is the baseline year
upon which such INDCs are made. Under the Kyoto Protocol,
nearly all countries have previously tended to use the base
year of 1990, which make pledges easier to compare.
However, the US, China, and Canada have chosen 2005 as
their baseline year, with the result that their promised cuts
appear higher than they are in reality. Canada’s target, for
instance, of 30% below 2005 levels, is equivalent to only 2%
below 1990 levels. The US’s recently up-dated pledge of 32%
carbon cuts on 2005 levels, still leaves it far behind the EU’s
“at least 40% target”, by comparison.

Tony Abbott, Prime Minister
of Australia: the government
will not put the environment
ahead of the economy

China’s achivable goals
China, has pledged to peak emissions by 2030, and cut
levels of carbon emissions per unit of GDP by 60%-65% on
2005 levels, whilst boosting the share of renewables and
nuclear in its energy-mix to 20%. Experts suggest that China’s
goals are conservatively-expressed, and they may well, in the
long-term achieve better results, as the Chinese like to cite
targets they know they can achieve. This contrasts with the
EU’s pledge, which is seen by many to be “too ambitious”,
especially when given an expected 54% rise in the EU’s
economic growth from 2000 to 2030.
However, China, nowadays, seems to be far more positive
in its battle to combat CO2 emissions, than it was at the last
major climate talks in Copenhagen in 2009. Its clean energy
achievements by 2014, are as follows: 300 gigawatts (GW) of
hydropower (2.5 times more than in 2005); 96.37 GW of wind
power (90 times larger than in 2005); and 28GW of solar
power; and a renewables investment leap by 31%. China’s
‘green growth’ sets an example for other emerging industrial
powers to follow, such as India, which may well have
previously viewed green industrialisation as a luxury suitable
only for rich countries.
Targets for 2020, not included in the UN submission,
indicate that China is aiming for 350 GW of hydro, 200 GW of
wind power, and 100 GW of solar power, plus 58 GW of
nuclear. Hence, China is rightfully earning for itself, the title of
‘an emerging renewables superpower’. At the end of June,
the EU and China agreed to jointly target a lower carbon

Assurances of help for the developing nations
So, what can we expect from India, one of the world’s
leading polluters? It still has not announced its pledge ahead
of COP-21, and unlike China, will not set a date for peaking
its carbon emissions. Tantalisingly, the Environment Minister,
Prakash Javadekar, has promised a pledge that would be
“much more ambitious” than the world expected. Plans to
help the 400 million ‘energy poor’ in India gain access to
electricity, and the fulfilment of Delhi’s possibly ambitious
pledge will be “vital to getting a binding deal in Paris”,
according to Christiana Figueres, the UN Climate Chief.
To put matters into perspective, Javadekar outlined a
2030 scenario whereby India would likely be responsible for
10-12% of CO2 global emissions, with per capita emissions
around 3.5 tonnes. The U.S. per capita figure is 16.6 tonnes
today, whilst the EU figure is 7.5 tonnes. It is easy, therefore,
to see why countries such as India are somewhat skeptical
towards the developed countries.
This may well be indicative of the attitude from other
developing countries, such as Gabon and Mexico, who have
submitted pledges already, but opted for ‘the business-asusual scenario’ as their baseline, given that the UN
convention puts more responsibility on countries with
developed economies. The poorer nations have argued that
they want assurances they will be helped to prepare and
cope with future climate-related impacts.
▶
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Mexico and China have made it clear, in the meantime,
that they want to develop their industries further, and so
their emissions will rise for some years to come. Mexico has
promised though, that the peak year for its’ emissions will be
2026, which betters China’s pledge of 2030. However, some
experts feel that China may agree to 2026 at Paris. This is still
frustrating, though, for those who really want to make major
inroads into curbing emissions.
“Give us the money, and we can do more, and faster”
The EU will obviously set out to take a leading role at
Paris, with its stated target of an “at least 40%” reduction on
1990 levels. The EU’s Climate Commissioner, Miguel Arias
Canete, recently called upon the major emerging economies
to follow suit, and all the EU countries, plus Norway, have
agreed to his call.
China, the U.S., and the EU are the three biggest emitters
of CO2 in the world, and when one sees that the U.S. emits
more than twice the amount of CO2 as the EU does, then the
U.S.’s Paris Summit Pledge is hardly “doing the heavy-lifting”
that the Foreign Minister of the Marshall Islands recently
called for from the U.S. In real terms, whilst China’s targets
can be seen as “achievable”, the EU’s as “ambitious, but probably achievable”, the U.S.’s should be viewed as “disappointing, to say the least, though conversely groundbreaking on home soil, given its appalling track record”.
Developing countries will hardly be inspired by their figures,
though some credit must go to President Obama for kickstarting the climate process in the U.S.
An over-riding message at the Paris Summit may well,
therefore, be: “Give us the money, and we can do more, and
faster”. Indeed, in 2010, developed countries agreed to raise
100 billion US dollars a year by 2020, to help the developing
nations build cleaner energy systems and prepare for the
worst effects of climate change.
A notable factor to take into account is the role to be
played by Non-State actors. The Covenant of Mayors –
leading heads of cities around the globe – will be present at
Paris, and they are eager to outstrip the CO2 reduction
targets set by their respective countries. Copenhagen, for
instance, has per capita emissions of 2.8m tonnes a year,
compared with the EU average of 7.4m. tonnes, whilst Vaxjo,
in Sweden, even beats Copenhagen with per capita
emissions of 2.4m tonnes. So, with 6,000 signatories to the
Covenant, many city authorities are eager to take
responsibility for the fight against climate change.
Another group, likely to be present at the Paris Summit,
are the CEOs of major oil companies. This includes the heads
of BP, Shell, Statoil, and Total, who wrote to the UN’s Climate
Chief. So, if the richer countries need funding to assist the
poorer nations, the private sector may well be willing to play
its part in this.
Paris, therefore, looks likely to deliver an agreement,
given all these encouraging signs, but the bigger question
concerns the level of ambition. A truly global campaign will
probably be launched, but will its targets be high enough?
Will they be legally binding, too? One suspects that the
answers to these two questions will be ‘no’. Maybe for now,
we should be happy that the world is beginning to row the
good ship ‘Climate’ in the same direction. ■
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REPORT

2nd European Round Table
on Coal and Steel

Jakub Przyborowicz
Co-ordinator of European Institutions’ Affairs, CEEP

enough energy when coal is not mentioned in the Energy
Union’s proposal he underlined the importance of debate on
energy storage.
The Platform questioned whether the coal market will
remain as flexible, as it stands at this moment, and raised
doubts that investments for coal would be accepted.
Coal should be delated from the future energy-mix,
according to the EC’s proposal, but the key question is: who
will give us a guarantee that industry will still be competitive,
whilst we implement the EC’s plans? Another question is,
who will take responsibility if our industry collapses? The
Platform accepted the fact that 100% of energy in the future,
can be produced from renewables, but major questions
remain: how we can achieve these goals, who will ‘lead the
charge’, and how will it be carried out? The general feeling
was that coal will continue to be the best solution for Europe,
and that, in the European Parliament, one can still find
people who are in favour of coal.
Mr. Janicki, CEEP’s Senior Adviser, underlined the point that
Europe is a world leader concerning the decrease of CO2
emissions, but we should not be more saintly than others.
Mr. Łokaj, representing the energy-intensive industry,
indicated that all surrounding objects in the conference
room, were the result of the energy-intensive industry’s
manufacturing. In the situation, whereby we cause a loss of
competitiveness for industry, those products will
subsequently be produced outside the EU, and we will not
only lose a significant numer of jobs, but also be dependent
on third parties from outside of the EU in all possible aspects
of manufacturing.
Dr. Ehler brought back the focus, in the Energy Union
discussion, onto EFIS. He wanted to stress that there was an
intensive fight in the EP and EFIS, especially on Energy, and
the exclusion of both coal and gas. Overall, the Platform
stressed its view that Member States have the right to decide
about their energy-mixes, even if that means using coal, and
goes against the EC’s set of beliefs. ■

During the Second European Roundtable on Coal and Steel
that took place just before the Summer break, Co-chairman
of the Roundtable and ITRE Committee Chairman Jerzy
Buzek, underlined that coal, despite being seen as ‘heavy
on carbon’ by the EC, is an important energy source,
particularly when used with special clean coal technologies.
Mr. Devlin, representing the European Commission’s DG
Energy, acknowledged that coal is important as a source of
energy for energy-intensive companies and warned about
the lessons of history. He indicated that Great Britain, in 1980,
was a leader in steel production, and yet, five years later, it
had nearly closed down all production lines, and such a rapid
change could apply to coal, he observed.
The Platform also discussed the future roles of various
sources, with at least 55% of energy, coming from
renewables by 2050, predicted to replace gas and coal. Coal,
at this moment, is strongly flourishing, due to its’ low prices
on the world markets, but a fundamental issue arising would
be a transformation in electricity generation.
Mr. Gróbarczyk, the rapporteur for the Energy Union, in
the European Parliament, outlined his general ideas on the
EC’s proposals. He tried to stress the issues related to energy
as a whole, and additional regulations determining its
position on the EU market, with the price of energy being
crucial in his opinion. In his report, he made several
references to three key energy pillars: Conventional and
Unconventional; Nuclear; and Renewables.
In his view, at this stage, electricity production needs to
be based on both conventional and unconventional
resources. Therefore, coal should be backed, as it is a key element of the energy-mix.
Dr. Christian Ehler, MEP, called for concentration on
interconnectors. He posed the question of how to produce

17

No. 7 (33) ▪ August 2015

REPORT

The 63rd Energy Dialogue
at the Reichstag
Clockwise from left:
Dr. Martin Schumacher, Prof. Dr.
Friedbert Pflüger, Mr. Boris Schucht,
Mr. Janusz Reiter, Dr. Michael Fuchs

Alexandru Zegrea
Consultant, Pflüger International

Officer of 50Hertz, network expansion is the key to the
Energiewende. This has become increasingly clear for all
stakeholders, as a result of the intensified dialogue on this
topic in all regions, and at all levels, over the last few years.
The deficient network infrastructure contributes to redispatching costs of €500 million annually, with an upwards trend,
while the costs for necessary network expansion are
estimated at €20 billion – an investment that would probably
pay off in less than 40 years. In Mr. Schucht’s view, network
expansion is not a driver of the Energiewende, but a prerequisite. A technological solution proposed by him – a way
to prevent the increase of electricity prices in southern
Germany – is the bundling of alternating and direct current
electric lines.
Dr. Michael Fuchs, Member of the German Parliament,
welcomed the end of the debate on a climate levy. In terms
of renewables, he pointed to an over-development of both
onshore and offshore wind projects. This needs to be slowed
down, until it is synchronised with network expansion, and
the bottlenecks in transmission and distribution infrastructure are corrected. Dr. Fuchs also explained that this lack of
co-ordination, and the resulting increased energy costs, have
led to investments in energy-intensive fields only reaching
80% of write-offs – BASF, for example, recently operated its
largest investment in history in the United States. ■

The 63rd Energy Dialogue at the Reichstag discussed
the topic ”Network expansion: Brake or Driver of the
Energiewende”, and was held at the invitation of
Prof. Dr. Friedbert Pflüger, Janusz Reiter and Central
Europe Energy Partners (CEEP) on July 3rd, 2015.
Dr. Martin Schumacher, Member of the Management
Board of ABB AG, acknowledged the fact that the Federal
Plan on Network Requirements (Bundesbedarfsplan für
Netze) had been published, making a systematic approach of
the topic now feasible. In order to emphasise the need for
better network connections in Germany between the North,
where electricity is mostly produced, and the South, where
the bulk of industrial production is situated, he pointed out
that at the end of 2013, only 300 MW of offshore wind power
was operational in the North Germany; and yet, by the end of
2015, this number will have increased ten-fold, reaching half
of the targeted amount. In addition, onshore wind power
added 4.8 MW last year alone. Therefore, it is of the essence
for the government, regulators, and companies to have a
closer look at the needs of this sector over the next 20 years.
In the opinion of Mr. Boris Schucht, the Chief Executive
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EVENT

The 25th Economic Forum, Krynica.
The North–South Corridor –
making it happen

Central Europe Energy Partners and Grupa LOTOS S.A.
are jointly organising a panel discussion at the 25th
Economic Forum, Krynica-Zdrój, on the 8th–10th of
September, where the key projects of the North–South
Corridor will be discussed.

Berger: ‘Making it happen. Paving the way for the Central and
Eastern European North-South Infrastructure Corridor’.
The debate will be moderated by Paweł Olechnowicz,
Chairman of the Board of Directors, Central Europe Energy
Partners (CEEP), President of the Board & CEO, Grupa LOTOS
S.A and will bring around the table key players from the
energy sector who will enrich the debate with their own
experience and knowledge.
Access by invitation only. ■

Heiko Ammermann, Senior Partner, Roland Berger Strategy Consultants, will present on the 8th of September, the
recommendations of the joint report by CEEP and Roland
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PICTURE OF THE MONTH

With the start of copper commercial
production and the first shipment
of molybdenum, KGHM’s Sierra
Gorda mine in Chile has recently
achieved two historic milestones.
Sierra Gorda is one of the largest
and fastest-developed mining
projects in the world. It is located
in the Antofagasta region within
the Atacama desert, which is Chile’s
largest copper producing region.
Once the ramp-up proces, under
phase one, is fully completed,
the mine will produce 120 thousand
tonnes of copper, 50 million lbs. of
molybdenum and 60 thousand oz.
of gold annually.
Poland’s KGHM, a CEEP memer,
owns 55% of shares in the project.

Central Europe Energy Partners (CEEP) represents 25 energy and energy-intensive
companies and organisations from six Central European countries, employing over
300,000 workers, with a total annual revenue of more than EUR 50 billion. CEEP is the
first major body to represent the energy sector companies from the region at the EU
level. The aim of CEEP is to strengthen the region’s energy security within the
framework of a com-mon EU energy and energy security policy. CEEP is an international non-profit association with its headquarters in Brussels and a branch in Berlin.
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