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The European Union is undergoing

changes, and Central Europe Energy

Partners is changing as well! It is an

incredible honour for me to now lead

and serve this great organisation of

ours. CEEP, which is now more than

five years old, may be proud of all it

has achieved. Yet, still more can and

needs to be done. That is why, under

my leadership, we are going to

continue seeking a balanced approach

to achieving Europe’s climate,

sustainability and energy security

objectives, as well as production of

energy and its utilization by the

energy-intensive industry.

Infrastructure allowing smooth

distribution of the sources of energy

and power is of primary importance as

well.

Our mission endures: to provide an

ongoing support for and advancement

of the integration of Central Europe’s

energy and energy intensive sectors

within the framework of common EU

energy, energy security and climate

policies.

“However beautiful the strategy,

you should occasionally look at the

results.” These words by Winston

Churchill, witty but fair, may serve as a

motto for my new role. It is only

through a strong focus on results that

we may assure European producers of

the sources of energy and their

consumers to look to the future with

confidence. With the challenges we

face – touching directly on sensitive

and strategic issues at the highest

national levels – we need solutions

that are both smart and affordable:

and the best way to find solutions and

produce results is together, not in

fragmented markets, nor in isolation.

A perfect example of this results-

driven philosophy is our recent report

on the North–South Corridor.

Rather than developing some bold,

yet wishful-thinking visions, we are

focusing on what may really be done –

in the next years to come and at an

affordable price – in order to provide

Europe with more supply options.

That is why we have commissioned

Roland Berger experts to prepare a

study which goes beyond reaffirming

the sound political rationale of the

Corridor.

Instead, our analysis focuses on

financial aspects of this joint

undertaking and assists the European

institutions in introducing an action

plan for the Corridor’s main projects to

be completed by the end of this

decade.

Yet, CEEP’s focus has many more

aspects than the North–South Corridor

only. The price of energy, innovation

and competitiveness, a common

energy market and environmental

issues, ETS and the broad spectrum of

innovative coal technologies, are just a

few to be mentioned. Let us not forget

about indigenous resources that are

and will still be playing an important

part in the European energy-mix in the

years to come. All of these aspects

need solutions and results rather than

beautiful stories to be continuously

repeated. Let’s find these solutions and

produce results together. ■

A new CEO of CEEP, Mr. Marcin Bodio, PhD, 

took up his post on the 1st of September, 

2015, replacing Mr. Janusz Luks, who was 

nominated by the Board of Directors as a 

plenipotentiary for the LNG project. 

Mr. Bodio has been closely connected

with CEEP since its establishment, initially

serving as a Senior Adviser, then as Director

for Research and Planning Co-ordination,

and from last year, as Deputy CEO. Mr. Bodio

has much experience in the energy sector

within the international perspective, and his

doctor’s thesis (2009) was concerned with

this subject, including Russian and European

energy policy.

He will share his duties between CEEP

and Grupa LOTOS, where he is Director of

the International Relations Department.

A NEW CEO OF CEEP

Let’s find solutions and 

produce results together
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The report titled ‘Making it happen. Paving the way for the Central 

European North–South Infrastructure Corridor’ was presented on 

September the 8th at the Economic Forum in Krynica, Poland. The 

analysis by Roland Berger - to which CEEP experts contributed -

presents the enormous political, economic, and social benefits that this 

necessary energy infrastructure would bring to the whole continent. The 

discussion at the report’s premiere was both lively and inspiring.

The paper was presented by CEEP’s Paweł Olechnowicz

and Bogdan Janicki. Mr. Olechnowicz underlined that the

previous report on the North–South Corridor, prepared by

CEEP and the Atlantic Council, had been thoroughly discussed

across the EU institutions. “We are now going beyond

reaffirming the sound political rationale of the Corridor, and

are setting out to answer the fundamental question: How can

we make it happen? To facilitate an understanding of how

critical parts of the Corridor can be financed and eventually

implemented, we have reviewed the projects’ technical and

financial characteristics, as well as the merits of their underlying

business cases,” declared Mr. Olechnowicz.

Mr. Janicki stressed that the report’s roadmap is both

ambitious and doable. “We look at projects that are affordable

and provide a guarantee of increasing the region’s security,

whilst bringing it closer to the more opulent EU-15 countries.

The vast gulf in GDP between Member States calls for

facilitating the energy trade as soon as possible. We believe

that key parts of the Corridor have the chance of being

completed by the end of this decade. However, they should be

realised piece by piece, as separate, although inter-related

projects. This will allow major projects to be based on supply

and demand development in relevant markets, so that they are

built on a market-based business case,” stated Mr. Janicki.

Both Mirek Topolanek, a former Prime Minister of the

Czech Republic, and Janusz Steinhoff, a former Deputy Prime

Minister and Minister of the Economy of Poland, stressed that

investments in infrastructure should integrate Europe, politically

and economically. For that reason, they should be carried out

in line with the EU’s priorities, which include strengthening the

strategic North–South axis, rather than in a way that threatens

the continent’s integrity. In this context, Nord Stream 2 was

mentioned. According to the panellists, instead of increasing

Europe’s security, lowering energy prices, and providing more

supply options, that project may well only serve to strengthen

the historically dominant supplier, as well as endangering the

five pillars of the Energy Union.

The North–South Corridor would establish a gas

transmission network of pipelines and inter-connectors from

the Baltic (Świnoujście-Poland and Klaipėda-Lithuania) to the

Adriatic Sea (Krk in Croatia). It would also extend the existing oil

pipelines and establish a new link, enabling the transport of

crude oil, via the Baltic and the Adriatic Seas to every country in

Central Europe. “Connecting our Baltic oil terminal, scheduled

to be commissioned next year, with ports on the Adriatic and

the Black Sea may become an important building block for the

integration of European oil markets. It would improve security

and the competitiveness of supply, and enable the introduction

of regional emergency procedures,” proclaimed Marcin

Moskalewicz, CEO at PERN “Przyjaźń”, Poland’s national crude

oil pipelines operator.

The Panellists also emphasised the role of new electricity

interconnections, such as LitPol Link and NordBalt, in changing

the status of EU Member States from energy islands to energy

hubs. “We are finalising this process in the Baltic states, which

benefits the whole region through more diversification and

better security of supply. This is especially relevant in terms of

the current geopolitical situation east of the European Union,

and the lack of reliable power generation sources. As European

Energy Union vision is based on interdependencies, strategic

regional co-operation is crucial. I’m sure that LitPol Link and

NordBalt will lay the foundations for deeper market

integration,” highlighted Daivis Virbickas, CEO at Litgrid, the

Lithuanian electricity transmission system operator.

The debate painted a realistic picture of commercial

options and private-sector involvement in the North–South

Corridor projects. Some of these, which are critical for security

of supply, but feature a less favourable business case, will

require support from public budgets, such as the Connecting

Europe Facility. “The increase in tariffs, due to the investments

related to the Corridor, should be limited to the level of

benefits they will bring for customers in a particular country.

One of the challenges here, is the rising share of renewable

energy in the European energy balance, as it determines the

choice of technologies, particularly for transmission corridors

planned in Europe,” asserted Henryk Majchrzak, CEO at PSE,

Litgrid’s peer in Poland.

After the successful launch in Krynica, the report will now

make its tour across the European Union’s institutions and the

Member States’ capitals. Realising key components of the

Corridor before the end of the decade will require all interested

parties – including the European Commission, national

governments, and TSOs – not only to have strong convictions,

but also to undertake some very concrete steps, in order to

make projects actually happen. This will demand regional co-

ordination, regulatory frameworks, and putting funding

commitments into place. ■

EVENT

The report on the North–South Corridor was 

launched during the Economic Forum in Krynica

CEEP panel discussion in Krynica, 

September, see p. 15

The report will now make its 

tour across the European 

Union’s institutions and the 
Member States’ capitals
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EXECUTIVE SUMMARY

Making it happen
Paving the way for the Central European
North—South Infrastructure Corridor

The Central European North–South Infrastructure Corridor is

a key enabler for completing the European integration process

by bolstering the connectivity, competitiveness and security of

the EU-11 and the European Union overall. Successful

implementation of the Corridor would be a historical mile-stone

in European integration, yielding enormous political, economic

and social benefits. Of all sectors, highest priority is given to the

further integration of Energy infrastructure in Central and

Eastern Europe. The North–South Corridor comprises a set of

interrelated gas, electricity and oil transmission infrastructure

projects which connect Central and Eastern European markets

from the Baltic Sea to the Mediterranean and the Black Sea. The

Corridor seeks to overcome historically rooted East–West biases

in cross-border transmission systems by implementing

complementary North–South connections and thereby

increasing the density, robustness and competitiveness of overall

networks.

At a time when energy security is at the top of the political

agenda and infrastructure investments are widely acknow-

ledged as a powerful driver of growth and competitiveness as

well as a fundamental pillar of European integration, various

grand political plans are discussed in Europe's policymaking

circles. However, many of these ambitious plans have little

chance of ever becoming reality. The North–South Corridor

must not become another such project, for it is too important to

Central and Eastern Europe and the EU. Thus, this paper goes

beyond reaffirming the sound political rationale of the Corridor

and sets out to answer the fundamental question: How can we

make it happen?

Our analysis looks at selected specific energy transmission

projects which are part of the backbone of the North–South

Corridor, i.e. the implementation of a North–South Backbone

Natural Gas Pipeline connecting various Central European

markets and tapping new upstream supply from e.g. LNG

terminals in Poland and Lithuania as well as a future Adriatic

LNG hub (e.g. Krk, Croatia). Moreover, we assess the imple-

mentation of additional high-voltage transmission lines to

connect the energy island of the Baltic States via Poland with

other countries, and major oil pipeline projects in the region. To

facilitate an understanding of how critical parts of the Corridor

can be financed and eventually implemented, the report reviews

technical and financial project characteristics as well as the

merits of their underlying business cases.

Since energy transmission infrastructures constitute natural

monopolies, European Transmission System Operators (TSOs)

typically receive returns on their assets via regulated ▶

POLICY PAPER PREPARED BY

Executive Summary

EXECUTIVE SUMMARY
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EXECUTIVE SUMMARY

▶
▶

network tariffs levied on consumers. This mechanism forms the

regulatory backbone of energy infrastructure finance in Europe –

and thus the natural financing environment for realizing the

Corridor. However, energy security concerns may in addition call

for direct budget support for certain strategic projects – to

safeguard security of supply and keep network tariff levels in

check for industrial and residential consumers. Consequently, our

analysis looks both at market-driven rationales and political

energy-security narratives behind key Corridor projects to paint a

realistic picture of commercial financing options and private-

sector involvement. Based on our assessment, there appears to be

a gap between market-based financing potential and political

aspirations underlying the Corridor. While the geopolitical case for

the North–South Corridor is compelling, the realization of key

projects through commercial finance alone will be challenging. As

things stand

today, new large-scale infrastructure investments (particularly in

the gas sector) may serve as much the long-term objective of

energy security as the objective of meeting market demand.

In the gas sector, a Backbone Pipeline transmission system

from Poland to Croatia would undoubtedly enhance Central and

Eastern Europe's energy security, but insufficient and un-certain

supply alternatives as well as little incremental market demand

make a major project-financed deal unlikely. Instead, the pipeline

with an estimated investment volume between EUR 3 bn and EUR

3.5 bn will probably have to be built piece-meal, as a set of

successive TSO-financed interconnectors, likely from North to

South given that Polish and Lithuanian LNG are the most concrete

alternative supply source for EU-11 markets in the foreseeable

future.

In the electricity sector, TSOs require both a more invest-

ment-conducive regulatory framework and additional equity

finance to be able to finance new interconnectors as part of their

regulated asset base. This holds for complementary pro-jects to

further connect the Baltic States with Central and Eastern Europe,

like LitPol Link Stage 2 (ca. EUR 310 m total investment) which will

be added to LitPol Link Stage 1 scheduled for completion by the

end of 2015, as well as the reinforcement of the Baltic Corridor (ca.

EUR 140 m total investment). Specifically, governments should

create investment incentives through appropriate remuneration,

enhance the stability/predictability of regulation, align national

regulations and smoothen cost allocation in cross-border projects,

provide risk-adjusted remuneration to get priority projects started

and enable remuneration during the cash-intensive construction

phase.

In the oil sector, important bilateral interconnectors to create

alternatives to the Druzhba system are moving ahead with

commercial finance wherever there is a viable business case.

Major new transmission pipelines like the Pan-European Oil

Pipeline with an estimated total investment of EUR 2.5 bn struggle

to secure financing against the backdrop of stagnating demand

and well-established supplier relations.

In conjunction with the findings of our project- and sector-

level analysis, we propose a hands-on roadmap to achieve

significant progress on the Corridor by implementing key projects

by the end of the decade. Building on this momentum, the

Corridor as a whole can be completed within the next ten to

fifteen years. While there is no single silver bullet to facilitate the

implementation of the Corridor, we believe that tackling political,

regulatory and financial roadblocks in an integrated manner can

pave the way for its implementation. Specifically, the roadmap

foresees the following steps:

▪Establish a regional Corridor co-ordination platform that monitors

the overall vision of the Corridor, supports project development,

financing and technical planning, and facilitates the realization of

projects that are critical for security of supply but feature a less

favorable business case and thus require public support to bridge

the financing gap. Existing coordination bodies – e.g. the regional

groups for the gas and electricity sector in charge of preparing

the selection of projects for the PCI-list – can serve as a useful

starting point for the platform. However, to effectively mobilize

financing and accelerate the realization of the corridor, we

propose to complement existing efforts by adopting a more

comprehensive platform which involves public and private sector

financiers early on.

▪Give the Corridor priority in European energy policy. This needs to

include preferred access to funding in order to enable early-stage

planning activities as well as using public budgets, e.g. grants

from the Connecting Europe Facility (CEF), to tip the balance for

parts of the Corridor that will not be feasible through purely

market-based mechanisms. Political endorsements need to

facilitate access to favorable IFI-financing, most notably from the

EIB. In this context, TSOs and governments need to undertake a

concerted push to bring their projects into the newly set-up

European Fund for Strategic Investments ("Juncker Plan") and

obtain financing through the EIB.

▪Start a dialogue with national regulators and lawmakers in order to

create favorable regulatory environments that allow TSOs to

prioritize projects in the context of the Corridor and find financial

leeway to make them happen without further delay.

▪Complete the Corridor piece by piece as supply and demand

develop in relevant markets – so that major projects are built on a

market-based business case and can mostly be financed through

national TSOs, serving the respective markets and using

established funding and financing instruments.

Completing key components of the North–South Corridor

before the end of the decade should be a joint commitment of

the European Commission, national Governments and TSOs as

well as supporting financiers. It will require not only strong

convictions, but very concrete steps to bring the key elements of

regional co-ordination, regulatory frameworks and funding

commitments into place. The roadmap put forth in this report

provides an outlook on the key building blocks required for this

joint undertaking. ■

This report is a result of a concerted effort by Roland Berger Strategy

Consultants and Central Europe Energy Partners (CEEP). The authors

wish to express their sincere gratitude to Grupa LOTOS S.A., PSE S.A.,

PERN “Przyjaźń” S.A. and GAZ-SYSTEM S.A., whose experts provided

their unique experience to enrich the report’s value and contribute to

recommendations.

The full version of the „Making it happen. Paving the way for the Central

European North—South Infrastructure Corridor” report is available at

www.ceep.be.

Published by Roland Berger Strategy Consultants GmbH and Central

Europe Energy Partners, AISBL.

EXECUTIVE SUMMARY

CONTINUED
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Heiko Ammerman, Senior Partner,

Roland Berger Strategy Consultants
Interview by Jan Jujeczka, CEEP Spokesperson

The recent report by Roland Berger, with contributions from CEEP 

experts, analyses specific energy transmission projects, which together 

constitute the backbone of the North–South Corridor. Heiko

Ammermann, the paper’s co-author, spoke to the CEEP Report following 

the report’s launch in Krynica, on what is needed to make these 

projects happen.

In your recent report, you recommend establishing a regional North-

South Corridor co-ordination platform. How will this body support the 

project’s development and completion on time?

We have found that what is missing to make the Corridor

happen is an effective, operational working body which tackles

political, regulatory, and financial roadblocks at the same time.

To get projects off the ground, we need to bring together the

relevant stakeholders, and make sure everybody does their ‘fair

share’. Therefore, we propose a platform which advances the

corridor on two different levels. On the policy level, it will work

towards creating investment-friendly regulatory and political

frameworks. This includes making available public financing for

strategic Corridor projects with a less favourable business case.

On the project level, the platform will provide practical

origination support on a case by case basis. It will support

feasibility studies, flesh out project proposals with the

responsible TSOs, and match projects with potential financiers

to realise the Corridor’s implementation step by step.

Based on your analysis, there appears to be a gap between market-

based financing potential and aspirations underlying the Corridor. How 

should this balance be tipped?

This gap stems from the fact that certain projects in the

Corridor mainly make sense from a strategic, or even a

geopolitical security of supply perspective, whilst their

commercial viability is limited. It can be argued that for some

of these projects, there is a valid case for public funding

support. Given the systemic importance of the Corridor for the

Central European region, and for the EU's energy system as a

whole, there is certainly a role to play for the Connecting

Europe Facility (CEF). In addition, contributions from national

governments should also be considered, depending on the

specific routing of the project.

The report calls for a preferred access to funding for the North-South 

Corridor. How can this aim be met?

As a first step, it is crucial to allocate a designated budget

to the Corridor platform to fund early-stage planning and

screening activities, such as pre-feasibility studies for promising

project ideas. This will help to build a “project pipeline” of

validated project ideas, which can be discussed with potential

private investors. Once this “pipeline” is in place, the second

step of financing support may come into play: for selected

strategic projects with a limited business case, detailed

financing discussions have to be started with policymakers, to

determine if energy security considerations warrant public

financing support, either from EU or national budgets.

INTERVIEW

“Market-based development has to be
at the heart of the North–South Corridor”

Heiko Ammerman

Senior Partner in the Civil 

Economics, Energy & 

Infrastructure Competence 

Center and Head of the 

Global Practice Group 

Infrastructure.

Roland Berger Strategy 

Consultants

You argue that the Corridor should be completed piece by piece, as

supply and demand develop in relevant markets. Could that enhance

the market-based business case of the Corridor’s major projects?

Market-based development has to be at the heart of the

Corridor, and this is why the projects should be planned and

implemented, in line with economic developments in the

underlying energy markets.

There are some major differences between the markets in

Central Europe, so we argue that TSOs have to be ‘in the

driver's seat’ for the purpose of expanding their networks

and financing energy transmission infrastructure projects

matching supply and demand trends in their respective

markets. This ensures that the Corridor can be built step-by-

step, based on individual projects which make economic

sense.

According to your study, a dialogue is needed between TSOs and 

national regulators. What is needed to make this dialogue truly 

happen?

Energy regulators in the EU have a clear mandate to

scrutinise TSOs' investment plans to keep tariffs in check and

protect consumers against inflated energy prices. However,

this focus on cost optimisation is sometimes at odds with

implementing ambitious infrastructure projects. Here, we

need to aim for the right balance to get things done. We

believe that exchange and co-operation between TSOs and

regulatory agencies needs to be made possible in certain

areas, without compromising the independence and integrity

of regulatory agencies. In the Corridor platform, for example,

we propose bringing together TSOs and national regulators,

to sort out cost allocation issues for cross-border

interconnectors and avoid deadlock in key transnational

transmission projects. ■

Market-based 

development has to be at 

the heart of the Corridor
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The EU is ‘going regional’ on many fronts. As a member of the Energy 

Union project team, what is your vision of this union, and how can 

regional policy support its creation – not only as a legal, but also as 

an infrastructural entity?

The Energy Union, one of the Commission's priorities,

aims in particular to modernise and expand Europe's energy

infrastructure and crossborder interconnection networks to

ensure the competitiveness of our economy, the sustainable

development of the energy sector and the security of energy

supply.

In February, 2015, we adopted a framework strategy for a

resilient Energy Union with a forward-looking climate change

policy. It aims to reduce energy dependency, promote the

free flow of energy across borders, and support the transition

to a low-carbon economy.

In line with this strategy, our investments will help

decrease energy imports, especially through increased

energy efficiency, diversify our energy sources, tackle energy

poverty and cut emissions.

One of your responsibilities as a Commissioner is to identify how the 

EU’s Structural and Investment Funds can help establish a European 

Energy Union. Could you give us an overview of the progress made 

already, the difficulties encountered, and where you think most of the 

money should go? 

Cohesion Policy will play a strong role in delivering the

Energy Union on the ground, through projects that bring real

benefits to citizens.

€38 billion of Cohesion Policy funding will be invested in

the low-carbon economy during 2014-2020 (twice the

amount spent in this area during the previous funding

period). This will help Member States, regions, local

government, and cities, to implement much needed

investments in energy efficiency in buildings, renewable

energy, smart grids and sustainable urban transport.

Numerous major infrastructural projects are not feasible through 

purely market-based mechanisms. What is your vision of facilitating 

the realisation of the EU’s strategic projects – such as the North-

South Corridor – that require public support to bridge the financing 

gap?

Although the main instrument for energy infrastructure

investments at EU level is the Connecting Europe Facility,

Cohesion Policy can support investments in infrastructure for

energy distribution, storage and transmission systems,

provided that they contribute to the development of smart

systems, and are complementary to investments for

supporting the shift towards a low-carbon economy.

The Commission will regularly take stock of the

implementation of major projects which contribute to the

Energy Union. However, not all projects need EU grant

support to be realised; with the new European Fund for

Strategic Investments, there is an additional tool that can help
to make commercially viable projects attractive for investors.

What do you think are the main political and regulatory roadblocks 

that nowadays prevent major crossborder infrastructural projects –

especially in the field of energy – from being realised?

Crossborder projects often face opposition when they are

perceived as mere "transit lines" without local benefits. The

policy and legislative measures that the EU has adopted, over

the last few years, provide a powerful and sound foundation

for European infrastructural planning. Investments, in

particular, should not be evaluated solely on the basis of

benefits in the Member State concerned, but on EU-wide

benefits.

The EU's macro-regional strategies (Baltic Sea, Danube,

Adriatic-Ionian and Alpine). as well as European Territorial

Co-operation, can also play an important role in this respect,

by further promoting and supporting energy issues through
greater regional co-operation in cross-border areas. ▶

INTERVIEW

One of this year’s focal points of the OPEN DAYS –

European Week of Regions and Cities event in 

Brussels, is “Modernising Europe: the regions in the 

Energy Union and the single digital market”. 

Within this context, we interviewed the EU’s

Commissioner for Regional Policy, Corina Crețu and 

the President of the European Committee of the 

Regions (CoR), Markku Markkula, about their 

visions of the Energy Union project and their 

involvement.

The OPEN DAYS, created in 2003, is an annual four-

day event occurring in October, during which cities 

and regions showcase their capacity to create 

growth and jobs. 

Corina Crețu
EU Commissioner, Regional Policy
Interview by Cristina Dascălu

CEEP communication co-ordinator

Corina Crețu: “Cohesion Policy will play a strong 

role in delivering the Energy Union on the ground”
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The EU is going regional on many fronts. As the President of the 

Committee of the Regions, what should be, in your view, the place 

of the regions on a multi-level governance system for the Energy 

Union project?

Creating the Energy Union is not possible without

involving local and regional authorities. There is also a need

to empower consumers and small-scale local projects,

which will cut energy bills and contribute towards the

energy transition. The commitment among citizens is

becoming ever more crucial to drive this change.

The European Committee of the Regions (CoR) must,

therefore, be involved in encouraging experiments and

developing new legislation, as well as ensuring that local

representatives are involved in all national energy

development and regulatory bodies. At the EU level, the

CoR should be represented in the Agency for Co-operation

of Energy Regulators and be given Energy Infrastructure

Forum membership.

A resilient Energy Union with a strong energy and climate 

governance will need a developed regional co-operation. Having 

said that, what should be done in order to strengthen the regional 

co-operation in Central Europe?

It is possible to combine different renewable

technologies in the regions by using new methods of

managing power generation and transmission capacity

through smart grid technologies. In Central Europe, the

flow of electrical energy between various countries and

regions needs to be better co-ordinated. Significant growth

of the share of Renewable Energy Sources (RES) requires

joint co-ordination in the development and operation of

networks, as well as effective legal regulation of

interconnected power systems between different countries

and regions, so that no country and no region remains

isolated from the EU energy market.

INTERVIEW

You mentioned in your priorities that the regional policy is not just about 

transferring funds from more developed regions to the less developed ones. 

What concrete initiatives can ensure guidance on regional co-operation, along 

with a transfer of best practices among the regions?

Cohesion Policy is much more than just providing financial

support, in particular, to the less developed regions. It is also very

largely about empowering the regions of Europe, in terms of capacity

building, technical assistance, encouraging the exchange of best

practices and cross-border co-operation, and promoting strategic

investments to enhance the competitiveness of our territories. For

instance, in the area of energy, a specific support platform of the

European Commission has been set up to help regions and cities

implement funding in the energy sector, especially on innovation in

sustainable energy. ■

Markku Markkula: “Creating the Energy Union is 

not possible without involving local and 

regional authorities”

Corina Crețu: “Cohesion Policy 

will play a strong role in 

delivering the Energy Union on 

the ground”

Markku Markkula

President of the European Committee of the Regions

Interview by Cristina Dascălu

CEEP communication co-ordinator

CONTINUED

Insufficient technological innovation and infrastructural connectivity 

is especially a burden upon countries from Central Europe. What are 

the regional policy tools that may be used to tackle this challenge?

There needs to be a greater balance between EU

investment on large, cross-border infrastructure and the

response to local needs, so as to better integrate locally-

produced renewable energy into the grid. Smart

specialisation strategies need to be emphasised, in order to

boost investment in regional innovation and engage

businesses and public authorities. It would allow smart grids

and energy research strategies to be more closely

interrelated at the regional level.

Moreover, partnership-building between local

governments through Smart City initiatives are crucial, to

integrate areas such as energy saving in urban transport,

inter-regional communication strategies, co-operation in

new storage technologies, and smart public buildings. The

European Structural and Investment Funds - along with the

European Fund for Strategic Investments - are vital to
delivering cross-border renewable energy projects. ▶
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INTERVIEW

CONTINUED

Markku Markkula: “Creating 

the Energy Union is not 

possible without involving 

local and regional 

authorities”

What do you think are the main political and regulatory roadblocks 

that, nowadays, prevent major cross-border infrastructural projects –

also in the fields of energy – to be realised?

Renewable energy is often connected to grids that are not

constructed for such energy sources, so it will take time to

upgrade the energy networks. It can be overcome by

implementing smart grids and improving grid interconnection

between EU Member States, as well as between mainland and

island regions. Many RES - such as wind farms - experience

fluctuations, and there is a need to maintain some spare

capacity in conventional power plants, to develop appropriate

energy storage and encourage flexibility through demand

management.

The CoR is also concerned that the new EU state aid

guidelines for energy could create additional burdens for local

renewable energy and energy efficiency projects, or for local

models, built around "smart grids" and storage, that is not able

to compete with big operators.

What tools/platforms/fora, current or planned ones, could impact on 

the transfer of  best practice and knowledge among regions, in 

particular in the energy field?

The development of renewable energy support centres in

the regions could generate employment and promote training,

essential for companies involved in the construction of and

connection to the grid. Developing local know-how will increase

research and the regional development of the whole energy

system. In my home region in Helsinki, the new West-Metro

Corridor in Espoo is renewing a large urban area, which also

operates as a test-bed for city innovation, including energy

systems, by taking a multi-disciplinary approach along with the

industry and the Aalto University Energy Platform.

Through the development of these kinds of projects, local

and regional authorities are becoming indispensable partners in

the Energy Union. ■

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 alter-native

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 opera-tional as

“national capacity reserve”. So the lignite power plants, though

winning a reprieve, still face an uncertain futu-re, with Vattenfall

putting up its Lausitz lignite reserves and power plants for sale.

(PW)

French u-turn on coal technology

Paris is considering watering down a climate change com-

mitment to stop support for companies exporting coal

technology. The French government has laid out five exem-

ptions 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 acti-vity,”

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 con-tinue 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)

ENERGY ECHO

Construction of the first US offshore wind farm is underway

The US can finally find itself on the offshore wind map, as

the construction of the Block Island Wind Farm, some 20Km off

the southern coast of Rhode Island has just begun. Powered by

five turbines, it will have a total generating capacity of 30

megawatts. The project received $290 million in financing earlier

this year.

A 2013 Navigant Report projected that the US offshore wind

industry may be worth as much as $2.2 billion by the year 2020.

However, a lot depends on government’s intentions regarding

further offshore wind development (PW)

July was the Earth’s hottest month on record

According to American scientists July was the hottest month

on Earth since records began, averaging 16.6 C (61.9 F). The

previous record set in July, 1998, was 0.08 degrees lower, which

is significant in weather terms. Nine of the hottest months since

records began in 1880, have occurred since 2005, the NOAA (US

National Oceanic and Atmospheric Administration) report

declared.

It also looks certain that 2015 will be the warmest year on

record. The UK had its warmest July day ever on the first day of

the month, when temperatures hit 36.7 C near London, and

there were record heat waves in many countries, including

Spain, while the African continent had the second-warmest July

on record. (PW)

North Sea’s ‘vast’ CO2 storage potential to be unlocked

A new technique for securing and storing carbon dioxide

could have a massive impact on storage volumes under the sea.

Storage within a single geological formation could be optimised

by injecting CO2 at two points, simultaneously.

Researchers estimate that Captain Sandstone, an extensive

sandstone formation, which lies more than a mile beneath the

Moray Firth (North Sea), could securely store at least 360 million

tonnes of CO2 in just one-sixth of its area. Such a figure would

equal the amount of CO2 emitted by Scotland’s energy supply

sector over 23 years, and is based on carbon dioxide being

injected at a rate of 6 to 12 million tonnes per year over 35

years. (PW)

More doom-and-gloom from Goldman Sachs

The famous Investment Bank, Goldman Sachs, continues to

haunt the oil industry with its not-so-rosy predictions. The latest

one states that oil prices could remain low for the next 15 years,

staying at around $50 per barrel. This follows, and contradicts,

Goldman Sachs’s recently-produced scenario of oil prices

dropping to $20 a barrel.

Moody’s Investor Service, indirectly backs the Goldman

Sachs perspective, when it says the world’s largest oil

companies will continue to witness weakened balance sheets,

and foresees a negative future for the industry. (PW)

Indonesia promises to cut carbon emissions by 29% by 2030

In one of the last big climate pledges to be made by a

rapidly-developing economy, ahead of the Paris Summit in

December, Indonesia, the sixth biggest producer of GHG

emissions, has not only promised to cut its’ emissions by 29%

by 2030, but has gone further, stating that it was prepared to

cut them by 41% from a ‘business as usual trajectory’, if it gets

$6 bln in aid from industrialised countries.

However, the World Resources Institute, a leading

environmental think-tank, warned that Indonesia’s plans were

very vague, and worried that, as a coal producer, Indonesia had

doubled its local coal usage in the six years ending in 2014 - as

coal exports to China fell by 50% - with coal now making up

about 35% of domestic electricity generation. Indonesia’s

climate plan also set a low target of 23% of energy coming from

renewable sources by2030.

Indonesia’s climate pledge reflects a global willingness to

cut emissions by a high degree, but ‘at a price’. (PW)

ENERGY ECHO



9

Marek Gróbarczyk

MEP, European Conservatives and Reformists (ECR)

In times of economic crisis, the Energy Union, the EU's flagship project 

as one would expect, should aim to strengthen Europe’s 

competitiveness, provide a boost to its economic growth, and secure 

energy supplies. Instead, the Commission's communication announced 

in February, 2015, focuses yet again on tackling climate change. The 

Parliament’s response, currently under preparation, is the last 

opportunity to reopen a discussion on a more rational shape of 

Brussels' key initiative. Otherwise, Europe can toll the death knell for a 

number of its’ industries.

Today, the EU is responsible for 11% of global greenhouse

gas emissions as opposed to 29% by China and 15% by the US.

Europe’s proportion is set to further decrease in the future, and

consequently, the EU continues to make ambitious declarations

ahead of the COP21 conference, to be held in Paris, later this

year. However, there is a price that we are all paying for this.

Industry gas prices are two to three times higher in the EU

than in the US, India and Russia. The same goes for electricity,

which European companies buy for twice as much as their

American and Russian competitors. When it comes to end-

consumers, EU household electricity prices have, on average,

risen 30% since 2008. In the developed world, only the

Japanese have higher energy costs. It does not, however, stem

from their policy choices, but is a consequence of the tragic

Fukushima accident, which led to the loss of 30% of the

country's generating capacity.

The future Energy Union has the potential to reduce the

EU’s competitive disadvantage. To this end, it must encourage

Europe’s indigenous energy production. All available resources,

including low-emission technologies, nuclear power and

renewables shall be put to work to the benefit of EU industries

and its citizens. No fuel or technology which potentially

contributes to bringing down energy costs must be

discriminated against. On the contrary, the upcoming revision

of the EU’s R&D programmes, such as Horizon 2020, shall

encompass the technology-neutral approach.

This will level the playing field for Member States

developing low-emission technologies other than renewables,

such as CCS and coal gasification. In the same vein, the EU

state aid rules need to be revised, in a way which will guarantee

a non-discriminatory treatment of energy production from

different sources. Those steps would let Member States curb

their CO2 emissions, as they see fit. Above all, such an

approach would be in full compliance with the Lisbon Treaty,

which clearly stipulates that defining energy mixes is a national

competence.

Micromanagement

The US example shows that micromanagement is not

necessary to successfully address climate change. A market-

driven shale gas revolution has largely contributed to American

emissions in 2013 being 10% below their 2005 level. That shale

can facilitate the transition to a low-emission economy, by

shifting energy production from coal to gas. So is the fact that

30 million European jobs today are at risk, owing to the shale

boom as energy-intensive industries move their operations to

the US, where energy costs are far lower.

One should also not forget the justified security concerns of

many EU Member States which depend on Russia as the main

energy supplier, with Finland, Bulgaria, Slovakia, Latvia and

Estonia being entirely dependent on natural gas supplies. By

blocking shale gas extraction in Europe, without even assessing

its potential benefits, we make ourselves more vulnerable to

the Kremlin. It is not a wise thing to do, given that Russian

imperialism is back on the scene. Let us not forget that if Mr.

Putin turns off the taps, the whole of the EU will suffer.

The quest for new energy suppliers for Europe is a serious

challenge. The implosion of the South Stream project revealed

that its diversification strategy was non-existent. Some Member

States struck a deal which caused political controversy, and

failed to comply with the internal energy market rules. If energy

flow is to become the fifth freedom, all energy suppliers

operating within the EU’s legislation, need to be fully respected.

Contracts

The Commission should at least ensure that all

intergovernmental energy contracts negotiated by Member

States, with non-EU parties, comply with the acquis ahead of

signing. As the recently launched anti-trust case against

Gazprom demonstrated, a list of clauses banned from such

agreements could be helpful in this respect. Concrete

diversification efforts ought to be focused primarily on rolling

out the importance of infrastructure to the whole of the EU,

which would grant new energy suppliers access to its market.

One such example is the Southern Gas Corridor, aiming to

connect Europe to Caspian gas resources. The Commission

must throw its weight behind this project to make sure it does

not share the fate of Nabucco.

Streamlining the Energy Union project would save jobs,

prevent industries’ escaping from Europe, and reduce the EU’s

energy dependence. At the same time, it would help achieve

the EU’s climate targets by offering Member States necessary

flexibility on how to move towards low-emission economies.

The US energy revolution has proved that energy costs and

CO2 emissions can both be reduced by applying a technology-

neutral approach. Europe should take note of this lesson.

More common sense could marry the EU’s climate and

energy policy objectives, which until now, have been at odds.

Unless, in Europe, common sense is not so common? ■

This text was first published by Euractiv and is 

republished here with author’s permission

OPINION

Energy Union must not focus solely on climate
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Gabriel Niedziałek

Central Europe Energy Partners

On the 15th of July, the European Commission published its ‘Summer 

Package of Proposals’ - an attempt to transpose the goals set out in 

the 2030 Climate and Energy Policy Framework brought to light 

during the European Council Summit in Brussels, in October, 2014. 

Its most vital part is the proposal for a revision of the EU’s Emissions 

Trading System. Following the back-loading regulations, finalised at 

the end of 2013, and after the adoption of the Market Stability 

Reserve (MSR), it represents the last piece of the puzzle to reform the 

ETS, and ensure its seamless functioning after the year, 2020. 

Introduced back in 2005, the scheme operates as a ‘cap-

and-trade’ system, setting a limit to the maximum amount of

the greenhouse gases that can be released into the

atmosphere. As of 2013, it covered more than 12,000

installations, collectively responsible for approximately 45%

of EU-wide emissions. Summarising the motions included in

the new proposal, it advocates for:

1. An increase in the number of allowances withdrawn

from the Emission Trading Scheme from 1.74 % to 2.2%

a year

2. New rules for inclusion in the carbon leakage list,

translating into a much shorter list.

3. A more targeted benchmark system updated twice

during the trading period, with a 1% flat rate of

emissions decline imposed annually.

4. A new funding scheme to promote innovation

5. A new Modernisation Fund for low-income Member

States providing compensation for the modernisation of

their energy and energy-intensive industries.

Although the proposition may look as though it touches

some of the right notes - addressing the risk of exodus of

industrial plants out of Europe, providing funding for

innovative projects and setting aside funds for the

modernisation of low-income Member States, a number of

included motions have met with the dissent of Central

European Industry.

Carbon leakage measures

Until now, a sector or a sub-sector, could have been

deemed at risk, if it fulfilled any of the following three criteria:

1) either the extent to which the sum of direct and indirect

additional costs, induced by the implementation of the

directive, would lead to an increase of production costs of at

least 5%, and the trade intensity of the sector, with countries

outside the EU, was above 10%; 2) or the sum of direct and

indirect additional costs was above 30%; or 3) its non-EU

trade intensity was above 30%. The standard carbon price for

exposure assessment was set at 30 euros per tonne.

The new proposal, on the other hand, suggests that

sectors will only be deemed in danger, if the product, from

multiplying their intensity of trade with third countries by

their emission intensity, divided by their gross value added,

exceeds 0.2.

This move will cause a significant reduction in the length

of the carbon leakage list, from 177 positions that are on it

today, to as few as 50 after 2021 - a three-fold drop. Those

excised will be forced to bear a 70% increase in their

emission costs. Furthermore, the free allowances for the

industry will be determined, first and foremost, by the best-

available-technology (BAT) benchmarks. An installation will

be, at most, entitled to a free allowance equivalent to the

emissions assessed for the 10% best performing plants

specialised in a specific product. In my view, the above does

not constitute an optimal solution. Not only does it further

decrease any edge it may have over competitors in other

countries, it also presents an unfair disadvantage to the

industrial plants located in the CE area, which are proven to

be largely underdeveloped, in comparison to their Western

counterparts.

One has to remember that the CE states entered the EU,

no earlier than 2004, and before that, they had little funding

available for the modernisation of their industrial sectors.

Although they have undertaken an enormous effort to bring

them up-to-speed with available technology in the last 11

years, the elapsed time has simply been too short. The

proposed measures would mean that even the most state-

of-the-art installations of the region would be faced with

additional allowance costs. One should believe that the

criteria for inclusion in the carbon leakage list should stay

unmodified for the next trading period and even be

extended, bearing in mind the EU’s competitiveness. The

amount of free allowances for sectors deemed at risk of

carbon leakage, should equal the true emissions of the

installations. This would allow them to fairly compete in the

international market and encourage the Central European

energy and energy-intensive industries to narrow the

development gap more quickly.

Product benchmarks updates

52 product benchmarks and two fallback benchmarks

were determined at the start of Phase 3, corresponding to

each sector and sub-sector covered, based on the

performance data from real-life historical industrial

production in 2007-08. These do not, however, differentiate

between the technology or fuel used, or the size of an

installation, or its geographical location.

The revision proposal, on the contrary, advocates for

more frequent updates of the benchmarks. The first update

would occur at the start of Phase 4, with the second coming

after five years. Indeed, the benchmarks are to be tightened

for every sector by a yearly flat rate of 1%, starting from 2008

(with a +/- 0.5% leeway to take account of particular

industries). This solution seems to lack the individual

approach necessary for capturing the unique characteristics

of different sectors. One has to be aware that distinct

technologies have various investment needs and take an

uneven amount of time to complete. Imposing artificial caps

will not automatically guarantee their fulfilment - the

installations simply won’t be able to meet them.

OPINION

Proposed Summer Package detrimental for 

Central European countries?
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It seems as though the legislative body is somewhat too

optimistic about the development capabilities of energy and

energy-intensive industries. A more targeted approach would

be more beneficial for Europe as a whole. Treating each sector

as a separate case, a better assessment of their growth potential

will be possible, and any risk of putting additional, undeserved,

financial burdens on installations, may well be averted as a

result.

Production data updates

In Phase 3 (2013-2020), allocation decisions have been made

for eight years in advance. For Phase 4, the Commission

proposes that allocation decisions are made every five years.

I would like to point out that the above solution lacks

cohesion with the benchmarking updates proposition. If the

emission benchmarks are to be revised every year, a

harmonised solution would dictate that production data

updates should follow. The prolonged economic crisis caused a

lot of energy-intensive sectors to curb their output, and some of

their capacity is currently sitting idle. Moving to an allocation

methodology closely aligned with real, recent production levels,

would provide the required allowances to those wishing to

restart or expand production, as well as help avoid undue costs

and ensure simplified and fairer rules as a consequence.

The Modernisation Fund

The proposed Modernisation Fund is a new solution,

developed in order to compensate low-income Member States

for undertaking steps towards modernisation of their energy

and energy-intensive industries. It will be set up with 2% of all

allowances available for Phase 4, which is equal to

approximately 310 million units. The selection criterion for

countries is based on their gross domestic product, calculated at

market prices - it cannot be higher than 60% of the EU average.

Ten members were found to be compliant. The projects to be

supported will be chosen by a management board made up of

representatives of the Beneficiary States, the European

Investment Bank, the Commission and other EU countries.

It immediately comes to the attention that all the Beneficiary

States were admitted to the EU no earlier than 2004, meaning

they have had access to the EU funds for the shortest amount of

time. Although the GDP limit for eligibility was set at 60%, the

average GDP of these States is a mere 43% of the EU’s value,

further proving the vast underdevelopment of the whole CE

region. The idea to set-up the Modernisation Fund, in order to

narrow the development gap between Central Europe and the

rest of the EU is thus welcomed. However, the suggested

management structure raises some concerns. The current

wording of the proposal essentially empowers the EIB with the

final vote on the projects. Overturning its decisions, would

require approval from the decisive majority of other members of

the board, and one has to remember that three of them are

going to be delegates from European countries not taking

advantage of this fund. Furthermore, as a result of such

complexity, the smooth functioning of the fund is not assured.

The large number of parties involved may result in a long-

lasting and complicated selection procedure.

OPINION

Proposed Summer Package 

detrimental for Central European 

countries?

CONTINUED

There are also reservations that, because of the large

influence that the Western States will maintain, those projects

that are aligned with their interests, will be favoured, over those

carrying most benefit for the low-income members. I believe

that the scheme could gain from a simplified management

structure, including only the aided countries. It would be in line

with the EU principle of the lowest possible administrative

burden, and assure a simplified and accelerated selection

procedure, adopting only projects carrying the biggest added

value for the Beneficiary States.

Derogations for the power generation sector in low-income

Member States

The opportunity for awarding up to 40% of allowances for

free by low-income Member States to their power generation

sectors is to be maintained after 2021. Derogations will be

available in return for an equal value of expenditures. As the

investment needs of low-income Member States are estimated

to be around 300 billion EUR only, up to the year 2020, these

funds will surely make their financing easier and more secure.

What seems to be out of place though, is the requirement

that they have to be used towards diversification of the energy

portfolio. The Commission, trying to influence the choice of one

source instead of the other, inadvertently disrespects the right

of EU Members to freely decide on their energy mixes. It must

be understood that, for ages, coal has been the main source for

electricity production in CE countries, offering cheap energy and

a high level of energy security. Forcing them to turn away from

it will make the use of their indigenous resources no longer

possible, and result in a higher dependence on fuel imports

from outside of the EU. This completely contradicts the

fundamentals of the EU’s Energy Security Strategy. The most

rational solution here, would be to allow the Member States to

distribute the derogations, according to their own criteria. A

competitive bidding process would, of course, be preserved, to

assure that only the most cost-effective projects are selected.

The move would also positively affect the much needed security

of energy supply.

Conclusions

Although the proposal for revision of the ETS, has been

declared by the Commission to be reaching out to the energy

and energy-intensive industries, and remedying their problems, it

seems to be an overstatement. Without providing much

compensation, it just puts an additional burden on their

shoulders. This is especially true in the case of installations

located within Central Europe, that have had less time and funds

to introduce the newest technologies. On top of all this, EU is

now responsible for only 11% of the global GHG emissions and,

after having dropped them by over 18% (data for 2012, in

comparison with 1990), bringing them down any further, seems

to be more difficult. In the same time period, the United States

enjoyed an increase of 4%, whilst China’s contribution

skyrocketed 2.3 times. The evidence that Europe has already

done its homework is piling up, providing numerous arguments

that it is now time for other big polluters to ‘step up to the plate’

and take action.

Introducing the changes to the proposal outlined in this

article, will help make it a bit more acceptable from the energy

and energy-intensive industries’ point of view, shielding them

better from additional, unnecessary costs, and helping them

regain a competitive edge against counterparts in other regions

of the world. The EU community needs to remind itself, that these

sectors are among the most important creators of national

wealth, and trying to put them on the road to disarray, instead of

working towards their sustainable growth, will only make Europe

more dependent on imports, greatly exacerbating the trade

balance and draining money from the area - causing the EU to

slide further into recession, leading to job reductions, and

pushing more people into poverty. ■
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The 64th Energy Dialogue
at the Reichstag

REPORT

Alexandru Zegrea

Consultant, Pflüger International

The 64th Special Energy Dialogue at the Reichstag discussed the topic of ‘Managing 

the Water-Energy Nexus’, and was held at the invitation of Prof. Dr. Friedbert

Pflüger, Janusz Reiter and Central Europe Energy Partners (CEEP) on August the 27th, 

2015.

Prof. Dr. Brahma Chellaney, Professor for Strategic Studies, Centre for Policy

Research,New Delhi, explained how not only CO2 emissions, but also the

consumption of large amounts of water, are currently challenges for

traditional energy generation. 41 per cent of water consumption in the

European Union can be traced back to this sector. He emphasised the nexus

of water and energy – the increasing demand for one putting pressure on

the other - leading to a prospective doubling of water demand over the

next 20 years. Attempts to transport water over large distances (such as

from France to Spain by super tanker) have shown, over the past years, that

this process is inefficient – water is essentially local and lacks a substitute.

Therefore, Prof. Chellaney’s recommendation was to implement policies that

conserve both resources.

Mr. Henning R. Deters, Chief Executive Officer, Gelsenwasser AG, explained

that in Central and Northern Europe in general, and in Germany, in

particular, no shortage of water is expected over several future decades.

What might become a challenge for Europeans, in his view, is water quality,

because of advancements in technologies that can detect more and more

pollutants. Despite the water abundance of the region, its inhabitants can

still contribute to solving the global water issue, by avoiding the

consumption of water-intensive products from water-scarce regions.

Mr. Franz-Birger Marré, Head of Division – Water, Urban Development,

Transport in the German Federal Ministry for Economic Co-operation and

Development, also emphasised the nexus of water and energy, whilst also

including food into the equation, and predicting a significant rise in demand

for these commodities by between 20 and 40% over the next 15 years. Mr.

Marré pointed out that it is necessary to follow a two-pronged approach

that, on the one hand ensures access to these essential resources in

developing countries, whilst on the other, it puts the accent on efficient use

in developed countries. ■

Ukraine to open power exports to Poland

The Ukrainian power plant at Dobrotvir has

supplied the south-eastern Polish city of Zamość for

more than 40 years, but following the recent heat

wave in Poland, which has forced the national supplier

to cut electricity to factories for several hours a day,

Ukraine assisted Poland more widely with its energy

crisis. Poland purchased 200 MW of power.

(www.thenews.pl)

Romania's Romgaz steps up conventional gas

Romania's biggest gas producer, Romgaz, does

not plan to tap shale gas exploration in the next few

years, but will invest heavily in conventional wells.

Director General, Virgil Marius Metea, announced

during the Eastern Europe Investment Summit, that

Romgaz has an overall gas production potential of

about 5.6 billion cubic metres this year, when the

company plans to invest 1.3 billion lei ($333 million)

from its own resources, with more than half

earmarked for exploration work. Romgaz reported a

net profit of 767 million lei for the first half, down 12%

on the year, and hurt by around a 6% drop in

demand for its natural gas. (Reuters)

Šefčovič pursues his Energy Union Tour to Bulgaria

“Bulgaria will be among the countries gaining the

most benefits from the European Energy Union, from

the viewpoint of energy security, better connectivity

with neighbouring countries, and diversification of

energy suppliers,” declared the European

Commission’s Vice-President in charge of the Energy

Union, Maroš Šefčovič, speaking mid-September for

Bulgarian National Television (BNT). “It will be very

good if gas from three different suppliers is delivered.

We are working on such a strategy, and analysing

what could be achieved,” he noted. (Focus)

Lithuania and Poland reach accord on Gas Interconnection:

Poland–Lithuania

Poland and Lithuania have reached an accord on

gas interconnector, GIPL, with the European

Commission (EC) helping both sides reach common

ground.

When built, the gas link should become an

important element of the Baltic Energy Market

Interconnection Plan, BEMIP, which aims to integrate

energy markets of all the states belonging to the

Baltic Sea region.

The price-tag of 534-kilometre gas pipeline is 558

million euro, of which 54.9 million euro has to come

from Lithuania, 29.4 million – from Latvia, and Estonia

has pledged 1.5 million euro to it. Lithuania and

Poland asked the European Union to earmark 75

percent of the necessary funding for the project, but

the EC came up with 60 percent. GIPL construction

works are planned to start in 2016, and to be finished

by 2019. (Natural Gas Europe)

Croatia puts off major oil and gas deals until after election

The Croatian government has postponed the

signing of all oil and gas production-sharing accords.

Agreements with Eni SpA, Medoil Plc, INA Industrija

Nafte d.d., Oando Inc and Vermilion Energy Inc for

on-shore and off-shore drilling were delayed as the

government wants to avoid pressure from both

environmental groups and the opposition in the

election campaign, the Minister for the Economy, Ivan

Vrdoljak explained. (Bloomberg)

NEWS FROM THE REGION
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Maciejewska Marta

Grupa LOTOS S.A.

The innovative trends in refinery and petrochemicals integration, as 

well as the wider world economy outlook, were discussed by over 30 

international experts during the 9th Annual European Refining 

Summit, held in September, 2015, in Brussels.

Looking, initially, at the wider economic picture,

Standard and Poor’s representative, Mr. Jean – Michel Six,

pointed to the forecast world trade growth of 1,8% this year,

which would be down from 3% in 2014. It is expected to

rebound back to 3,5% in 2016, which is still significantly

below the expected average of 5%. This trend is mainly due

to the GDP growth of the emerging countries, which will be

at their lowest level since 2001 (excluding the 2009

recession). The sad leader in this downturn is China, which is

suffering from losing some of its competitiveness, but is not

at risk of falling into recession in the near future.

When it comes to the Eurozone, it managed to get out

of recession in the 2nd half of 2014, and revealed a GDP

growth of 0,4% in the 2nd quarter of 2015. This was due to

higher export rates and increased consumer spending,

helped by a sharp decline in energy prices resulting mainly

from last year’s collapse in oil and gas prices.

The Development Manager of the Nordic region from

Statoil, Mr. Lars Thorstholm, underlined that “we still see

declining oil demand over the medium and long-term”.

Focusing on the situation with the Baltic Sea refineries,

mainly Nordic ones, he pointed out the possibility of

closures in the refining sector, which are strictly connected

with economic demand, the balance of supply and demand,

crude quality, market volatility, capital, and cost efficiency.

The prospective of shutting down refineries would

eventually cause an increase in imports, being detrimental

to the EU’s economy and social factors (e.g. unemployment).

The oversupply of the European refining sector, was also

highlighted by the International Energy Agency’s

representative, Mrs. Kristine Petrosyan, who pointed out that

the difference between refinery capacity and total demand

is clear, and will become even more evident. All global

refining capacity is growing at historically high rates, and

resultant problems are increasing.

According to Mr. Stephen Browser from EVONIK

Industries, the European refinery sector temporarily benefits

from recent closures and capacity reductions, but, in his

opinion, refinery configuration is still wrong. European

refineries are ageing. Investments in upgrading are rare. In

the long-term, capacity reductions are likely, mainly as a

result of the EU’s ETS and fuel efficiency measures.

This statement was strengthened by BP’s Vice-President

for Europe & Head of Country, the UK, Mr. Peter Mather,

who declared that “we expect the demand in the EU to

continue to shrink”. This trend could be observed since

2009, whereby overall demand for oil products has declined

by 8%, and the biggest decrease affects gasoline (-17%).

According to Fuels Europe’s representative, Mr. John

Cooper, EU oil demand probably will decrease at least by

30% in 2030. ■

REPORT

The refining sector: declining demand, growing capacity –

a poor economic-mix

EU countries adopt climate change talks mandate

The EU’s environment ministers agreed on the bloc’s

mandate for climate change talks, calling for a long-term goal

to cut GHG emissions, by at least half by 2050, compared with

1990 levels, and to be “near zero or below” by the end of the

century. The EU’s position also requires global emissions to peak

by 2020 at the latest.

The final mandate also confirms that the EU will push for 5-

year review cycles, to take stock and increase the ambitions of

countries over time. Instead of “carbonisation”, a new concept

was introduced – “carbon neutrality”, which should help industry

to neutralize CO2 emissions due to enhancing forestation and

CO2 utilisation. (PW)

Turkey freezes Turkish Stream: its future in doubt

The Turkish Stream pipeline project has been “completely

frozen”, according to the Hurriyet Daily News, citing sources

from within the Turkish Ministry of Energy and Natural

Resources.

Merrill Lynch’s experts and Dr. Mansur Oglu, an analyst from

Istanbul Technical University, consider the prospects for the

realisation of the Turkish Stream project to be increasingly

bleak, with Dr. Oglu expressing his belief that Ankara is pursuing

a “quiet closure of the project”, due to unknown reasons, which

have become very inconvenient for the Turkish President, Recep

Erdogan. (PW)

ENERGY ECHOMEDIA PARTNER

FOREIGN INVESTORS SUMMIT 2015
October the 26th -28th, Bucharest, Romania

Sustainability and competitiveness are in focus during the 

three-day event, linking six industries in a joint effort to pursue 

sustainable development, to provide solutions, to connect 

businesses, ideas and people. Foreign Investors Summit, 

Business Review’s flagship event, will be held between October 

the 26th and the 28th at Bucharest’s World Trade Center hotel.

This event offers:

• A chance to network: 600+ top level executives, 

entrepreneurs, and government officials will be there

• More than six industries will be featured in discussion panels, 

workshops, and key notes

• Case studies, success stories, leads, and best practices in 

business 

Agenda and speakers: http://summit.business-review.eu/ or 

contact the organisers at events@business-review.ro. ■
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Central Europe Energy Partners joined two Social Media networks, 

Twitter and LinkedIn, on the 1st of September, to strengthen its 

voice in Brussels and beyond, to reach new audiences, to better 

engage with the established ones, and spread CEEP’s messages 

even further.

The first week of our presence was marked by the tweet

of Dominique Ristori on his meeting with CEEP’s delegation.

Mr. Ristori wrote he was delighted to discuss the ”Making it

happen. Paving the way for the Central European North–

South Infrastructure Corridor” paper on the North–South

Corridor with Paweł Olechnowicz, Chairman of the Board of

Directors of CEEP and his team.

We later published reports from a meeting with Rokas

Masiulis, Lithuania’s Minister of Energy, as well as coverage

of the outstanding debate ”The North-South Corridor.

Towards increased energy security, Europe’s integration and

competitiveness”, which took place at the Economic Forum

in Krynica, Poland.

More opportunities and challenges ahead!

Join us!

CEEP goes live on Twitter and LinkedIn

SOCIAL MEDIA

Follow CEEP on Twitter

at @CEEP_energy.

Reply, re-tweet, mark as

favourite, join the debate!

Engage with CEEP on

LinkedIn and contribute

to shaping a network of energy 

professionals!

www.linkedin.com/company/central-

europe-energy-partners
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PICTURE OF THE MONTH

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 interna-tional non-profit
association with its headquarters in Brussels and a branch in Berlin.
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The debate on the North–South Corridor in 
Krynica was organised by Central Europe 
Energy Partners (CEEP), which contributed 
to the Roland Berger report, together with 
Grupa LOTOS.

Clockwise from left
Henryk Majchrzak, President of the Management Board, PSE S.A.
Janusz Steinhoff, former Deputy Prime Minister and Minister of Economy of Poland The Almighty Almost-God
Paweł Olechnowicz, Chairman of the Board of Directors CEEP, President of the Board & CEO, Grupa LOTOS S.A.
Marcin Moskalewicz, President of the Board, PERN „Przyjaźń”
Mirek Topolanek, Director of International Development and Public Affairs, Eustream; former Prime Minister of Czech Republic
Daivis Virbickas, Chairman of the Board, Litgrid
Janicki Bogdan, Senior Adviser, CEEP


