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A high-level meeting: Maroš Šefčovič
and Paweł Olechnowicz discussed
Central Europe’s energy challenges
Maroš Šefčovič, Vice-President
of the European Commission,
and Paweł Olechnowicz, Chairman of the Board of Directors
of CEEP, at LOTOS refinery in
Gdańsk, on the 1st of October.
The visit was part of the VP
European Energy Tour.

Jan Jujeczka
Central Europe Energy Partners

titiveness of the European refinery sector is crucial, not only
to hold back capacity decline and the loss of thousands of
direct and indirect jobs in the EU, , but.it is also detrimental to
the global environment, as the manufacturing of oil products
in the EU refineries is, on average, conside-rably less carbon
intensive, when compared with the rest of the world. To face
that challenge, we believe the refinery industry should
receive 100% of the CO2 allowances up till 2030, so that it
can face international competition from those regions where
ETS is not applied,” Paweł Olechnowicz stressed.
Legislation supporting the competitiveness of the energy
sector, should be accompanied by investments in infrastructure, along with actions aimed at providing Europe with
more supply options. In this context, Maroš Šefčovič emphasised the role of the North–South Corridor, whose aim is to
connect Central European energy markets, both with each
other, and with the Western part of the continent. He agreed
that the North–South Corridor is the key enabler for completing the European integration process. “We want to keep
industry in Europe, facilitate its development and increase its’
competitiveness. This also applies to the whole energy
sector, including oil, gas and electricity. We are aware of the
need to foster investments in these fields, and EU regulations
definitely have an impact on that. We will work hard to make
sure the European industry has the proper conditions with
which to grow,” Maroš Šefčovič asserted. ■

Improving the competitiveness of the European refinery
sector, paving the way for the North–South Corridor,
and providing the continent with more gas supply options.
These were the main topics of discussion between
Maroš Šefčovič, Vice-President of the European Commission, in charge of Energy Union, and Paweł Olechnowicz,
Chairman of the Board of Directors of CEEP.
Improving the competitiveness of the European refinery
sector, paving the way for the North–South Corridor, and
providing the continent with more gas supply options. These
were the main topics of discussion between Maroš Šefčovič,
Vice-President of the European Commission, in charge of
Energy Union, and Paweł Olechnowicz, Chairman of the
Board of Directors of Central Europe Energy Partners (CEEP).
The meeting took place on October the 1st, at the LOTOS
refinery in Gdańsk, Poland. It served as an occa-sion to tackle
Central Europe’s most significant challenges in the field of
energy. One of them is the relocation of EU refining capacity
to unregulated regions, with lower energy costs and softer
emissions regulations. Paweł Olechnowicz underlined that
Europe needs a healthy, domestic refining sector, especially
in an era of geopolitical upheaval. “Improving the compe-
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EDITORIAL

A game-changing time for the
energy sector in Central Europe
Marcin Bodio
CEO, Central Europe Energy Partners
We have recently seen considerable progress in European
energy issues, both politically and economically.
The North–South Corridor was discussed on the sidelines
of the UN General Assembly session, and investments,
such as building the power link between Poland and
Lithuania, have also been well mooted. As the LNG
roundtable in Washington and Climate Change Conference
in Paris are just around the corner, we may be witnessing
a ‘game-changing time’ for the energy sector in Central
Europe.
At CEEP, we have always aimed to ensure that the voice
of the Central European energy and energy-intensive sectors
are loudly heard, not only in Brussels, but also in the whole
transatlantic community. On September the 29th, this voice
was stronger than ever before. A fresh momentum to our
campaign, promoting infrastructural integration of the
European energy markets, was given by the political leaders
of nine Central European countries. Their message was that
whilst Europe needs investments in infrastructure, it also
needs strategic planning, solidarity, and mutual trust, when it
comes to building a more resilient and diversified energy
market.
I was glad to hear the same message from Maroš
Šefčovič, VP of the European Commission, with whom we
have recently discussed the main challenges of the Central
European energy markets. Mr. Šefčovič repeatedly emphasised the role of the North–South Corridor in completing the
European integration process, as well as the need for more
gas supply options in Europe. This fits neatly in line with
CEEP’s priorities. Therefore, on November the 4th, we are
meeting in Washington, to continue talks on facilitating the
transatlantic gas trade. Key members of the US Congress, US
government officials, EU Commission representatives, along
with members of the European Parliament, will again join us
at the roundtable.
Thomas Edison, one of the greatest minds of the energy
sector, once said that “opportunity is missed by most people,
because it is dressed in overalls and looks like work.” It is not
the case with CEEP, nor its members, whose hard work has
just been appreciated with the prestigious ‘New Impulse’

At CEEP, we have always aimed
to ensure that the voice of the
Central European energy and
energy-intensive sectors are
loudly heard, not only in
Brussels, but also in the whole
transatlantic community
award. We are happy to share this award, not only with our
colleagues from the Polish Electricity Association (PKEE), but
also with the Polish and Lithuanian electricity trans-mission
system operators, PSE and Litgrid, who all happen to be CEEP
members. They were distinguished for building the power
bridge bet-ween the two countries, and thus improving the
infrastructural integration of the continent and diversification
of our domestic energy markets.
We will need that integration and diversification to face
the new climate rules that may result from the upcoming
Paris COP-21 Summit. Let’s treat these challenges as opportunities, rather than threats. As a result of the game-changing
time, that we may soon be witnessing, is noting Edison’s
observation, and working hard to make sure no opportunity
in the energy sector is missed. ■
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SUCCESS STORY

Power Bridge to soon connect
Poland and Lithuania
400/110 kV Ełk Bis station

Henryk Majchrzak
CEO of PSE, CEEP member,
Polish electricity transmission system operator

operates, and it will also help increase the transmission capacity of cross-border interconnectors. The project will provide
Poland with another cross-border link that will create opportunities for increased imports and exports of electricity. After
the link with Lithuania is put in place, it will be possible to
ensure the full capacity of this interconnector for imports at
500 MW, equivalent to the total installed capacity of the
high-voltage direct current (HVDC) converter station near
Alytus, Lithuania. Export capacity will depend to a greater
extent on the operating conditions of the Polish power
system at a given time. The system will be able to run at full
capacity, regardless of conditions, after a 400 kV line between
Ostrołęka and Olsztyn Mątki, and a 400 kV line between
Ostrołęka and Stanisławów, are built in Poland.
After the launch of the LitPol Link, the so-called market
coupling mechanism will go into operation. On the Lithuanian side, the project included the construction of a new
station in Alytus and a 400 kV line toward the Polish border.
Moreover, a “back-to-back” HVDC converter station was
constructed at Alytus, that makes it possible to link the Lithuanian and Polish power grids, which work in different
systems.
When finished, all these investment projects and the
launch of the cross-border link will mark the completion of
the so-called ‘Baltic Ring’, thus contributing to the development of the European electricity market. The project is also
extremely important domestically for Poland, because strengthening and expanding the transmission network increases
the security of stable power supplies, which are necessary for
the economic development of Poland’s central and northeastern regions. A reliable infrastructure guaranteeing an
uninterrupted supply of electricity is a major factor contributing to economic growth and helps increase investment ▶

Ensuring uninterrupted, secure supplies of electricity is
one of the most important tasks of the European Union’s
electricity market. Poland, on account of its location in
the central part of Europe, is obligated to create conditions
for the safe transit of electricity between the Eastern and
Western parts of the continent. Therefore, in order to
connect the EU electricity market with the electricity
markets of the Baltic states (Lithuania, Latvia and Estonia),
in 2008, a project was launched to build a power link
between Poland and Lithuania (the LitPol Link).
As part of this project, a stretch of a cross-border line
connecting the two countries, has been built on the Polish
side, and a total of 11 investment projects have been carried
out. These include the construction of four 400 kV power
lines and the construction of five new high-voltage power
stations and the expansion of two existing high-voltage
power stations.
The construction of the interconnector, and work to ensure a specific level of transmission capacity for the constructed line, were associated with the need to adjust the
whole network infrastructure on the Polish side, in such a
way, that it could withstand specific loads. The Polish Transmission System Operator was tasked with creating such conditions for transmission, so that energy could be transported
in a continuous manner, without running the risk of any
interruptions.
Domestically, the project will contribute to an improvement in the conditions, in which the National Power System
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Power Bridge to soon connect
Poland and Lithuania
CONTINUED

opportunities in the country.
Internationally, the project enables cross-border energy
exchange, thus meeting the requirements of EU directives,
calling for efforts by Member States to ensure an appropriate
level of interconnectedness for the development of the EU’s
internal market. Increased opportunities for power exchange
mean greater energy security.
The project to build the power link between Poland and
Lithuania was on the EU’s list of Projects of Common Interest
(PCI), and has been co-financed from funds available under
the Infrastructure and Environment Operational Programme
2007-2013, under Priority X: Energy Security, including diversification of energy sources (“Measure 10.1. The development
of transmission systems for electricity, natural gas and crude
oil and the construction and reconstruction of natural gas
storage facilities”). Investment in the LitPol link project on the
Polish side has amounted to 430 million euros, and on the
Lithuanian side, 150 million euros has been spent. Total EU
co-financing for the LitPol project came to over 230 million
euros (of this: around 200 million euros on the Polish side,
and 32 million euros on the Lithuanian side).
This joint project, carried out with the support of international institutions, including the European Bank for Reconstruction and Development and the European Commission,
has shown that Poland and Lithuania, after overcoming a
number of barriers, can successfully handle even the most
complex projects.
A ceremony to mark the completion of the power bridge
project between Poland and Lithuania is scheduled to take
place in Brussels in November. ■

Construction of the
400/110 kV Ełk Bis station
Expansion of the 220/110 kV
Ostrołęka station and
construction of the 400 kV
substation

Construction
of the 400 kV
Łomża station

Expansion of
the 400 kV
substation in
the 400/110 kV
Narew station

Construction of the
400/220/110 kV Ołtarzew
station
Construction of the 400 kV
Stanisławów station
Construction of the
400/110 kV Siedlce
Ujrzanów station

Construction of the 400 kV Ełk – Polish border
power line (towards Alytus)

Construction of the 400 kV Miłosna – Siedlce Ujrzanów
power line
Construction of the 400 kV Ostrołęka – Łomża – Narew
power line
Construction of the 400 kV Ełk Bis – Łomża power line

Existing power lines
Alytus – Polish border power line

Power bridge between Poland and Lithuania –
map of investments

The power bridge between Poland and Lithuania
was the main topic of the “Regional energy infrastructure projects – success stories, challenges and opportunities” roundtable. The meeting was organised on
October the 20th, by Jerzy Buzek and Algirdas Saudargas, MEPs from the ITRE Committee. Representatives
of the European Commission, the Polish and Lithuanian governments, as well as energy sector from both
countries took active part in the lively debate.
The speakers agreed that building energy connections must be part of a wider strategic plan, aimed at
providing the whole European Union, and not just
selected member states, with resilience, security and
competitiveness in the fields of energy. Paweł Olechnowicz, Chairman of the Board of Directors of CEEP,
stressed the role of the North–South Corridor in this
plan. He underlined that the completion of the socalled Baltic Ring, which increases the security of
stable power supplies both in Central and Northern
Europe, should serve as an example for decision
makers across the EU. This applies not only for electricity market, but also gas and oil markets, as whatever energy projects are being developed in the EU,
they should be properly interconnected with the
planned and existing energy infrastructure in the
region. (JJ)

Finland
Sweden
Norway

Estonia

Denmark

Latvia

Baltic
Sea
Russia

Germany

Lithuania

Poland

The Baltic Ring
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Building a Europe whole, free, and secure
Infrastructure integration at the heart of the European project
Marcin Bodio
CEO, Central Europe Energy Partners
David Koranyi
Director, Eurasian Energy Futures Initiative, Atlantic Council

Corridor’s implementation, tackling political, regulatory, and
financial roadblocks through regional co-ordination can pave
the way for such an outcome.

The progress made in unifying Europe has been one of
the greatest successes of this century. The task at hand,
however, is far from complete. Political and regulatory
integration, fostered by EU membership, has yet to be fully
complemented by infrastructural integration, both within
Central Europe, and beyond, connecting with the broader
European and transatlantic market space.
Despite significant progress in the last decade, Central
European countries are still burdened by insufficient integration and unsatisfactory infrastructural connectivity with
Western Europe, as well as weak North-South links. This is a
legacy of the Cold War era, when intra-regional infrastructural integration was actively prevented, in order to maintain
high levels of political and economic dependency on the
Soviet Union. The detrimental consequences of this lack of
integration are most evident in the energy sector. Central
Europe remains a set of inadequately connected national
energy markets, isolated from the Western community, and
exposed to supply monopolies. Insufficiently diversified energy markets and monopoly pricing constitute a supply-security risk and can lead to higher prices.
A meeting of Central European leaders on the sidelines of
the UN General Assembly in New York City, on September
the 29th, building on a joint report, issued last November, by
the Atlantic Council and Central Europe Energy Partners titled: ‘Completing Europe – From the North-South Corridor to
Energy, Transportation and Telecommunications Union’, provided fresh momentum to this agenda. The assembled heads
of state and government representatives sent a clear message that investments in critical infrastructure along the Corridor should be prioritised by the European Union, and that
regional co-ordination is essential to speed up the implementation of these projects.
Most urgent is the completion of Europe’s energy integration, in order to weaken Russia’s stranglehold on the most
dependent Member States. The Corridor would form the
backbone of Central Europe’s energy infrastructure and
enhance the region’s energy security. The North-South
Corridor aims to integrate the whole of the EU and its
neighbours into one coherent internal energy market, in
which industry can prosper and create new jobs on the
continent, and consumers can benefit from lower energy
bills. In terms of gas, the Corridor would establish a
transmission network of pipelines and interconnectors from
the Baltic to the Adriatic Seas.
It would also extend 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. As
for the electricity sector, the Corridor would build and
expand high-voltage transmission lines to connect the
“energy islands” of the Baltic States with the rest of the EU.
This would make the EU more competitive, strengthen its
industrial base, and improve its ability to co-ordinate policies
and politics. While there is no silver bullet to facilitate the

The North-South Corridor
should be the top priority
in the effort to build a single
European energy market.
Corridor projects should be
granted preferred access to
public funding, so that earlystage planning activities can
be enabled
We believe that the North-South Corridor should be the
top priority in the effort to build a single European energy
market. Corridor projects should be granted preferred access
to public funding, so that early-stage planning activities can
be enabled, as well as tipping the balance for sections of the
Corridor that are not feasible through purely market-based
mechanisms. A concentrated push, based on close regional
co-operation, needs to be undertaken, to obtain the necessary level of financing. This will only be possible when local
transmission system operators conduct a dialogue with national regulators and lawmakers. Market-based development
has to be at the heart of the Corridor, which is why the
projects should be planned and implemented, in line with
economic developments in the underlying energy markets.
The New York meeting marked an important step toward
binding the Baltic, Adriatic, and Black Seas together, whilst
creating a new bedrock of European prosperity and security.
Completing the North-South Corridor offers a unique
opportunity to further Europe’s integration, enhance its
geopolitical influence, increase its competitiveness in the
global marketplace, and strengthen its economic resilience:
along with furthering its climate change objectives. We hope
that the New York meeting will provide an impetus to
initiating the next phase of ‘Completing Europe’, which is
both a European and a transatlantic priority. ■
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Prerequisites of power development
in Central Europe
Peter Whiley
Specialist, Grupa LOTOS

as championing the cause of renewables, uses coal to
generate 43% of its electricity. So, Mr. Janicki argued that
countries like Poland sometimes suffered from injurious
stereotypes, and pointed to the EU’s unfair record on
financial support for regional energy programmes in the
years, 2008-2012, when 85 billion Euros were allocated to EU15 countries, whilst only 5.5 billion Euros were granted to the
EU-11. “The EU should help us more, especially with PCI
projects”, he justifiably opined.
The second part of his talk concerned the prerequisites of
power development in Central Europe, and he notably
mentioned recent EU support for such projects as the NorthSouth Corridor, and the LitPol Link, which at its first stage will
be completed by the end of 2015, connecting Poland, not
only with Lithuania, but with the Baltic Ring, as well. This
project will make Poland and other countries more secure, in
terms of power supply. It is expected that it will lead to 1520% reductions in prices in Lithuania. However, he
poignantly remarked that, “a stoppage of the inflow of
energy is sometimes needed as well!” He was referring to the
uncontrolled transfer of electricity from Germany, that
Poland, the Czech Republic and other countries presently
have to endure. Phase shifting transformers were seen as a
solution, but this led to yet other problems – that of new
investments being needed, and at what cost?
“The EU-11, undoubtedly, requires more power, and
cheaper power”, he declared. For households, power in the
EU-11 is relatively expensive, if we compare it to GDP per
capita. For example, the cheapest power ‘on paper’ is in
Bulgaria, but when you consider GDP (5,800 Euros), it is much
more expensive than in Germany (35,200 Euros) and
Denmark (45,600 Euros), even when household prices in
these countries are three times higher. We should not ignore
such differences, not to mention Luxembourg (83,100 Euros).
Prices for industrial consumers are lower than for
households, as they are one of the important factors behind
international competition. This means that almost all ▶

Bogdan Janicki, a senior adviser with CEEP, was a
guest speaker at IFRI’s (Institut français des relations
internationales) conference in Brussels, on the 1st of
October, 2015, where the theme of the event was ‘Energy
Policy in Eastern Europe: What challenges lie ahead?’.
Mr. Janicki’s presentation was titled: “Prerequisites of
power development in CE”. For a better understanding
of the Central European situation, he presented a stark
picture of the “uneven economic relations between the
EU-11 and the EU-15”, and declared the biggest challenge
to be bridging the vast economic gulf between the EU-11
and the EU-15.
Mr. Janicki showed that in 2014, for example, the average
GDP per capita in the EU-15 was 31,600 Euros, and this
contrasted markedly, with the average GDP figure in the EU11, which was 10,500 Euros. He further revealed that the gap
was growing ever larger, with a rise of 1,500 Euros in the
former, for the period 2013-2014, and a meagre rise of 300
Euros in the latter. So, the notion of Central and Eastern
European nations catching up with the Western part of the
continent was not borne out by the reality of the situation.
Mr. Janicki also posed the question of what would happen if
the EU-11 did begin to grow their economies rapidly, and
begin to catch up with the West? This would mean rising
emissions, as industries grew. “Would the EU allow this?” - Mr.
Janicki pertinently asked his audience. As a leading power in
the world for containing emissions, the EU would indeed be
reluctant to allow this, he logically concluded.
The EU-11, ironically, in light of the above, emits far less
emissions than the EU-15, and Poland, for instance, - often
painted as a large emitting culprit - emits less emissions per
capita than Germany, Ireland, Luxembourg, Belgium, Austria,
Finland, and the Netherlands. Germany, in fact, so often seen

Bogdan Janicki:
the EU-11 countries
often suffer from
injurious stereotypes. At the same
time Germany,
so often seen as
championing the
cause of renewables, uses coal to
generate 43% of
its electricity

MWH/CAP

Electricity consumption per capita
(2012)

Source: CEEP based on Eurostat data
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ssions-controlling regulations. He also reminded everyone
present of the EU’s Article 194, which protects the right of
Member States to choose their own appropriate energymixes. For the EU-11, the cheapest fuels were imperative,
and Mr. Janicki stated, supported by clear statistics, that
lignite and coal energy were still the cheapest, closely
followed by nuclear, all of which, for some investors, is
problematic. His message was clear: the EU should
concentrate, first and foremost, on its economic
development, and only then, proceed to be a champion of
climate change.
At the end of his presentation, he pointed to some
prerequisites, which should be considered in terms of special
treatment for Central European countries, to allow them to
reach production and the consumption of relatively cheap
power, on a level close to the EU-15 countries. These
prerequisites were: 1. Maintaining ETS derogation till 2030 for
coal power plants, with a 45% energy efficiency as the
cheapest source of electricity, and an enabler of a 30% CO2
decrease; 2. Extending support for cogeneration till 2030 as
an effective means for achieving a CO2 decrease; 3. Full
acceptance for a capacity market as one of the main
conditions for energy security and a stable/diversified RES
development; 4. Supporting innovation programmes concerning the power industry, leading to better energy efficiency,
CO2 decreases, and lower prices; and 5. Supporting PCI
projects concerning electricity interconnectors and the
transfers of electricity between countries. ■

Prerequisites of power development
in Central Europe
CONTINUED

burdens connected with the high prices of power based on
RES, are placed on the shoulders of individual consumers,
who are not protesting in the high GDP countries (EU-15),
such as Germany, but the situation is not so acceptable to
consumers in low GDP countries (EU-11).
When we have so many individual problems considering
the differences, country-by-country, the splendid idea to
create an internal market is not so easy and requires a lot of
understanding between the EU’s Member States. The first
step towards an internal market is the development of
interconnectors, and a 10% goal by 2020, as Mr. Janicki
estimated, would be achieved. If the perspective of 2030 is
discussed, with 15% importation possibilities, then already
many question marks are arising. Does it mean that some
countries should limit their power production capacity? Are
they obliged to import cheaper power? Many countries were
presenting themselves in their energy strategies as ‘exporters
of power’, and Mr. Janicki wondered: “who would want to
buy this excess power?” He again underlined the point that
the EU-11 wanted to build up and develop their industries,
and this meant new power plants, and more emissions, and
a necessary avoidance of strangulation by the EU’s emi-

ANNOUNCEMENT

The second transatlantic roundtable
on LNG to take place in Washington, D.C.
on the 4th of November
After a successful Europe-US LNG Roundtable, which
took place on May 27th–28th, 2015, in Brussels, talks on
facilitating the transatlantic gas trade will be continued
in Washington, D.C. On the 4th of November, decisionmakers and industry representatives from both sides of
the Atlantic will meet again to discuss potential ways of
opening energy markets, and expanding trade in natural
gas between the United States and Europe. CEEP is the
chief co-organiser of this high-level event.

Participants of the previous LNG roundtable argued that
both the US and the EU could benefit from a more open
energy market. From the European point of view, the more
players in the gas supply, the stronger and more secure is the
whole energy market. “The only way to make the European
market more efficient and more resilient is through
competition. At the same time, free trade will allow the EU
domestic refiners and chemical companies to have access to
competitively priced crude oils and gas,” underlined Paweł
Olechnowicz, during the Europe-US LNG Roundtable I.
Eliminating natural gas export restrictions will also benefit
the U.S. economy in several ways. According to Fred H.
Hutchison of LNG Allies, “thousands of new high-wage jobs
will be created during the construction and project operation
phases. Additionally, new revenues will accrue at the US
national, state, and local levels, which can foster further
energy research and development, support infrastructure
improvements, and other efforts. Last, but not least, the US
balance of payments will be enhanced significantly.”
Europe-US LNG Roundtable II in Washington, D.C., is,
therefore, set to be a timely and important debate,
underlining both industry’s needs and political aspirations
behind the ongoing negotiations of the TTIP agreement. ■

Whilst Europe is aiming to hedge itself against potential
undersupplies of natural gas, the United States can already
produce more of this resource than it needs domestically.
That is why, So, CEEP, together with its US partners, has initiated a series of roundtables aimed at facilitating the transatlantic LNG trade, bringing together US exporters and upstream natural gas producers, with their potential customers
from Europe. As impediments to commercial agreements
need to be addressed through legislative and administrative
actions, the LNG roundtables also serve as high-level summits for key members of the US Congress, US government
officials, EU Commission representatives, and members of
the European Parliament.
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Joint cyber-defence

Piotr Rutkowski
Counsellor, Technology Adviser
Wardyński & Partners, CEEP member

distribution systems, transport networks, signalisation, sensors, visual monitoring, water networks, sewage, broadband
networks, service to residents and municipal management. It
is presently rare in such ambitious smart city concepts, to
discuss deeper issues of cyber security. Nevertheless, given
such planned undertakings relating to infrastructure and
information about cities, cyber security has a clearly horizontal nature, and must be taken into consideration, especially in the aspect of energy supplies.

Attacks in cyberspace against entities in the energy and
intensive-energy sectors can be very dangerous, because,
after all, they can impact on critical infrastructure sites
with vital significance to residents, economies, as well as
entire countries and regions. The European Commission
has long sought to establish a platform of agreement on
this matter.

Interconnected industry
The effectiveness of the production, transmission, and
distribution of energy has increased with the use of IT
technology, but new forms of cyber vulnerabilities are also
appearing. Many of them have not been taken into
consideration at the stage of investment planning, in the
energy sector, or even at a general-systemic level. Electricity
generation plants, mines, oil refineries, oil and gas pipelines,
and chemical factories, are often highly complex, and consist
of vast infrastructure network systems. Their operation is
generally based on the ability to monitor and control
numerous processes. The application of Industrial Control
Systems (ICS), in particular, SCADA (Supervisory Control and
Data Acquisition), that developed in recent decades, perfected remote steering and management of industrial processes. Initially, they were constructed as completely isolated
systems, that were based on proprietary solutions of selected
producers. Presently, there's a multitude of various classes
and purposes, at thousands of existing installations of
programmable logic controllers (PLC), driving valves, electromechanical switches, and sensors, that were constructed
with very limited security, in terms of today's standards
against external attack.
Many of them use communication protocols that were
developed 20-30 years ago. Their massive scale of replacement cannot take place from an economic, or even technical
standpoint, thus, an improvement in security, if at all deemed
necessary by an owner, takes place through various types of
especially developed ”patches”, whereas, even software updates usually seem to be a temporary solution. This usually ▶

Most critical infrastructure sectors have been subjected,
in recent years, to spectacular changes, primarily brought
about by the application of information technology. The
pace of change significantly complicates the analysed risk of
potential threats. The ability to process and analyse information on the operation of systems and networks, changes
the manner of their management and development. Changes in the energy sector, in which, additional technological
factors appear, are especially dynamic. Renewable energy
technology is expanding with the help of public policy support, which affects the expansion of distributed energy generation systems. New technologies and the mining extraction
of fuels are changing the functioning of raw materials’ transportation. As a result, the energy supply chain is changing.
Pressure for change in the energy sector is also exerted
by political and market factors, as well as the regulations they
bring about: for example, this includes the need to reduce
carbon emissions, consumer protection, expanded competition and increases in the security of supplies from renewable sources, the introduction of solutions increasing the
importance of security issues, cyber threats, and the protection of systems against natural disasters and extreme
weather events.
The complex influence of these various factors, is also
evident with the appearance of local policies on the procurement, use, saving and storage of energy at the level of
agglomerations. Advanced concepts, in the planning of
smart city development, signify an integration of the energy
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security are strictly tied to the ability to create required
standards. This is more effective when there is an economy
of scale in each critical infrastructure sector. Cyber security
has, therefore, become a key aspect of the Digital Single
Market policy.
This was to be served by a Directive on critical infrastructure (2008/114/EC), but it mainly focuses on undertakings with a cross-border nature. More important is a draft
NIS (Network Information Security) directive still under discussion at the European Parliament and Council. It is not
problem-free, because market players in certain new Internet
markets have still not matured and accepted the regulations,
and, above all, do not wish to incur the costs of observing
new obligations.

Joint cyber-defence
CONTINUED

entails high costs, thus, the drive to improve security, should
appear in applicable law and technical requirements that
countries impose, in connection with the need to protect
critical infrastructure. This is, nevertheless, a growing need
which stems from fundamental knowledge on the subject of
threats in cyber-space. The very rapid development of data
processing sys-tems in computers, as well as digital networking technology development, resulted in industrial
installations beginning to adopt standard technologies,
embedded systems’ platforms based on various off-the-shelf
devices, routers, modems, and commercial software.
There is also an unavoidable interconnection of ICS
networks with corporate IT systems, and inter-networking
with commercial networks and the Internet. Digital
technology enablers have led to a reduction in the costs of
investment, development, and maintenance. Digital
transformation, in essence, means the introduction of new
applications, mobility in monitoring and management, the
implementation of advanced smart solutions, and integration
with robotic systems.
Unfortunately, attacks on industrial systems from
cyberspace, have become increasingly popular among
hackers. Such incidents are seen as potentially very
threatening, and at times, they are often identified, only after
having taken place. In building a defence, consideration
should be given to the growing professionalism of attackers,
the formation of specialised groups, their ties with organised
crime, and actions ordered by competitors, including foreign
governments.
Attacks on important critical infrastructure installations,
may, at times, lead to the theft of sensitive information, and
lengthy actions through stealth. This is even worse, when the
purpose of an attack is to uncover the possibility of
permanent damage, or destruction of an installation. This
may be an element of dirty tricks by competitors in the race
for markets, the desire to delay research-development, or, in
the worst cases, support for military action.
The repertoire and manner of attacks in cyberspace are
constantly changing, and even surprising experts. Attackers
do not always resort to the increasingly inventive technical
means. They use, for example, all elements of information
war, such as hiding traces, drawing attention from the true
target, and providing company security specialists with other
harmful software.

Attacks on industrial systems
from cyber-space have
become increasingly popular.
Consideration should be given
to the growing professionalism
of attackers, the formation
of specialised groups, their
ties with organised crime,
and actions ordered by
competitors, including foreign
governments

Common defence is easier
Cyber defence, at the level of a specialised security department in a firm, is often difficult, especially, if this is not
the company's basic business. A security department is rarely
able to significantly influence a company's application and
understanding of business needs. Company management
boards are nominally responsible for security, but this is also
not always followed by a constructive understanding of
threats or, moreover, the desire to finance appropriate remedial measures.
Legal requirements are helpful, as they also allow for an
exchange of experience and knowledge. For this reason,
many countries have decided to impose special laws on the
protection of critical infrastructure, or generally, with regard
to cyber security. It is exceptionally vital, however, to take
action at the EU level, primarily because problems of cyber

It is different in the energy sector, where understanding
of the potential effects of cyberspace threats appears to be
greater. Without delving into the detail of proposed
solutions, it is most important to create sector mechanisms
with a foreign exchange of information on threats and
identified attacks, which facilitates joint action and standards
to assess a risk, apart from CERT response teams. There can
be everyday competition with regard to services and raw
materials, but the countering of threats is in the common
interest. Agreements are already being made at the level of
the ENISA (European Union Agency for Network and
Information Security) forum.
It is time to be fully aware that the problem of threats
from cyber space will certainly not disappear. They will
intensify, and require our attention. It is, therefore, worth
jointly pondering on how to manage this issue. ■
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US House of Representatives
votes to end oil export ban
Ian Brzezinski
Senior Fellow at the Brent Scowcroft Center
on International Security at the Atlantic Council

report, published in September, which estimated that American refiners’ profits could drop by 22 billion by 2025, if the
ban is lifted. Other US government reports, including some
from the Department of Energy, however, have projected
little to no price increases, and have supported ongoing
market research, which has concluded that lifting the ban
would benefit the U.S. economy as a whole.
The next hurdle to be overcome, by advocates of lifting
the oil export ban, lies in the United States Senate. Two key
committees in the Republican-controlled chamber have
approved legislation to lift the ban, but Majority Leader,
Mitch McConnell, to date, has yet to signal his readiness to
bring such language to a vote in the upper chamber. He
needs to secure ’cloture’, the requirement that 60 of the
chamber’s 100 senators, must agree to allow a bill to be
brought to their chamber’s floor for a full debate and vote.

On October the 9th, the United States House of Representatives voted to end the forty-year old ban on the export of
crude oil from the United States. The vote on H.R. 702, “an
act to adjust to changing crude oil market conditions,” is
an important milestone in the effort to lift the export ban.
However, the bill faces an uncertain future in the United
States Senate, along with the threat of a presidential veto.
The House voted 261-159, with 235 Republicans joined
by 26 Democrats supporting H.R. 702. Congressman Joe Barton, a Republican from Texas, introduced the bill last February. It is one of several initiatives to end the export ban that
has been introduced in recent years, in both chambers of the
United States Congress.
The export ban was put in place in the 1970s after the
Organisation of Petroleum Exporting Countries (OPEC) imposed an oil embargo on the United States and other countries, in retaliation for supporting Israel in the 1973 ArabIsraeli War. The embargo drove the price of gasoline in the
United States skyward, forcing its government to impose
gasoline rationing.
In response, Congress passed the Energy Policy and Conservation Act of 1975. Section 103 of the Act authorises the
President to restrict exports of coal, petroleum products,
natural gas, and petrochemical feed-stocks. H.R. 702 would
repeal Section 103.
Advocates of the bill assert that lifting the ban will
stimulate more petroleum production, increase American
exports, generate jobs, provide international allies and partners with a reliable source of energy, and “dilute the market
share of unfriendly countries.”
Those who want to keep the oil export ban in place,
argue that the continued dependence of the U.S. on crude
oil requires that it remains in force. Some also warn that
lifting the ban would lead to an increase in domestic energy
prices. President Obama stands with the bill’s opponents.
During the week prior to the vote, his Secretary of Energy,
Ernest Moniz, criticised the bill, and the White House
threatened to veto the legislation, if it is passed by Congress.
After the vote in the House, the White House issued a
“Statement of Policy” asserting that “legislation to remove
crude export restrictions is not needed at this time. Rather,
Congress should be focusing its efforts on supporting our
transition to a low-carbon economy. It could do this through
a variety of measures, including ending the billions of dollars
a year in federal subsidies, provided to oil companies, and
instead, investing in wind, solar, energy efficiency, and other
clean technologies to meet America’s energy needs…If the
President is presented with H.R. 702, his senior advisers
would recommend that he veto the bill. ”
Whilst the U.S. oil and gas industry generally supports the
legislation, some elements within that industry, oppose
lifting the ban. Jay Hauck of ‘The Crude Coalition’, which
represents a group of oil refiners, warns that lifting the ban
could raise their costs. He cites a Department of Energy

Advocates of the bill assert that
lifting the ban will stimulate
more petroleum production,
increase American exports,
generate jobs, provide
international allies and partners
with a reliable source of
energy, and “dilute the market
share of unfriendly countries”
In today’s Senate, attaining ‘cloture’ for a bill ending the
export ban, is a challenge for the Republicans, with their narrow majority of 54 votes. Senate Democrats control 44 seats
and can count on the support of two independents. Such a
procedural vote would likely fall along party lines, especially
with the President threatening a veto.
One possible strategy being considered, is to tie an end
to the oil export ban to a legislative priority of the Democrats:
for example, Senator John Hoeven, a Republican from North
Dakota, proposes binding language similar to H.R. 702 to
legislation that would reauthorise, and fully fund, the Land
and Water Conservation Fund, a law that acquires and
maintains national parks, wildlife refuges, and forests, with
revenues generated from the oil and gas industry. The fund
expired for the first time in 51 years at the end of September.
The House’s passage of H.R. 702 was an important step in
the effort to repeal the crude oil exports. However, if the
Senate baulks on voting to lift the ban this year, it is unlikely
that Congress will to do that in 2016. In an election year for
Congress, legislators will be wary of legislation that has any
prospect of being blamed fairly, or unfairly, for any rise in U.S.
domestic energy prices, even if that risk is negligible.
Nevertheless, the October House vote on H.R. 702, has
made the end of the oil export ban all the more certain, but
not necessarily this year, or the next. ■
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Oil companies split over
rigorous climate solution

Peter Whiley
Specialist, Grupa LOTOS

led initiative, as the potential remedies, such as carbon taxes
or the trading of carbon-emission permits, which are
deemed necessary to curb greenhouse gases, would almost
certainly result in raising the price of their fuels. The CEO of
ExxonMobil, Rex W. Tillerson, has often said that he would
support putting a high price on carbon, as long as it was
“revenue neutral”. Significantly, OGCI’s official declaration
omitted mention of a high carbon price, presumably to
retain their hopes of getting the American companies “to
eventually come on board”.
A major criticism of the OGCI’s declaration was that it did
not commit to any new limits on their own activities, preferring instead to follow rules and regulations set by governments. There was no move to be “one step ahead” of them.
The OGCI’s declaration did, however, note that governments
face a tough, dual challenge of allowing energy supply to
grow as needed, whilst, at the same time, lowering emissions.
However, the OGCI is in its early days, and creating a spirit
of collaboration, amongst normally competitive companies.
Several of these companies are facing up to new realities,
and changing the way they do business, with Shell and Total,
in particular, becoming more gas-oriented. The oil industry
may have ‘been in denial’ for years over climate change, but
this Paris meeting was ground-breaking indeed, as the OGCI
talked about partnerships and multi-stakeholder initiatives to
accelerate climate change solutions.
Environmentalists mocked the Paris Initiative, claiming
that “arsonists do not make good firefighters”, but one
should remember that the UN’s COP-21 Summit is only
going ahead thanks to sponsorship from fossil fuel
companies, and the OGCI proves that oil majors have
recognised that their future survival and development is
linked with the climate battle, and adapting to the new
challenges that lie ahead. ■

The leaders of ten of the biggest, global oil companies
have offered their qualified support for a new global
treaty on climate change, stating, in a written declaration,
that they share the ambition to limit global warming to
2 degrees C. The Oil and Gas Climate Initiative, (OGCI) as
the group calls itself, comprises a wide international mix:
Britain’s BP and BG Group, Shell, Saudi Aramco, Total,
Statoil of Norway, Italy’s ENI, Repsol of Spain, India’s
Reliance Industries, and the Mexican company, Pemex.
Their recent meeting, held in Paris, on October the 16th,
revealed their intention to collaborate and inspire their
industry to do more to combat global climate change, and
the group signed a declaration which called for “an effective
climate change agreement” at COP-21 in December. Their
statement also acknowledged that the existing trend of the
world’s net greenhouse gas emissions is not consistent with
the aim of a 2 degree C future.
The companies asserted that that they would make their
own production operations more efficient, vowing to
collaborate to limit gas flaring from their refineries, whilst
reducing methane that escapes from oil and gas installations.
They claimed that they had, in fact, already reduced their
emissions by 20% over the past decade. They also promised
to promote natural gas as a better option than coal, and
invest in carbon capture and storage, as well as renewable
energy. The OGCI further promised to work with car makers
and consumers to improve vehicle fuel economy.
However, notable by their absence at the Paris gathering
were American companies, especially Chevron and Exxon
Mobil. These oil majors seem to disapprove of the European-
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Fifty shades of black.
A global review of the energy business

Ian Walker
Managing Director, MEC International Ltd

been buying heavily on global energy markets, which in turn,
pushed up prices, but its return to nuclear, will remove that
pressure. Japan and its neighbours are becoming concerned
though about China building up its maritime presence near
the contested borders in the East China Sea, and about the
airport China is constructing on the Spratly Islands in the
South China Sea.
Admiral Katsutoshi Kawano, Japan’s top military man, has
spoken of Japanese plans to patrol the South China Sea,
following a new bill allowing the Japanese military to defend
other regions. The issue feeding these tensions is energy.
Staking a claim to rocky outposts makes a lot more sense, if
there are large energy deposits under the sea. China’s socalled ‘string of pearls’ – deep water ports stretching around
the world to the energy-producing Middle-East – reflect the
country’s desire to protect its energy supply routes. India is
amongst the countries worried by China becoming more
assertive on the seas.
Many energy producers are feeling under pressure. Russia
is facing recession, with sanctions adding to the misery.
Although Russia is talking of energy deals with China to replace falling demand from Europe, this will require infrastructure investment on a huge scale – and that, in turn,
would allow China to ‘play the global market’ to obtain the
best price. Already, Russia is anxious about losing influence in
the energy-rich Central Asian countries, as China’s new Silk
Road initiative means it is investing heavily in direct energy
deals with Central Asian states. The worry is that the Russian
bear may lash out – either by encouraging more military
action in the Ukraine, or by stirring up trouble in the Baltic
States.
The European Union is looking to reduce overall energy
consumption, and also to diversify supply, given the
uncertainty surrounding Russia, as a result of the Ukraine
situation. However, moves to set up an Energy Union do not
suit everyone. France remains heavily dependent on nuclear ▶

Energy players are in a painful place at the moment,
with companies and governments ‘tightening their belts’
as the price of oil remains low. The winners in the current
scenario, of course, are those who neither produce, nor sell
energy. However, ‘things are coming to a head’ and we are
all likely to be affected.
The possibility of another financial meltdown constitutes
a global threat. Up to one-third of US junk bonds are linked
to shale gas plays, where companies hedged their bets on a
$100 barrel of oil. As the outlook looks likely to be nearer to
$50 per barrel, many of these will default. After hundreds of
billions of dollars were invested in shale, there are looming
fears of boom turning to bust.
Shale players are ‘hanging in there’, hoping prices will go
up before their debt is due. Nevertheless, there is a
consensus that the world has an energy glut, with less of an
appetite for fuel guzzling. That is true, particularly in the case
of the Chinese economy, which currently resembles a super
tanker struggling to change direction. As low prices hit shale
production, previous talk of the US no longer being a net
energy importer by 2019, is also being revised. The possible
date for that landmark in US energy self-reliance has been
put back to 2030, at the earliest. That means the next four US
Presidents, just like their predecessors, will have to keep an
eye on what other energy producers are doing. The US will
continue to have an active international interest in global
energy markets. It will have to stay focused on the MiddleEast, as well as watching China and its Pacific neighbours.
The good news for the Japanese is that the nuclear
power plants, mothballed after the Fukushima disaster, are
gradually being turned back on. Consumers and the Japanese government should benefit from lower bills. Japan had
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China and the US coming from the ‘back of the pack’, to ‘the
front’, in setting more ambitious carbon targets. Sustainable
green energies are likely to be among the beneficiaries. The
biggest winners will be solar and wind power, alongside
nuclear in Asia, even though countries such as the UK and
Germany are cutting subsidies, because they are too
expensive, and distort local energy supply. A growing
interest in sustainable energies can be expected. Brazil, with
its sugarcane ethanol programme, is already a leader in
biofuels.

Fifty shades of black.
A global review of the energy business
CONTINUED

energy, whilst Germany is phasing it out. Some countries
depend on Russian gas, and have no easy alternative; others
still rely heavily on coal. If the EU wants to reduce coal as part
of its efforts to meet carbon targets, this might well mean
having to rely to a greater extent on Russia.
Iran is the ‘joker in the pack’. The nuclear deal holds out
the hope of sanctions being lifted and the country once
again becoming a global energy giant – but that will entail
major investment. Doubling oil production to 5.7 million
barrels a day, will cost an estimated $185 billion: and finding
the money to overhaul your energy infrastructure is difficult
at a time of low oil prices. Such investment in Iran could,
therefore, drain some funds away from other OPEC members
– a potential source of further tension, at a time when an
unofficial Shia-Sunni civil war, with Iran and Saudi Arabia,
respectively, leading the opposing sides, is getting fiercer in
Yemen, Iraq and Syria. Ironically, the energy-rich eastern
province of Saudi Arabia has a Shia majority, whilst some of
the richest energy regions of Iran have a significant Arab
population.
Saudi is one of the biggest losers in the current scenario.
Initially, it was perceived in some quarters that the Saudis
welcomed low oil prices, as a means of driving the US
fracking industry out of business. The reality, however, is that
they are now caught in a price trap, where every single
increase in the oil price will bring more shale back on to the
market, so pulling prices back down. Saudi’s reserves fell
from $746 billion in September, 2014, to $672 billion by the
end of June this year.
If they keep on taking out $2 billion a week from their
reserves, they can stay in the black for six more years.
Another drain on revenues is the fighting in Syria and
Yemen, which the Saudis are bankrolling. Domestic subsidies
have risen by $130 billion, but civil unrest is likely if they are
not maintained.
In Africa, Nigeria is amongst those worst hit by low oil
prices. The country produces 1.8 million barrels a day of lowsulphur oil. However, US tight oil (or shale oil) is also low
sulphur, a fact which is aggravating an already difficult
market. The ratings agencies forecast that Nigeria will go
‘into the red’, at a time when the government already has a
fight against the Islamist extremists of Boko Haram on its
plate.
Norway, meanwhile, has built up a sovereign wealth fund
of £560 billion, the world’s biggest, through investments on
global markets, that amount to 1.3 per cent of global stocks.
However, some 20,000 oil jobs are currently at risk. If Norway
raids its fund – it is permitted to take out 4% of the value
every year – then, global markets could also ‘feel the pinch’.
In Latin America, Brazil is better placed than other
producers such as Venezuela and Mexico, as it has a diversified economy and has pioneered biofuel innovations.
Venezuela, by way of contrast, relies on oil sales for 95% of its
income – and revenues have plummeted at a time when the
country is facing a $15 billion bill in bond repayments over
the coming eighteen months.
Unrest is growing, and the government is lashing out,
making threatening noises towards Guyana, which has just
discovered large energy reserves. So, December’s elections
promise to be interesting.
The Paris climate summit in December is expected to see

The Paris climate summit in
December is expected to see
China and the US coming from
the ‘back of the pack’, to ‘the
front’, in setting more
ambitious carbon targets.
Sustainable green energies are
likely to benefit
After Paris, more countries will be looking to learn
lessons, although some argue that Brazil’s biofuels
experience is closely linked to its climate and sheer size, and
will, therefore, prove difficult to replicate in other countries.
Offshore oil from the Arctic, the Atlantic and the Gulf of
Mexico requires prices above the present level, in order for
producers to break even. It is likely that there will be
underinvestment in upstream exploration, and that
eventually demand will out-strip supply. No one knows when
that might be, however – and history tells us that when
everyone does agree about how the oil market will behave,
something then happens to upset those predictions.
Shale will be a key factor as exploration technology
becomes increasingly efficient, costs are reduced, and
fracking takes off in more countries. One good tip, therefore,
is to watch the price of guar gum in India, as this is an
important thickening agent in the fracking fluids. Indian
exports of guar shot up from $200m in 2009, to $2.4billion in
2013, thanks to US shale demand. The price of one tonne of
guar powder dropped from$3,500 to $2,000 in the year to
August – so if you see more Indian farmers with smiles on
their faces, it’s a clear sign that the frackers are back. ■
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Fully-fledged Southern Gas Corridor
by 2020: European gas race between
Iran and Turkmenistan

Nevertheless, it is very possible that the EU will not need,
or simply, will not be able to purchase both Iranian and
Turkmen natural gas together, beyond 2020. The Union
adopts a neutral stance between the two countries and their
race to supply Europe with gas. The Commission will
consider all economically and politically viable projects in the
near future, to strengthen its energy security and secure diversification of natural gas supply routes. In this situation, also
bearing in mind that even if Iran or Turkmenistan do eventually sell gas to Europe, in the short to medium term, the
only possible way for it is only through the TANAP. Iran can,
therefore, become a major competitor to neighbouring Turkmenistan, holder of the world’s 4th largest proven reserves.

Iran joining the European gas race – cardinal change
of geopolitical patterns in the Caspian Basin?
Iran’s joining the geopolitical energy picture will definitely
change the balance of powers in the Caspian Basin, and alter
the energy landscape in the region. The Islamic Republic may
become not only the strongest player, but also the gamemaker. The willingness of Iran to participate in the Southern
Gas Corridor pipeline project (SGC), with continuing efforts to
reach the European energy market is clear. Natural gas, via
the TANAP, to the amount of 10 bcm/year, will reach Europe
by 2020, but it has already been fully contracted by the
consumers. In January 2020, the TAP should also come on
stream with 10 bcm/year of Azeri natural gas. However, the
next phase of expansion of the SGC will only take place in
2026, and until then, only an extra capacity of ca. 10
bcm/year for additional natural gas volumes will be available,
due to the limited transmission capacity of both pipelines.
Increasing the exports of natural gas is among the main
goals of the Islamic Republic’s 6th Economic Development
Plan, which is due to start in 2016. Iran hopes to trigger the
inflow of new, foreign direct investments in the country’s
energy sector, which would help it increase its natural gas
exports to Europe by up to 20-25 bcm/year.
Iran truly has great potential, but it probably will not be
able to play an important role in the international gas
markets, earlier than 2020, as it does not possess the
necessary technology and infrastructure to implement all ▶

Iran's natural gas production vs. consumption

Turkmenistan's natural gas production

Eldar Latypov
Energy Policy Analyst, CEEP
Iran, together with Turkmenistan, possesses almost
28% of the world’s total proven natural gas reserves.
When the imminent lifting of Western sanctions takes
place, Iran, holder of the world’s largest natural gas proven
reserves, will do everything to re-establish its export of
hydrocarbons (oil & gas) to Europe, in order to spur the
nation's sanctions-battered economy’s recovery, although
this contrasts with Iran’s recent statement that they will
not sell gas to Europe, to soothe the Russians, who are
now needed for their political and economic plans.

vs. consumption

Domestic natural gas production (bcm)

Domestic natural gas production (bcm)

Domestic natural gas consumption (bcm)

Domestic natural gas consumption (bcm)

Source: CEEP, generated from BP Statistical Review
of World Energy 2014

Source: CEEP, generated from the official data of BP, EIA,
and the Turkmenistan State News Agency
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of a powerful gas transmitting system, the East-West, will
ensure the efficient transportation of significant natural gas
amounts to the country’s port city, Türkmenbaşy, which is
supposed to be the starting point of the proposed TransCaspian pipeline (TCP), a 300-kilometer pipeline under the
Caspian Sea to Azerbaijan, and the SGC. The East-West
pipeline project will be connected with the TCP, and will play
a major role in the export of Turkmen gas to Europe, by
going under the Caspian Sea.
Technically speaking, the TCP pipeline can be built by
2020. However, to overcome political obstacles standing in
the way of Turkmen gas to Europe, more effort will be
required.

CONTINUED

major projects on gas production. Iranian gas is mainly
concentrated in the south around the Persian Gulf, and there
is not sufficient infrastructure to transport it to the north, so
ironically, Iran has to resort to buying gas from Turkmenistan
to supply its Northern provinces. The lack of infrastructure is
a major obstacle for Iran, as domestic natural gas consumption is growing tremendously. In the last 12 years, Iran's
domestic consumption has more than doubled from 80 bcm
in 2002, up to more than 160 bcm in 2014.
It is notable that Turkey imports Iranian gas to the
amount of about 10 bcm/year, via the Tabriz-Ankara pipeline,
with a throughput capacity of a maximum 14 bcm. However,
supplying large volumes of gas to Europe must remain a
long-term goal for now.

Conclusions
One can see that once the sanctions on Iran are lifted, the
breakthrough of Iranian gas exports will likely begin, but, not
earlier than 2020, due to the lack of appropriate
infrastructure and high domestic consumption. This places
Turkmenistan in a more competitive position, due to the
prompt completion of the East-West pipeline, and the
country’s relatively low domestic consumption. For the
delivery of Turkmen gas to the European market, the most
economical and feasible option is construction of the TCP to
Azerbaijan, where it will link with the TANAP.
The TCP is the perfect opportunity for Turkmenistan to
diversify export routes, which will not only strengthen the
country’s energy security, but also increase its strategic
importance in the region. In this context, Turkmenistan
should focus on joining the mutually beneficial SGC pipeline
project, as soon as possible.
It would then benefit from diversifying its energy exports,
and have the opportunity to increase regional integration
with neighbouring countries, such as Azerbaijan and Turkey,
whilst participating in competitive, international energy
trade. Time will reveal the outcome of the Caspian natural
gas race to reach Europe, but Turkmenistan, at this stage, is
first ‘out-of-the blocks’. ■

Turkmenistan – one step ahead
Turkmenistan is in a much better situation - due to the
nation’s relatively small population and low domestic
demand for natural gas; which means that domestic
consumption is not a challenge for it, and the net export
capacity is still big. In 2013, the production level was 62.3
bcm, but domestic consumption only reached 22.3 bcm. By
2030, it is planned to increase the production of these
volumes up to 230 bcm, and use them mostly for exports.
The EU has stressed that it is ready to buy solid amounts
of Turkmen gas in the long-run, paying in hard currency. It is
also willing to support Turkmenistan’s linking up with the
SGC. By diversifying its natural gas exports to Europe,
Turkmenistan could become the key energy supplier in the
region. This perspective is clearly justified as the construction

Source: www.caspianbarrel.org
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’New Impulse 2015’ for
Central Europe Energy Partners

Jan Jujeczka
Central Europe Energy Partners

infrastructurally integrating the whole continent, diversifying
domestic energy markets, enhancing our industry’s competitiveness, and providing Europe with strategic security.
These aims demand a broad coalition at the EU level.
I am glad that, thanks to CEEP, this co-operation is not only
possible, but also effective,” Paweł Olechnowicz, Chairman of
the Board of Directors of CEEP, declared.

Central Europe Energy Partners (CEEP) has won the
‘New Impulse 2015’ title. It is an award for institutions
that bring new quality into the economy, and provide
the energy sector with fresh impulses to develop.
The award’s jury underlined that CEEP effectively
represents the interests of energy and energy-intensive
companies from Central Europe, and strengthens the
region’s energy security within the framework of a common
European policy. Five years after its foundation, CEEP has
managed to integrate Central European firms and
institutions who share the need for a stable legal
environment and the security of energy supplies. As a result,
CEEP has become an indispensable partner for the European
administration, in the process of creating new regulations,
that affect the sector of raw materials and energy.
”The ‘New Impulse’ awards all companies, institutions,
and people of our region – from Lithuania to Croatia – who
wish to build a stronger, more resilient and more competitive
Europe. A Europe, whose growth is based on strong fundaments, such as affordable energy sources, well-developed
infrastructure and the free flow of resources in the whole
continent. Thanks to CEEP, producers and consumers of
energy from Central Europe speak in Brussels with ‘one
voice’. Indeed, this voice is already strong, which has been
proved by progress in work on the Energy Union, and
support for the North–South Corridor from representatives of
the European Commission. We stand a real chance of

The ‘New Impulse’ awards
all companies, institutions,
and people of our region –
from Lithuania to Croatia –
who wish to build a stronger,
more resilient and more
competitive Europe
The ‘New Impulse’ title is awarded by the editorial team
of an economic monthly, ‘Nowy Przemysł’, and a business
portal, Wnp.pl. This year, the title was also granted to the
Polish Electricity Association (PKEE), a CEEP member, which
engages in actions and projects, thanks to which, the power
industry can better meet the challenges related to European
integration, ensuring power supply safety, a competitive
market, environ-mental protection and development of
state-of-the-art technologies. ■
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NEWS FROM THE REGION

The 65th Energy
Dialogue at the
Reichstag

Poland’s Renewable Energy Market
draws new investors
Impax Asset Management Group Plc, a London-based
investment firm has just completed a 182 million Polish
zloty (app. $48 million) refinancing for its Kisielice wind
farm in northern Poland. The funds will be used to
refinance a 22MW expansion of the wind farm, which
was commissioned in 2013. It currently has a capacity of
42MW. Poland is aiming to get 15% of its energy from
renewables by 2020, and installed 3.7 GW of wind power
plants last year. (www.renewableenergyworld.com)
Romania: a gas reservoir of 30 billion cubic metres,
discovered in the Black Sea
Lukoil, PanAtlantic and Romgaz claim to have discovered in the Romanian offshore perimeter, a gas deposit currently estimated to amount to at least 30 billion cubic metres. According to preliminary results of the analysis of data, obtained during the drilling and geophysical
investigations, the probe encountered a gas deposit of a
thickness of 46 metres in the EX30 Trident block in the
Black Sea.
Lukoil Overseas, which is wholly owned by Lukoil, has
a 72% share in the project. PanAtlantic Petroleum owns
18%, and Societatea Nationale de Gaze Naturale Romgaz
SA owns the remaining 10%. (www.energynomics.ro)

Alexandru Zegrea
Consultant, Pflüger International
The 65th Special Energy Dialogue at the Reichstag
discussed the topic of ‘The Future of the Energiewende
– The Current Legislation Between Competition and
Regulation’, and was held at the invitation of Prof. Dr.
Friedbert Pflüger, Janusz Reiter and CEEP, on September
the 25th, 2015.

Shell to explore a 7,000 km2 area off Bulgaria
Bulgaria has chosen Royal Dutch Shell to explore a
7,000 square km area of its Black Sea coast, Energy
Minister, Temenuzhka Petkova, announced, adding that
the parties are expected to sign a contract in October.
According to Reuters, Shell committed to investing 18.6
million euros ($21 million) in seismic surveys of the block.
Silistar is near to a block in Romanian waters, where
Austria’s OMV has said it could produce up to 84 billion
cubic metres of gas. (Natural Gas Europe)

Prof. Dr. Florian Bieberbach, CEO, SWM – Stadtwerke
München, announced that his company is heavily investing
in the Energiewende, having spent, up to this point, over
€3bn on Germane projects. From his perspective, the proposed and existing legislation – and particularly, the new draft
regarding co-generation – is very appropriate and constructive, although some aspects could be tweaked and the pace
of implementation accelerated. Prof. Bieberbach also firmly
believes that Germany will need to install a capacity market,
as occasional price peaks will be insufficient to financially
support the financing, construction and operation of power plants.
According to Mr. Oliver Krischer, MP, Deputy Chairman,
Bündnis 90/Die Grünen Parliamentary Group, the biggest
challenge for the Energiewende is to achieve its energy and
climate policy goals, whilst maintaining German economic
competitiveness in Europe and worldwide. In order to reach
this goal, Mr. Krischer holds that the Government has to substantiate the aims of the Energiewende, through policies that
continue to support low-priced renewables, discontinue subsidies for energy generation from coal, and enable the transition to gas power plants, in order to achieve a financially and
environmentally sustainable design of the electricity market.
Katherina Reiche, Chief Executive Officer, German Association of Local Utilities, believes that the Energiewende will
continue, no matter what the colour of the Federal Government in 2017, or 2021, is; but it is uncertain what the most
efficient path will be, and which technologies will prevail.
There are several challenges that will need to be tackled by
coherent and market-based approaches: and the emphasis
of the Energiewende will slowly shift from decarbonisation to
digitalisation, whilst its acceptance within the general population, is highly dependent upon the price of electricity, and
it needs to build a solid partnership with the public utilities,
who are essential for the success of this grand project. ■

First gas interconnector between Poland and Lithuania
ends the energy isolation of the Baltic States
The President of the European Commission, Jean-Claude Juncker, welcomed the signing of the grant agreement on the GIPL (Gas Interconnector Poland–Lithuania),
the first pipeline connecting Poland and Lithuania. The
gas interconnector will end the long-lasting isolation of
the Baltic Sea region, and produce the energy needed for
a new economic dynamism in the region.
Witnessed by President Juncker, together with the Prime Minister of Poland, Ewa Kopacz, the President of Lithuania, Dalia Grybauskaité, the Prime Minister of Latvia,
Laimdota Straujuma, and the Prime Minister of Estonia,
Taavi Rõivas, this step is also a breakthrough in terms of
increasing the security of supply and bringing more
resilience to the European energy market.
Construction of the project is set to start by
December, 2019. Its total cost is €558 million, which will
be funded by the Baltic States and private investment,
alongside the Commission’s contribution, made under
the Connecting Europe Facility.
The gas pipeline will stretch some 357 km in Poland
and 177 km in Lithuania. It will be capable of delivering
2.4 billion cubic metres of gas per year from Poland to
Lithuania, and 1 billion cubic metres of gas per year from
Lithuania to Poland.
GIPL is the first gas interconnector between the
Eastern BalticSea region and Continental Europe. (ec.europa.eu)
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MEDIA PARTNERS

The European Autumn Gas Conference

The World LNG Summit

CEEP is a media partner of the 30th anniversary edition of
the European Autumn Gas Conference, taking place this
year in Geneva, from the 17th to the 19th of November.

CEEP is a supporting association of the World LNG Summit
& Awards Gala Dinner which will take place in Rome, Italy,
from the 1st to the 4th of December.

Europe’s longest-running annual gas conference is now
entering its 30th year! The last twelve months have
witnessed fundamental shifts taking place within the global
energy space, including the oil downturn, and the first US
LNG exports coming online within months.
The EU Commission’s ‘Energy Union Plan’ is once again
recognising the flexibility and key opportunities presented
by LNG, and is already in the process of encouraging many
Central European States – particularly in the Bal-kans – to
invest in new LNG infrastructure with supporting subsidies.
This year’s momentous 30th anniversary edition of the
European Autumn Gas Conference will be looking to
analyse these influential scenarios, heralding a much
brighter future for gas in Europe, by assessing the drivers
and challenges in connecting European gas markets with
new global opportunities. ■

The CWC World LNG Summit & Awards Gala Dinner is an
international forum of world leaders, thinkers, and active
participants within the LNG Industry. The programme is
entirely business-focused around LNG issues, practical ideas,
and innovations that will steer the industry forward. Its global
diversity will also show there are several ways to interpret
and deal with the challenges and opportunities ahead. This
will be an ideal opportunity to access and network with key
international LNG buyers and sellers, and hear about the
latest industry developments.
This year’s main topics: Transforming Business Models –
How Can Players Innovate and Flourish?; LNG Leaders’ Panel:
What Are the Enablers to Drive Growth for the Industry in the
Next Five Years? Europe’s Emergence as a Key LNG Balancing
Market – What Does it Mean? ■
Further information: www.cwclng.com/WORLDLNG

Europe’s Strategic Choices:
Building Prosperity and Security

ENERGY ECHO
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)

CEEP is a media partner of the Europe’s Strategic Choices:
Building Prosperity and Security event, organised by
Chatham House on the 5th – 7th November, in Berlin.
Europe faces challenges on many fronts and now is an
important moment to reinvigorate the debate about Europe’s place in the world and its ability to protect its interests
and enhance its prosperity. Chatham House and its partners,
the Institute for Security Policy at the University of Kiel and
demosEUROPA, have launched an annual strategic dialogue
to explore and understand the complex set of circumstances
in which Europe is operating. The conference brings together senior politicians, business leaders and thinkers from
across Europe and will explore the issues of economic
competitiveness, energy investment and security policy in
the context of a very competitive international environment.
Confirmed speakers include:▪Dr Wolfgang Schäuble, Federal Minister of Finance, Germany; ▪ Professor Marek Belka,
Governor, National Bank of Poland; ▪ Alexander Stubb, Minister of Finance, Finland; ▪ Ine Eriksen Søreide, Minister of
Defence, Norway; ▪ Danuta Hübner, MEP; European Commissioner for Regional Policy (2004-09); ▪ Dr Ulrich Dohle,
Chairman of the Executive Board and CEO, Rolls-Royce Power
Systems AG; ▪ Barbara Novick, Vice-Chairman, BlackRock
Inc.; ▪ Enrico Letta, Dean, Paris School of International
Affairs, Sciences Po/PSIA. ■
Further information: http://cht.hm/1NWrVvF

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)
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TWEETS OF THE MONTH
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2015

15
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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
The high-level summit of
the Presidents, Prime Ministers, Foreign Ministers
and Ambassadors of
Austria, Bulgaria, Croatia,
Czech Republic, Estonia,
Hungary, Latvia, Lithuania,
Slovakia, Slovenia, Poland,
and Romania. The group
met on September the
29th in Washington, DC
on the sidelines of the 70th
session of the UN General
Assembly, in order to
discuss the enormous
political, economic and
social benefits that the
North–South Corridor
would bring to the whole
of Europe.

Photo: Andrzej Hrechorowicz
Courtesy of the Chancellery
of the President of Poland

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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