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ENERGY SUMMIT

29+1 Energy Summit
CEEP members ask for a fair energy transition
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CEEP members are urging 100% free EUAs for energy-intensive industries, 

such as chemicals, fertilizers, refineries, and steel, until 2030, as well as 

a 100% derogation for power plants that use new technologies with a 43% 

energy efficiency (lignite) and 45% (coal). Moreover, they request the 

strengthening of the beneficiary Member States’ control over the 

Modernisation Fund, and ask for the right to give subsidies to indigenous 

fossil fuels, to the extent decided by each Member State. 

These are the main recommendations of the ‘29+1’ Annual

Energy Summit, organised by Central Europe Energy Partners (CEEP),

in co-operation with GLOBSEC, on October the 27th–28th, in

Bratislava.

CEEP members – who comprise Central Europe’s leading energy

and energy-intensive companies – entered into a comprehensive

dialogue with the European Commission’s Vice-President in charge of

Energy Union, Maroš Šefčovič, only weeks before the publication date

of the European Commission’s legislative ’Energy Union Package’. In

this context, they underlined that the security of supply in the

electricity sector should take into account different electricity mixes

across the EU Member State and it should also address the power

availability for trade and market transactions.

“The new proposed target of 15% of electricity interconnections
for 2030 should be thoroughly analysed as it can negatively affect the
electricity markets in Central Europe, given their limited ability to
transport the unscheduled loop flows that prohibit proper market
exchanges. This can substantially influence the flows of energy in the
Member States making the whole system unstable” said Eryk

Kłossowski, Chairman of the Board of Directors, CEEP.

The Bratislava Memorandum, which was handed to Commissioner

Šefčovič on this occasion, reflected the general position of

participants.

They welcomed the further development of the Energy Union

which should be built on mutual trust and solidarity, especially at a

time when the EU is facing major turbulences. They also stressed that

whilst the EU promotes its achievements and leading role when it

comes to CO2 emissions reductions and the Paris Agreement, it

should also strive to ensure affordable energy prices for the industry

to be competitive, and encourage the necessary economic growth in

Central Europe, in order to reduce the gap with Western Europe.

“I welcome the Bratislava Memorandum and appreciate the

efforts the members of the CEEP have put into its preparations. At

European level we are working hard towards creating an Energy

Union that will provide all Europeans with energy supply that is

secure, sustainable, competitive and affordable. At the same time we

are open to views of stakeholders and partners as these are

invaluable in the process of creating our legislation,” stated Maroš

Šefčovič.

Participants agreed also that further development, with the

Commission’s support, of gas infrastructure in Central Europe, mainly

the North-South corridor, would facilitate creation of integrated

market of energy in the region with necessary interconnections and

gas storage facilities. It has already helped the price difference for gas

paid by the Central European countries to drop significantly, but still

remains higher than for Western countries.

“Europe, in order to reach the climate goals agreed in Paris, will

have to decarbonise its economy. But nowhere more than in Central

Europe climate policy has to be accompanied with right political

context where energy infrastructure development and diversity of

supply are of utmost importance,” stated Robert Vass, President of

GLOBSEC. ■

Family picture in Bratislava, Maroš Šefčovič, CEEP members

and other representatives from Central Europe, 2016
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MEMORANDUM

Bratislava Memorandum
29+1 Energy Summit

28th of October 2016

ETS reform

The EU is a world leader in reducing CO2 emissions. The EU,

with its 8.72 CO2 tonnes of emissions per capita in 2014, is well

below the emissions levels in the US - 16.50, in Canada - 15.90, and

Australia - 17.30. Each tonne of CO2 emission cuts, costs around

400 EUR, which constitutes a serious challenge for our

competitiveness, both regionally in the EU, as well as locally.

Furthermore, one cannot deny its impact on carbon leakage, which

can harm economic growth and increase unemployment. On top

of that, there is an important asymmetry in the way CO2 emission

cuts are spread among different energy-intensive industries and

economies.

Our suggestion is to provide, until the end of 2030, 100% free

EUAs, for energy-intensive industries, such as chemical, fertilizer,

refineries, and steel, as well as a 100% derogation for power plants,

that use new technologies with 43% energy efficiency (lignite) and

45% (coal), whilst strengthening the beneficiary Member States’

control over the Modernisation Fund. Moreover, EU ETS should

ensure long-term predictability, simplified governance,

technological neutrality, and flexibility, to evaluate investment

strategy depending on changing market and regulatory

environments. Taking into consideration the immense financial

resources that should be used, in order to fulfill the EU’s climate

goals, Member States should have the opportunity to review their

National Investment Plans.

In our opinion, the application of ad-hoc instruments as

backloading, MSR, or a linear decrease of allowances, will not

stimulate additional decreases of CO2 across the EU. On the

contrary, it will be harmful for the development of the Central

European energy and intensive-energy industries. Given the

progress through innovations and technology, even if the free

allowances were to be granted, the EU would surely fulfill its 2030

goals, and would remain a world leader in CO2 emission cuts.

Renewables

We strongly support the Commission’s point of view that the

renewables target should be “met in a sustainable and cost-

effective way” meaning that the low-emission transformation

should not cause significantly high costs for consumers. The cost

of transformation must respect the holistic approach which

includes the overall cost for the national electricity system – i.e.

including the cost of back-up generation capacity.

The differences among Member States’ share of renewables in

energy mix are a consequence of national preconditions in terms

of geographical potential, fuel sources and the ability to pay for

RES technologies. Still, investments in RES are much more

expensive than with fossil fuels, especially coal, which is still the

cheapest and non-intermittent indigenous source of energy. We

need affordable energy prices to be competitive and ensure

economic growth, so that is why subsidies should also be allowed

for indigenous fossil fuels, to the extent decided by each Member

State. This would address the asymmetry of the RES deployment,

which cannot be equal across the EU countries.

Energy infrastructure

We acknowledge with great satisfaction, the development of

gas infrastructure in Central Europe, with the EU support. Due to

the progress in this field, the price difference for gas paid by the

Central European countries, in comparison to the EU-15, has

dropped significantly, however, it still remains higher than in the

Western part of our continent.

We would like to support the idea of building up the North-

South Corridor, which would facilitate the creation of an integrated

market of energy in the region, with the necessary

interconnections and gas storage facilities.

In this context, we are convinced that solidarity and mutual

trust should constitute the grounds for an integrated energy

market. This is why we oppose projects, such as Nord Stream II,

which undermines European solidarity, creates division lines, and

breaches the European Union’s competition and energy laws.

Internal electricity market

Electricity interconnections between the EU countries, securing

10% of energy flow between EU Member States, will be reached by

2020. The new proposal of 15% for the 2030 perspective, should

be thoroughly analysed, as it can negatively affect electricity

markets in Central Europe, given their ability to transport the

unscheduled loop-flows that prohibit proper market exchanges.

They can substantially influence tradeable flows of energy in

Member States, thereby making the whole system unstable.

We, therefore, strongly support a proper approach to the

electricity market’s functioning, which means that interconnectivity

indicators should take into account the supply, the demand, and

the availability of power. ▶

Taking into account the importance of energy for societies, the global 

economy, and particular regions and states, the representatives of the 

companies from the energy and energy-intensive sectors from Central 

Europe met for the 5th edition of the annual ‘29+1’ Energy Summit in 

Bratislava, in order to discuss the main challenges facing the energy 

sector in Europe.

The EU has found itself at a crossroads, facing numerous internal and 

external challenges. Continuing financial problems, Brexit, lack of trust 

in the European institutions, and growing anti-European sentiments, 

which question the objectives of the European project, comprise the 

main concerns of European societies, politicians, and businesses.

The geopolitical situation revolving around the EU, has also evolved, 

dramatically. Both in the East and in the South, we can observe serious 

turbulences which influence the EU directly. We are witnessing 

unprecedented migration and humanitarian crises, state failures, and 

military conflicts within the proximity of the EU’s borders.

In the opinion of Central European companies from the energy and 

energy-intensive sectors, all these challenges should be addressed in 

the spirit of solidarity and mutual trust, in order to ensure sustainable 

economic growth and the prosperity of our continent.
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MEMORANDUM

Bratislava Memorandum
29+1 Energy Summit

Security of supply 

In the gas sector, Central Europe remains mostly

dependent on one supplier. Hence, we support the

Commission’s efforts to diversify the routes and sources of

energy supplies. Meanwhile, we stand for transparency in the

gas contracts, and strict application of the EU rules and

principles for all companies, active within the EU internal

market, including those from the third countries.

The oil sector remains quite diversified, due to the

substantial investments from previous years. However, global

changes in the oil market, have enforced further expenditure in

oil storage facilities and critical oil interconnections. Those

projects should be supported by EU funds.

The security of supply in the electricity sector, should take

into account the different electricity mixes across the EU

Member States. It should also address the power availability for

trade and market transactions. A limited contribution of EU-

wide solutions for the regional security of supply situation in

electricity, should guide the EU towards limiting its role and

leaving the scope of activity for properly defined bidding

CONTINUED

EDITORIAL

CEEP members in Bratislava 

Bogdan JANICKI

Editor-in-Chief

Following four successful editions of the Energy Summit ‘29+1’ in 

Budapest (2012), Vilnius (2013), Bucharest (2014), and Warsaw (2015), 

CEEP’s members gathered this month in Bratislava. They came 

together, and voiced a clear message to the EU Commissioner 

responsible for Energy Union: the energy transition should be a fair 

process, ensuring affordable energy prices to encourage the 

necessary economic growth in Central Europe.

Innovative technologies and gains in efficiency can help

reduce costs, and increase competitiveness for European energy

and energy-intensive businesses, without affecting the positive

trends and the leading position of the EU, when it comes to CO2

emissions cuts. We republish here the full memorandum, which

was handed to the European Commission’s Vice-President, and

special guest at the event, Maroš Šefčovič.

This year’s ‘29+1’ edition also provided an opportunity for the

new Chairman of the Board of Directors of CEEP, Eryk

Kłossowski, to share his vision of the future of the energy sector

in Central Europe, as well as outline his plans and ambitions. In

this CEEP Report, we are publishing an interview with him, which

is focused on energy markets, power grids, and technological

innovation. He confidently predicts a blockchain breakthrough.

Another focal point of this report is the analysis concerning

cyber criminality, which has no borders. The authors shows how

a cyber-attack on energy infrastructures would have significant

economic implications. Just to quote a quick figure, a grid failure

in 15 American States would cost the US economy an amount

ranging from 243 billion to one trillion dollars.

Furthermore, as we promised in the last edition, we are

publishing a breakdown of the U.S. LNG export projects that are

not yet under construction.

Last, but not least, the preparations for the first edition of our

Central European Day of Energy event in Brussels, are advancing

at high speed, and we encourage you to register on the website,

as soon as possible: www.ceep.be/cede2016. ■

zones, and regionally defined, voluntary co-operation between

the transmission system operators.

Final conclusions

We strongly appreciate all efforts and the engagement of the

Vice-President of the European Commission, Mr. Maroš Sefčovič,

in building a resilient Energy Union, which would deliver secure,

sustainable, competitive, and affordable energy for EU consumers.

In this light, we would welcome serious consideration of the

proposals and suggestions listed and outlined in this

Memorandum.

We are ready to co-operate closely with the EU institutions, on

further works, and look forward to continuing a fruitful and sincere

discussion during the Central European Day of Energy, which is

scheduled to take place on the 9th December, 2016, in Brussels. ■

Eryk KŁOSSOWSKI

Chairman of the Board of Directors

Central Europe Energy Partners 
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INTERVIEW

Eryk KŁOSSOWSKI: “Locational marginal pricing supports 
the integration of RES in the energy market” 

How do you evaluate the functioning of the electricity markets in 

Europe? 

Eryk Kłossowski (EK): The outcome of a number of market processes

does not reflect the laws of physics prevailing within the electricity

grids. We cannot call the market functional, if its mechanisms do

not allow the rejection of trades, which do not respect physical

constraints inherited in the very design of the power grids. Every

good textbook on the economics of power systems, states that

certain combinations of bids placed on both sides, supply and

demand, cannot be accepted if they result in the overloading of the

lines. A lot of arguments have arisen, in the case of loop-flows,

from the trading within the German-Austrian price zone. The fact

that the border between the two countries has not been drawn, is

often indicated as the culprit. ACER (the Agency for the Co-

operation of Energy Regulators) is concerned with the fact that

TSOs reserve an unreasonably high margin between the capacity of

interconnectors offered and their theoretical thermal capacity.

However, only a few experts realise the actual root cause of those

problems.

The price development process on the markets is the main

cause for loop flows, and we have struggled with costly remedial

actions for some time. Have a look at Platts’ quotations for fuels

and other commodities. In terms of their pricing, what is the main

difference between electricity and other commodities? In fact, the

prices of other commodities are localised. They are also shown

separately for different ports of destination. In contradiction,

electricity is traded as though we all lived on a copper plate and

actual flows between the energy points are of no matter. To the

greatest surprise of people from outside the sector, in the electricity

business, contractual terms like CIF, DAF, DDU have no real

meaning. This is because the cost of transportation is always built

into transmission tariffs. This was both practical and reasonable,

and it worked for many years, during which the power systems

were stable to a large extent.

Ever since we started dealing with a deep penetration of

intermittent RES sources, this in-built cost does not consist

anymore of only regulatory asset value, plus WACC (weighted

average cost of capital). Now, we have to add to it, the costs of

remedial actions, such as the re-dispatching of the generation

units, carried out in order to rescue power lines overload, due to

the trades which do not respect the laws of physics, and because of

the bidding zones delineation, which does not respect the grid’s

topology. Hence, as long as we do not implement the proper

mechanisms, based on nodal pricing for balancing the market and

flow-based allocation of interconnectors’ capacities, the markets

will not function properly.

Do you think that the German ‘Energiewende’ model should be 

implemented by other EU countries?

EK: For many years, Germany has implemented a form of economic

growth, driven mainly by trade surplus. This has entailed transfers

of money from households to enterprises. We all know that a

tripartite agreement between the German trade unions,

government and employers on restraining wage growth, gave rise

to excessive savings, which allow German enterprises to invest

domestically and abroad. ‘Energiewende’ is yet another instrument

of implementing a similar policy – the subsidisation of enterprises

to the cost of households. Have a look at the structure of energy

prices – the difference between electricity bills paid by households,

and energy-intensive businesses, is sufficient to realise the rules of

the game. Putting an ambitious RES market share and

decarbonisation targets aside, it is the entire story behind

subsidising German exports and investments. For the rest of

Europe, it is not feasible to follow the same path that Germany

goes along, because someone has to spend heavily, if the largest

economy of the continent pursues excessive savings. This arises

simply from the basic accounting rules.

Then, is there any room for the integration of RES and DSR (demand 

side response) within the energy markets, as they are in 2016?

EK: I am not so skeptical, as you might think, concerning the

perspectives of RES and DSR integration into the market. There is

one condition, however, the markets should function properly.

Locational, marginal pricing supports the integration of RES and

DSR. DSR as a problem solving tool should be valued, according to

the location of the problems we struggle with. Yet, if we continue to

value this service, as though it were provided on a copper plate, it

does not make sense. The supporters of RES and DSR insist on

implementing a binary economy. RES asks for near zero prices

(given their near zero marginal cost of generation), whilst DSR asks

for prices near the value of the lost load. It is not a sustainable

model from an economic point of view. However, locational

marginal pricing, shortened gates on the market, and short time

products traded on it, can be an answer to the question about the

integration of RES and DSR.

Do you think we will face a technological breakthrough any time soon?

EK: Yes, I am a strong and zealous believer in new technologies.

One only has to look at the history of technologies – the Wright

brothers, for instance, flew their Flyer II in 1904, and yet, by 1914,

Nieuport X fighter aircrafts were being used on the First World War

▶

Someone has to 

spend heavily, if the 

largest economy of 

the continent 

pursues excessive 
savings
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INTERVIEW

Eryk KŁOSSOWSKI: “Locational 
marginal pricing supports the 
integration of RES in the 
energy market” 

fronts. Just ten years had witnessed spectacular advances in the

field of applied engineering. At the moment, many businesses

unite their work on R&D, especially on power storage and other

technologies, capable of a complete refurbishment of the

energy landscape. That is why I dare to say we are heading for a

revolution.

What might be this soon to come major technological 

breakthrough?

EK: First and foremost, the blockchain, in my opinion, as well as

distributed ledger, and smart contracts, will be at the heart of

power grids and market management systems. Full automation

of bidding processes, combined with the distribution of

computation tasks, related to balancing the system, would lead

to a real breakthrough, that would enable smart appliances to

trade milliwatts of energy for every second among themselves,

to the exclusion of the human side of the market. I like to think

about my fridge trading excesses of its energy with my

neighbour’s microwave oven. It will probably occur within the

decade combined with cheap electricity storages. ■

CONTINUED

NEWS FROM THE REGION

V4 united in their opposition to the Nord Stream 2 project

The V4 (Visegrad Group, consisting of the Czech

Republic, Hungary, Poland and Slovakia) are strongly

united in opposing a pipeline that would deliver natural

gas directly from Russia to Germany, because it would

harm Europe’s ability to create an efficient energy system,

Poland’s President, Andrzej Duda, recently declared.

Nord Stream 2 would have “no economic justification”,

he asserted, describing it as a political project

implemented by Gazprom on behalf of Russia.

All the V4 Presidents agreed that an efficient Energy

Union means one that will ensure competitive energy

supplies in Europe, combined with a “real diversification

of sources of gas supplies”, Duda stated, according to the

Polish news agency, PAP.

Poland’s President also affirmed that the V4 oppose

efforts by some EU Member States to create greater

union, favouring the idea of a union consisting of strong,
nation states. Associated Press

Lithuania to start lacking power in ten years

Lithuania will start lacking electrical power in ten years

and poor interconnections will not be enough, unless

changes are made, warned Energy Minister, Rokas

Masiulis, adding that the country should consider the

construction of gas-powered or nuclear plants.

At the Lithuanian Energy Conference, the Minister stated

that the electricity shortcomings may be over 500

megawatts in 2030. The demands for electricity will swell

from 500 MW to 2,450 MW by 2030, but the capacities of

power links will decline, he added. He asserted that the

700 MW electricity interconnection with Sweden,

NordBalt, is their only reliable link.

The 1,300 MW power interconnection with Belarus will

have to close, due to the building of an unsafe utility in

Astravyets. Lithuania will not count on electricity imports

via the 600MW Kaliningrad link. Estonia may also begin

to import electricity from Finland, which formerly would

have gone to Lithuania, so the situation indeed begins to

look grim. Lithuania imported 66% of its electricity in

2015. www.baltic-course.com

The first gas interconnector between Finland and Estonia 

ends energy isolation

European Commission President, Jean-Claude Juncker,

the Prime Minister of Estonia, Taavi Roivas, and the Prime

Minister of Finland, Juha Sipila, have just signed a EUR

187 million investment in the Baltic Connector – the first

gas pipeline connecting Finland and Estonia. It will end

the energy isolation of Finland, which has been

dependent on a single supplier. When the gas starts

flowing in 2020, this project will unite the Eastern Baltic

Sea region with the rest of the EU energy market.

As part of the EU’s Energy Union Strategy, the EU is

committed to building missing energy infrastructure links,

and ensuring that every Member State has access to at

least three different sources of gas. The Baltic connector

pipeline will consist of three sections: 22 km Finnish

onshore; 80 km. offshore; and 50km. Estonian onshore. It

will enable the transport of 7.2m. cubic metres of gas per

day with flows running in both directions.

www.ec.europa.eu

Hungarian government sees no place for wind power in the 

country’s energy-mix

Earlier this month, Parliamentary State Secretary, Nandor

Csepreghy, stated the government’s viewpoint that wind power

should not be part of the country’s energy-mix.

The government wants to boost the share of renewable energy

sources in the mix, but local conditions make wind energy a

poor choice, as the wind blows mostly in the afternoons and

evenings, at times when demand for energy is low, he

explained. Solar or geothermal energy offer Hungary a much

greater advantage, he declared. www.dailynewshungary.com

Bulgaria completes upgrade to extend life of Kozloduy nuclear 

reactor by 30 years

An upgrade of one of the Soviet-era reactors at the country’s

sole Kozloduy nuclear plant has just been completed, extending

its lifespan by 30 years, according to the Energy Ministry.

The plant, by the river Danube, on the border with Romania, has

two 1,000 megawatt reactors that produce about 33% of

Bulgaria’s electricity. The upgrade cost EUR 360m., but may help

to keep electricity prices stable. The previous government of

Boiko Borisov, fell in 2013, due to strong protests over high

energy bills. www.reuters.com
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INTERVIEW

Daivis VIRBICKAS: “I am certain that a 15% 

electricity interconnections target by 2030 is 
a reachable target for Central Europe”

The CEO of Litgrid AB, Daivis Virbickas, is part of the new European 

Commission’s experts group on electrical interconnection targets and 

in this interview he explains his vision on the future of the power 

sector, the investments required and about finding a pragmatic and 

sustainable model for financing the interconnection projects.

Cristina Dascălu (CD): What is your vision for the future of our European 

energy system?

Daivis Virbickas (DV): European power consumption statistics and

trends show that energy demand will continue growing, and

electricity will remain the most convenient type of energy. Solutions

that increase the level of comfort for businesses and households

will increase the electricity demand, although at the same time, the

consumption will become more effective. Due to innovations,

consumers will increasingly produce electricity for their households,

however, the demand to ensure power system stability will remain,

and the tools for system balancing will grow ever more

sophisticated.

CD: What challenges and opportunities in the power sector can we 

expect in the future? 

DV: The major challenge for the system operators will be ensuring

system stability and security of supply, whilst at the same time, the

share of renewable sources will continue to grow in the generation

mix. It is of crucial importance to ensure the balance within the

generation, within a power system provided by renewables, and by

the traditional resources enabling flexible generation. If this balance

is not observed, the stability of the systems will be at risk.

CD: Where is the biggest innovation potential for electrical 

interconnectors?

DV: As far as the transmission grid is concerned, the high voltage

technology is determined by pure physics, and I would not foresee

a major revolution in the transmission grids, or the way they are

interconnected. The distribution grids, however, may become the

area of major innovation and development. The distribution grid

must become smarter, also in terms of the ability to provide new

types of services for the consumers – enabling demand side

response amongst others.

CD: Some very serious transmission grid infrastructure investment will 

be required. Where should the money come from? The CEF has €5.35 

billion, which is only 3% of the total investment needed, in other words, 

leaving a large financing gap.

DV: Interconnector projects require major investments, and are

significant to economies across countries. However, every

infrastructure project generates wealth, and this is always calculated

as ‘social-economic welfare’. Some projects, especially those

implemented by the TSOs of smaller countries, may show a

negative net present value, yet, they are both significant and

beneficial for the societies and businesses, as was shown in the

ACER study of 2015, which for the first time, monetised the benefits

of security of supply brought by the LitPol Link interconnector. The

CEF serves as a significant financing facility, and there will be a

need for another similar resource in the future.

CD: We all agree that investment in power grids is crucial, but which 

type should get priority: interconnection, transmission, distribution, 

“smart”, or micro-grids?

DV: As long as natural conditions in Europe determine our ways of

living, power generation will continue to be more concentrated in

Northern Europe, and the heaviest consumption is to be found in

the Southern part of the continent, so it will be important to enable

the energy to flow from North to South. Grid interconnections are

the pre-condition for this to happen; the power system operators’

function focusing on maintaining system stability, and this will

surely have consequences for the distribution grid, and the

requirements for its smartness, etc.

CD: The differences between Member States, in terms of geography 

and energy-mix, suggest a “case-by-case approach”, but instead, the 

Commission came up with a “one-size-fits-all” measure, a 10% 

electricity interconnection by 2020 (15% by 2030). What comments do 

you make about this?

DV: I would like to congratulate the Commission on setting clear

goals and identifying measures. The expert group has only started

the consultation, and we should wait for the conclusions. However,

I would not be surprised if it appears, that the interconnection

targets for some regions, may turn out to be far more ambitious.

CD: Is a 15% electricity interconnections target by 2030, likely to be 

reached by Central European countries?

DV: I am certain that a 15% electricity interconnections target by

2030, is a reachable target for Central Europe. What we need is

political will and aligned efforts. If the Baltic and Central European

countries were hesitating back in the 1990s, no economic sense

would have grounded the decisions by the national parliaments to

leave the Soviet bloc. The ultimate goal and the political will was

the sovereign independence of these countries.

We have seen many cases in the past, when the European

countries joined forces and reached agreements based on political

will, and a common European energy market is that sort of project,

too.

CD: What are the main topics you intend to put on the agenda of the 

Commission’s expert group on electricity interconnection targets?

DV: The main topic will be to find a pragmatic and sustainable

model for financing the interconnection projects, that will increase

the connectivity of the European grids. This will require every

related party – certainly, the European Commission, the Member

States, and the regulators, to estimate the risks and benefits, and

find the financial resources needed to implement a functioning and

well-integrated European energy market. ■
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ANALYSIS

Cyber Attacks: A New Threat 
to the Energy Industry

In about two decades, the energy industry has been deeply 

transformed by the digital revolution, which not only penetrated 

companies’ commercial, administrative and financial branches, but 

also their industrial systems.  From the optimisation of electric grids 

to the precision of oil drilling, information and communication 

technologies (ICT) are now essential to every stage of energy 

production, transport, and distribution processes. Data mining and 

analysis are increasingly considered as the energy sector’s new 

“black gold”, and generate new activities such as the platform, Predix, 

designed by General Electric to help energy companies (among 

others) collect and analyse  industrial data.

This silent revolution offers countless economic opportunities,

and paves the way for a better resource distribution and usage,

but it also puts physical energy infrastructures at risk.

An Expanding Threat

On the 23rd of December, 2015, in Ukraine, a cyber-attack on

several regional grid operators deprived more than 200,000

people of electricity for a few hours, and prevented operators from

restoring power remotely. On-site interventions were necessary,

for several weeks after the event, to manually operate the system,

and ensure the electricity's delivery.

The use of common hacking methods such as phishing,

combined with a very precise knowledge of Industrial Control

Systems (ICS) dealing with electricity distribution, allowed attackers

to remotely activate breakers in about 30 electric sub-stations and

cut the power off.

This was the first time a cyber-attack targeting the grid had

physical consequences. Few attacks are likely to have such

implications. All experts agree on the fact that the level of

preparation and co-ordination, the degree of knowledge of the

ICS targeted, and the probable financial resources invested in this

operation, are not within the normal reach of any criminal group,

or State. Moreover, an on-field study conducted by several Federal

US agencies, found that the Ukrainian operators’ ICS was

particularly well protected.

Ukrainian authorities have been quick to point at Russia

following the event, and even if very few elements can lead to the

conclusion that Moscow was involved in the attack, the whole

scenario appears to be draped in a geopolitical background. The

only other known cyber-attack with serious consequences on an

energy related infrastructure, goes back to the Stuxnet worm

discovered in 2010, which was designed to slow the progression of

the Iranian nuclear programme. A thousand uranium enrichment

centrifuges were damaged by this malware, which went unnoticed

for more than a year.

Here again, strategic interests, and the presumed support of

two nation-States (the USA and Israel), make this attack

remarkable. Energy companies are more and more targeted by

these kinds of threats, and the structure of their activity, makes

them particularly vulnerable, for several reasons:

Cultural reasons: industrial sectors are traditionally protected

physically. Automation engineers pay particular attention to safety

and service availability, whilst they are less prepared for the

protection of IT systems.

Historical: the ICSs that helped automate and optimise

numerous industrial processes, were at first, proprietary software

developed for specific activities. It would have been difficult for

people, not involved in their conception and operation, to know

them in detail and exploit their vulnerabilities.

▶

Gabrielle DESARNAUD

Research Fellow, Ifri Center
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Cyber Attacks: A New 
Threat to the Energy 
Industry

Ultimately, off-the-shelf software (Windows, Linux…) were

adopted in business and the industrial entities of energy

companies.

Organisational: different company units can be used as a

backdoor entrance to an ICS. A phishing campaign can persuade

an employee to open a corrupted document (in the Ukrainian

case, the malwares involved in the attack had spread to the

operators’ computers thanks to fraudulent e-mails, to all

appearances sent by the Ukrainian Parliament). Communication

channels between different company entities (business unit,

production site, transportation system…) can be protected (by a

firewall, for instance) but remain vulnerable. Remote control of

some industrial processes can be used by hackers in the case of

low protection levels (lack of strong authentication measures).

Besides, ensuring the continuity of industrial operations makes

software updates difficult, whilst taking advantage of their

vulnerabilities, is now within reach of lots of individuals.

A cyber-attack on energy infrastructures would have

significant economic implications. In 2015, the insurance

company, Lloyd’s, calculated the potential costs of a cyber-attack

targeting several electricity generators in the US. The subsequent

grid failure in 15 States would cost the US economy 243 billion to

one trillion dollars. The cascading failures hypothesis used by

Lloyd’s, might well happen in Europe as well, as in 2006, when

the disconnection of a high voltage line in Germany, caused a

blackout in six countries, depriving 15 million people of electricity.

Building a European cyber security framework?

Cyber criminality has no frontiers: in 2013, for instance, the

malware Dragonfly designed to spy on US defence industries,

was discovered in the computer systems of several energy

companies across Europe and the US. Even though the main

purpose of this malware was data collection, other functionalities

could have caused substantial material damage, because same

ICSs are used in very different industrial processes. Malwares can

disseminate easily between companies and sectors, having very

few connections between them.

Measures at the European level, to guard against these kinds

of risk, remain very limited. On a territory where energy

infrastructures are set to be more and more interconnected,

creating an entity able to react quickly and co-ordinate the

actions of the Member States, might avoid the propagation of

malwares to multiple critical operators across Europe. For now,

the European Union Agency for Network and Information

Security (ENISA) is not in a position to apply common standards

in terms of information network security. This preventive aspect

of cyber security remains barely operational in Europe, whilst the

ex-post treatment of the crisis can be well co-ordinated by

Europol. The European Commission is discussing with the US

(where cyber security standards are already implemented at the

federal level to the electricity sector), in order to study potential

CONTINUED

areas of co-operation in the field of cyber security norms.

However, some Member States, such as France, apply, for

instance, very strict standards in their nuclear power plants,

which might not be applicable to the rest of the EU.

This is why, in 2013, the European Commission released a

cyber-security strategy for Europe, along with a proposal for a

new directive titled: ‘Network and Information Security

directive (NIS)’. Approved by the European Council in May,

2016, the directive was then approved on July 6th by the

European Parliament, and entered into force in August, 2016.

The NIS directive prepares the ground for a common security

policy in European cyber space. This legislative text requires

Member States to designate a national authority, as well as a

Computer Security Incident Response Team (CSIRT), provided

with appropriate resources to deal with NIS incidents; adopt a

national strategy; and establish a list of critical operators

(transport, energy, etc.). Companies and institutions identified

as critical, will have to adopt a cyber security management

strategy and report all incidents to the national authority. A

co-operation mechanism between Member States and the EU

Commission, will also allow for the diffusion of alerts and

information exchanges.

The European Commission is aiming to build a common

cyber security culture without overlapping with the sovereign

powers of Member States, through research programmes and

simulation exercises, with a growing interest from States and

companies’ top managements. However, this strategy faces

three main obstacles: first, questions of security and defence

remain the prerogative of the States, which are not prone to

share information on such matters. Secondly, companies are

also reluctant to communicate on their vulnerabilities, in order

to preserve their reputations. Finally, the energy industry has

much experience in dealing with physical incidents and

disruptions, whilst assessing the probability, the scope, and

the material consequences of a cyber-attack remains

complex. Though cyber-attacks are regarded as intangible

threats, advanced protection systems are still perceived as

expensive and invasive.

The cyber threat is a reality, and in those cases where an

“advanced persistent threat” would target the energy

industry, no protection, as efficient as it might be, would be

infallible. Building a preventive framework, taking into

account interdependencies between European energy

systems, based on a set of common standards and

procedures and systematic information-sharing practices,

would instead significantly reduce the risks. ■
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Romania is getting closer to achieving a comprehensive 

national energy strategy for the 2016-2030 period, with the 

perspective of the year 2050. Discussions regarding the 

formation of such a strategy had already started in 2014, but the 

year, 2016, happens to be the actual year of moving forward.

An engaged team of experts and ministry officials seem 

to speed up the final stages of the100+ page draft document, 

well before the Romanian parliamentary elections to take 

place on the 11th of December this year.

The complete document will soon be released for public

consultation, but from the first statements, qualitative

analysis, and intermediary reports, it appears to enclose

projects costing approximately 10 bln. EUR.

The qualitative analysis part, which is available already,

fixes three paramount strategic objectives: the security of

supply; the competitiveness of both the energy, and broadly,

the national economic sectors; environmental protection and

the reduction of climate change.

Among the operational objectives, one can read: keeping

a diversified and balanced energy-mix, at least until a deeper

integration of the European energy markets happens;

decarbonisation of the energy sector, the proper usage of

indigenous energy resources, technology neutrality,

interconnections and the integration of the regional markets,

and finally, improving energy governance, and establishing

Romania as an energy hub by 2030.

It’s been underlined that the energy sector needs a

stable, predictable, coherent, and transparent legislative

framework, which marks a long lasting request from current

and future potential investors. This new framework should

restrict the multiple roles played by the State, which often

happens to be law and policy maker, as well as shareholder,

in different companies. Furthermore, one of the premises of

this reforming strategy is the liberalisation of the prices of

electricity and natural gas.

When it comes to investment priorities, the first one listed

is the energy efficiency sector, which will be required to

contribute to “the increase of energy security, GHG emission

reduction, and an overall boost of economic activity”.

Secondly, special focus is given to the two-flow

interconnections of the electricity and gas networks with

neighbouring countries, that will “contribute to the making of

Romania as a potential energy security exporter”. Moreover,

if the strategy is to be followed up by direct actions, we’ll see

an intensification of the exploration activities, additionally, to

the better usage of indigenous energy resources.

Last, but not least, the qualitative strategy says that

natural gas is expected to play a more important role in the

energy-mix, to the detriment of the coal sector, which will

slowly diminish its activities. A recent statement from the

Minister of Energy, Victor Grigorescu, announced that

nuclear reactors 3 and 4 at Cernavoda are being taken into

STRATEGY

Romania’s national energy strategy. 
First glimpse

Cristina DASCĂLU

Communication coordinator, CEEP

account in the forecasted energy mix of Romania, a statement

reinforced by the President of Romania, who declared that nuclear

energy should increase its share in the future, from current 20%, to

a 30% contribution to the national energy mix.

In order to ensure continuity in the implementation of the

broadly established priorities, the current Romanian Prime Minister,

Dacian Ciolos, came up with a ‘to do list’ for his successor. It is,

essentially, 10 broad points, accompanied by a portofolio of

projects, which mentions the construction of the gas pipeline, BRUA,

that goes through Bulgaria, Romania, Hungary, and Austria. When

completed, BRUA will connect Eastern and Central Europe to the

gas fields in the Caspian and Baltic Seas, with the network stretching

for 528 Km. From 2019, the BRUA network will deliver 4.4 bn. cubic

metres of gas per year to Hungary, which up till now, has been

dependent on Russian supplies.

Romania is one of the least dependent countries on energy

imports in the EU, according to EUROSTAT data. It seems to shape

for itself a quiet, non-aggressive role in the EU landscape, focusing

on its indigenous resources, and wanting to play the “good

student”, following the EU’s vision, targets and priorities when it

comes to, for example, investing more in energy efficiency, reducing

CO2 emissions, and improving energy interconnection levels with its

neighbours.

The final version of the strategy is not expected to represent a

paradigm shift, but it might at least offer the long-waited commonly

accepted operational framework for policy makers, investors, and

the Romanian energy sector as a whole and even beyond, as the EU

waits from all its Members States such papers, a starting point in
finding the common ground for a European energy market. ■
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U.S. LNG export projects - part 2 
Projects near development

ANALYSIS

Fred H. HUTCHISON

Executive Director of LNG Allies

As discussed in last month’s CEEP Report, the United States has five LNG 

export projects that are already under construction, which could 

produce 68.4 million tonnes per annum (mtpa) of LNG when all 14 

“trains” come online before the end of 2019. (Currently, only two trains 

are operational.) In this second of our threepart series, we discuss the 

U.S. LNG export projects which are at or near the end of their U.S. 

governmental reviews, and thus, can be characterised as “near 

development.”

Elba Island. Kinder Morgan—one of North America’s premiere

midstream oil and gas companies—is adding liquefaction

capabilities to an existing modest-scale LNG import terminal,

located in Savannah, Georgia. This project will have the capacity to

create up to 2.5 million tonnes per annum (mtpa) of LNG, and has

received initial approval to proceed from the U.S. Federal Energy

Regulatory Commission (FERC), one of the U.S. agencies that

regulates LNG projects. In a news release (Oct. the 19th, 2016),

Kinder Morgan stated that construction on the liquefaction facility

would begin on Nov. the 1st, 2016, even though the FERC order

remains under appeal, and a licence which has not yet been

obtained (but is expected) from the U.S. Department of Energy

(DOE), to allow the export of LNG to nations that do not have free

trade agreements (FTAs) with the United States. Construction is

expected to be complete by the end of 2018, when all 10 of Shell’s

Moveable Modular Liquefaction Systems are online.

Lake Charles LNG. Another large U.S. midstream player—Energy

Transfer—also has plans to convert an existing LNG import

terminal to a bi-directional facility by adding three liquefaction

trains, with total nameplate capacity of 16.2 mtpa. The Lake Charles

(Louisiana) project has received its final FERC and DOE non-FTA

permits, but the project has not yet taken a final investment

decision (FID). Under a contract dating back to 2011, “Energy

Transfer will own and finance the…liquefaction facility and Shell will

oversee the engineering, design and construction management, as

well as operate the facility, once complete.” Thus, the terms of the

agreement require both companies to take a FID, and Shell

announced in July of this year, that the FID was “being delayed out

of 2016.” No timetable was given by Shell for re-consideration.

Magnolia LNG. This “greenfield” LNG export project is being

developed by LNG Limited (a Perth, Australia-based company) at a

site on the Port of Lake Charles, Louisiana. The project will use a

proprietary liquefaction technology pioneered by LNG Ltd. to

produce 8 mtpa from four trains. A portion of the project’s

liquefaction capacity (up to 2 mtpa) has been purchased by

Meridian LNG Holdings Corp. which aims to transport to “Port

Meridian,” a Höegh LNGoperated floating storage and

regasification unit (FSRU), with the gas delivered to Uniper

(formerly E.ON Global Commodities), under a 20-year gas sales

agreement, carried out and announced by Meridian in April, 2015.▶

U.S. Seaborne LNG Exports by Region

10
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ANALYSIS

Jordan Cove. The only LNG export terminal currently

proposed for the U.S. West Coast, Jordan Cove would be a

“greenfield” project located at the Port of Coos Bay

(Oregon), capable of producing 6 mtpa. Unfortunately, the

project application was originally denied by FERC (March

the 11th, 2016), due to issues involving the associated

pipeline needed to transport natural gas to Jordan Cove.

The project sponsor, Veresen (a Canadian company), has

asked FERC for a “re-hearing” on the March 11th decision,

but no timeline has yet been set for re-consideration.

Although the project does not have any binding LNG

offtake agreements, advanced MOUs have been signed

with JERA (a joint venture of Tokyo Electric Power Co. and

Chubu Electric Power Co.) and ITOCHU Corp. (a trading

company).

Golden Pass Products. Located just up the channel from

Cheniere Energy’s Sabine Pass project—but on the Texas

side—Golden Pass Products (GPP) is an existing LNG import

terminal, which is a joint venture between Qatar Petroleum

(70%) and ExxonMobil (30%). The GPP liquefaction project,

would involve the construction of three liquefaction trains,

each with a capacity of 5.2 mtpa for a combined output of

15.6 mtpa. Golden Pass is expected to receive its final

CONTINUED

U.S. LNG Export Destinations YTD (2016)

environmental impact statement (EIS) from FERC any day, a FERC

order to “proceed with construction,” within a few months, after

release of the EIS, and a DOE non-FTA licence shortly after that.

Although no offtake agreements have been made public, it is widely

expected that the two project sponsors will market the LNG that is

produced. Golden Pass states that “ the project would invest

approximately $10 billion over five years, to build liquefaction

facilities to supply the project’s global customers.”

Delfin LNG. Unique among the proposed U.S. LNG export projects,

the Delfin facility is to be located some 50 miles offshore of

Louisiana. Sponsored by Fairwood LNG, Delfin’s deepwater port

would consist of an offshore mooring system, and up to four

floating liquefaction (FLNG) vessels. Natural gas would be pre-

treated at an existing onshore facility, and then delivered to the

deepwater port via two re-designated pipelines, that had previously

been used to bring gas inland from offshore wells. As it is located

offshore, the project falls under the jurisdiction of the U.S. Maritime

Administration (MARAD), and the U.S. Coast Guard. Those two

agencies released a draft EIS on the Delfin project on July the 11th,

2016, and a final EIS is expected shortly. The four FLNG vessels

would each be capable of producing more than 3 mtpa, or 13 mtpa

in total, and Fairwood estimates that the first LNG cargoes could

ship from Port Delfin within the 2022 timeframe. ■
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CEEP, in association with the European Commission’s DG Energy, 

will organise the 1st Central European Day of Energy (CEDE), which 

will take place in the premises of the European Commission, under 

the auspices of Mr. Maroš Šefčovič, the Vice-President of the 

European Commission in charge of Energy Union, the Slovak 

Republic’s Presidency of the Council of the European Union, and 

the Polish Republic’s Presidency of the V4 on the 9th of December, 

2016, in Brussels.

This strategic event is being organised with the support of

the International Visegrad Fund, and the project partners –

distinguished institutions from the V4 countries and the

Ukraine, in particular:

 The Center for Social and Economic Research

(CASE), Poland

 Research Center of the Slovak Foreign Policy

Association (RC SFPA), Slovakia

 The Institute for Foreign Affairs and Trade (IFAT),

Hungary

 The Institute for Politics and Society (IPS), the

Czech Republic

 Razumkov Centre, Ukraine.

The Central European Day of Energy will become a unique

platform for Central Europe’s key regional players to have a

real and fruitful forum for further discussions on the Energy

and Energy-intensive sectors’ future. This marks a real

stakeholders’ opportunity to reach a new annual dimension,

starting in 2016.

Moreover, the CEDE event is aiming to run concurrently

with the Energy Union and its complementary achievements

with the winter package publication.

It will be launched with a special focus on the

infrastructural needs in the Central European region, including

the V4 countries, from the perspective of improving the

security of gas supply, and ensuring a power market supply.

The high-level speakers will discuss these major issues in 2

sessions, as follows:

Session 1: ‘Disproportionate, infrastructural development

between Western and Central Europe. How to ensure better

security of gas supply, more interconnections and liquid gas

hubs, and better performance of the Visegrad Group’s gas

markets’.

EVENT

1st Central European 
Day of Energy (CEDE)

Session 2: ‘Security of electricity supply as a shared EU

objective. How should all market actors and stakeholders work

together to ensure enough security of supply in Central

Europe?’

The essential goals of the CEDE are to provide

comprehensive information concerning the Central European

energy sector, as well as focusing on those companies requiring

joint support. We aim to establish a forum for useful networking,

discussing energy infrastructure issues, especially in relation to

North-South Interconnections in the Central European region,

and linking the EU with Eastern countries, such as Ukraine.

Additionally, we intend to facilitate and promote the

development of closer co-operation, in the field of energy

security, among the key institutions and industrial stakeholders

from our region, with the EU’s policy decision-makers.

The key conclusions of the CEDE will be collected and

presented in a subsequent Position Paper, and submitted to the

EU institutions, the national administrations of the V4 countries,

as well as managers and decision-makers within Central

European industries.

To provide added value, we intend to facilitate and promote

the development of closer co-operation, in the field of energy

security, among the key institutions and industrial stakeholders
from our region, with the EU’s policy decision-makers. ■

Eldar LATYPOV

Energy Policy Analyst, CEEP
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The 77th Energy Dialogue at the Reichstag discussed the topic: 

‘Smart Cities and the Future of the Energy Industry’ and was held at 

the invitation of Prof. Dr. Friedbert Pflüger, Ambassador Janusz

Reiter, and Central Europe Energy Partners (CEEP) on September the 

9th, 2016.

Prof. Dr. Michael Weinhold, CTO Energy, Siemens AG, began

by identifying the de-centralisation – through consumers that

become producers (so-called prosumers) – as one of the main

trends that define the current energy system in Germany. This

development poses challenges for regulators and transmission

network operators alike. The digital transformation – for

example, to the blockchain technology – along with new

storage solutions, could provide the right answers for the

challenges faced by energy companies: their implementation

needs to go hand in hand with making our cities more liveable

and offering a broader spectrum of services.

Thomas Jarzombek, MP, Spokesperson for the Digital

Agenda, CDU/CSU Parliamentary Group, concentrated on the

role of government in facilitating the development of smart

cities, through the promotion of research and innovation in

software and hardware technology, as well as broadband

development, emphasizing the role of platforms and user

profiles in allowing companies to offer better, tailored services

to consumers. At the same time, especially within the energy

sector, companies need to take the necessary precautions, so

that smart technologies do not make them vulnerable to

crippling attacks on their digital infrastructure.

Carsten Große Starmann, Head of the Smart Cities Project,

Bertelsmann Foundation, emphasised the potential of smart

technologies – in cities and the countryside – to promote a

social transformation: political participation, and easier access to

medical and government services, education, and mobility. In

his opinion, Germany should be more open towards taking risks

and undertaking experiments, particularly in the digital sector.■

The 77th
Energy Dialogue
at the Reichstag

The 78th
Energy Dialogue
at the Reichstag
Alexandru Zegrea

Consultant, Pflüger International

The 78th Energy Dialogue at the Reichstag discussed the topic: 

‘After the Paris Climate Agreement – How Is the World 

Implementing It?’ and was held at the invitation of Prof. Dr. 

Friedbert Pflüger, Ambassador Janusz Reiter, and Central Europe 

Energy Partners (CEEP) on September the 30th, 2016.

Dev Sanyal, CEO Alternative Energy, Executive Vice-

President, BP plc, noted that BP was already, in 1997, the first

amongst their peers, to recognise that a transition to a lower

carbon economy was taking place, and duly welcomed the Paris

agreement. Consequently, BP aims to address the challenges

posed by the need to reduce CO2 emissions, in a world with a

steadily growing energy demand, through five engines of

change: improvements in efficiency, the role of gas as a

transitional fuel, the development of commercially viable

renewable energies, technological innovation, and supporting

policies in this field designed to harness market forces. Rather

than picking winners and losers, the transition to a new energy

world would be best served, in Mr. Sanyal’s opinion, by setting a

price on carbon and letting the most competitive solutions

emerge.

Prof. Dr. Friedbert Pflüger, Director, European Centre for

Energy and Resource Security (EUCERS), King’s College, London,

emphasised the shift in paradigm we are witnessing in the

aftermath of the Paris Agreement. On the one hand, one has to

acknowledge the exceptions from emission reduction targets

set for developing nations, as well as the challenge currently

posed to decarbonisation by relatively low oil and gas prices.

On the other hand, the oil and gas industry is also facing an

increasingly complex business environment, in which climate

change and the divestment movement away from fossil fuels,

might, in turn, accelerate the transition to renewables. In the

mid-term, gas has the highest potential to help mitigate climate

change by replacing coal. Prof. Pflüger concluded that the best

course of action for reducing our CO2 emissions, would be to

refrain from micro-management and remain open to new

technologies, unleashing economic competition to arrive at the

best solution. ■

Alexandru Zegrea

Consultant, Pflüger International
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MEMBERS NEWSFLASH

Grupa LOTOS (Poland) - EFRA Project on schedule

It has been a year since Grupa LOTOS commenced the

construction of the deep oil conversion complex built under the

EFRA (Effective Refining) Project, valued at approximately PLN

2.3bn (0.53bn EUR). “At the end of September, the completion

of all works was around 34%,” announced Grzegorz Błędowski,

EFRA’s Project Director. “Design work was over 80% complete,

purchases and supplies of materials − about 40%, and execution

about 10%.” One of the most advanced key units within the

EFRA Project, is the Hydrogen Generation Unit, where

foundation work has been completed, and construction of steel

trestle frames has started, indicating a pace of work 7% ahead

of schedule. The key milestone, in the coming months, will be

the delivery of all required large apparatuses, such as coking

reactors and distillation columns, with a weight of up to 400

tonnes. In late December, or early January, up to 10 such items

will arrive by sea, which requires detailed preparation in terms of

logistics,” stressed Mr Błędowski. (www.lotos.pl)

© HEPSumy NPO (Ukraine) - new business contracts 

PJSC “Sumy NPO” started production of liquid-packed, ring

-type, vacuum pumps VVN 2-300 for Ingulet’s mining and

processing plant, which is developing a field in Kryvbas

(Ukraine). For Soda Sanayi, (Turkey), PJSC “Sumy Machine-

Building Science and Production Association” has designed,

manufactured, and currently, is shipping the distillation column

for ammonia and carbon dioxide, separating chloride-free

condensate, using low-pressure steam. -- Sumy Machine-

Building Science and Production Association”, PJSC, also

recently signed a contract with ArcelorMittal Temirtau, the

largest steel manufacturer of Kazakhstan, for the supply of

liquid-packed, ring–type, vacuum pumps. Sumy will

manufacture 4 pumps of the VVN2-50M type, designed for

pumping water’s insoluble impurities from the mines, and ship

them to the customer in November of this year.

(frunze.com.ua)

Grupa Azoty’s Chemical Plant in Police will be home to a new

propylene plant. A letter of intent, concerning investment, has

just been signed by the CEO of the Azoty Group and the

President of the Police Plant, with the signing ceremony attended

by Poland’s President, Andrzej Duda.

Police 2 will involve the construction of a plant for the

production of propylene, a power unit, and the expansion of the

Police port’s terminal of liquid chemicals. It will be placed at the

disposition of Poland’s largest LPG ships, doubling their

operational capabilities, and the cost of the project, to be

completed in 2019, will be approximately 2.69 billion złoties (0.53

bn. EUR).

The Azoty Group estimates that the construction of a new

plant will generate, annually, 2 billion zł. (0.50 bn. EUR) of

additional revenue, and lead to the employment of 200 people.

Propylene is one of the 2 main raw materials for the chemical

industry, and is essential for the production of solvents, paints,

acrylic, car bumpers and batteries, and the packaging of boxes,

containers, and foils. There are only 18 plants in the world,

producing propylene from propane. (grupaazoty.com)

Grupa Azoty (Poland) to build a new Propylene 

Plant in Police
© KGHM
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THE COURT OF JUSTICE

OF THE EU

Judgements of the Court of Justice

Agnieszka Kraińska

Legal adviser, European Practice, Wardyński & Partners

C-461/15 E.ON Kraftwerke GmbH

Article 24(1) of the Commission’s Decision - 2011/278/EU,

determining transitional Union-wide rules for harmonised free

allocation of emission allowances pursuant to Article 10a of

Directive 2003/87, must be interpreted as not precluding a

Member State from requiring undertakings which, being

subject to the greenhouse gas emission allowance trading

obligation within the EU, receive a free allocation of those

allowances. This provides information relating to all planned

or effective changes to the capacity, activity level, and

operation of an installation, without limiting that requirement,

solely to information relating to changes that would affect the

allocation.

C-180/15 Borealis AB and Others

Article 4 of, and Annex II to, the Commission’s Decision

2013/448/EU, concerning national implementation measures

for the transitional free allocation of greenhouse gas emission

allowances, in accordance with Article 11(3) of Directive

2003/87/EC, are invalid.

The temporal effects of the declaration of invalidity of

Article 4 of, and Annex II to, Decision 2013/448, are limited, so

that, firstly, that declaration does not produce effects until 10

months following the date of delivery of the judgement in

Borealis Polyolefine and Others (C-191/14, C-192/14, C-295/14,

C-389/14, and C-391/14 to C-393/14), so as to enable the

European Commission to adopt the necessary measures and,

secondly, measures adopted during that period on the basis

of the invalidated provisions, cannot be called into question.

Article 10a of Directive 2003/87/EC, establishing a scheme

for greenhouse gas emission allowance trading within the

Community, and Article 10(1) to (3) and (8) of Decision

2011/278, determining transitional Union-wide rules for

harmonised free allocation of emission allowances pursuant to

Article 10a of Directive 2003/87, must be interpreted as

permitting, in order to avoid a double allocation, the non-

allocation of allowances to a heat benchmark sub-installation

when it exports, to private households, heat which it has

recovered from a fuel benchmark sub-installation.

Article 10(8) of Decision 2011/278, must be interpreted as

precluding free greenhouse gas emission allowances being

allocated to an operator for the consumption, in a heat

benchmark sub-installation, of heat, taken into account in

connection with a fuel benchmark sub-installation.

Article 7 of, and Annex IV to, Decision 2011/278, must be

interpreted as allowing a Member State, when collecting the

data covered by those provisions, not to take into account all

the emissions related to the heat production exported by a

heat benchmark sub-installation to private households, in

order to avoid double counting.

Article 10a(1) and (4) of Directive 2003/87, and Article 10(3)

of Decision 2011/278, must be interpreted as permitting the

non-allocation of additional free greenhouse gas emission

allowances, related to the production of measurable heat, by

burning waste gases generated by a hot metal benchmark

installation, when the amount of greenhouse gas emission

allowances determined, based on the heat benchmark, is

lower than the median annual historical emissions related to

the production of that heat.

Article 7 of, and Annex IV to, Decision 2011/278, must be

interpreted as not precluding a Member State, when

collecting the data covered by those provisions, from

adjusting the figures obtained by the Member State, so that

the greenhouse gas emissions attributable to the combustion

of waste gases by a heat benchmark sub-installation, are

equivalent to those from the combustion of natural gas, in so

far as a product benchmark takes account of emissions linked

to the production of waste gases.

Article 3(c), of Decision 2011/278, must be interpreted as

meaning that the concept of ‘heat benchmark sub-installation’

includes the activity of exporting the measurable heat from an

installation, subject to the greenhouse gas emissions trading

system, to a steam network, when the latter network can be

qualified as an ‘installation or other entity not covered by the

Union scheme’.

C-574/14 PGE

Article 107 TFEU and Article 4(3) TEU, read together with

Article 4(2) of the Commission’s Decision 2009/287/EC, on

State aid awarded by Poland, as part of Power Purchase

Agreements, and the State aid which Poland is planning to

award, concerning compensation for the voluntary

termination of Power Purchase Agreements, must be

interpreted as precluding, where the European Commission

has assessed a State aid scheme, in the light of the

Commission Communication of the 26th of July, 2001, relating

to the methodology for analysing State aid linked to stranded

costs, and classified it as being compatible with the internal

market before its implementation, the national authorities and

courts from reviewing in turn, at the time the State aid in

question is implemented, whether it is consistent with the

principles set out in that methodology.

Article 4(1) and (2) of Decision 2009/287, read in the light

of the Commission’s Communication of the 26th of July, 2001,

relating to the methodology for analysing State aid linked to

stranded costs, must be interpreted as meaning that when

calculating the annual adjustment of the stranded costs

compensation to be paid to a generator that is a member of a

group of undertakings, account must be taken of that group’s

membership and, therefore, the financial results of that group,

on the date when the adjustment is carried out. ■
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Hydro-electric power plants at the peak of the world’s

generation

62,500 power plants are in operation around the world,

according to the USA’s EIA, with a total installed generating

capacity of more than 6,000 gigawatts (GW) in 2015, and

nine of the ten largest power plants by capacity, are all

hydro-electric power plants.

Four of those are located in China, and only began

operations in the last 13 years. The second biggest source of

electricity, after coal, hydro-electric power accounted for

20% of the country’s total generation in 2015.

‘Norway’s love of the electric car blossoms’

Norway is the world leader in electric cars per capita, and

has just become the fourth country in the world to have

100,000 of them on the roads. How has Norway achieved

this remarkable statistic? Apart from announcing that it will

ban new sales of fuel cars in 2025, the government has

introduced a raft of generous subsidies to encourage its

people to go electric.

The Norwegian green car sweeteners:

 No purchase taxes

 Low annual road tax

 Exemption from 25% VAT on purchase

 No charges on toll roads or ferries

 Free municipal parking

 Access to bus lanes

 50% reduction in company car tax

 No VAT on leasing

It has also launched an aggressive tax policy towards

high-polluting cars, whilst offering zero tax on zero emission

cars. The “polluter pays” policy has brought the cost of an

electric car into line with a conventionally-powered one.

Electricity pumped into cars at public charging points is free.

(PW)

Juncker Plan’ to begin to support poorer EU members

The much-heralded Juncker Plan, the EU’s flagship

investment scheme, has showed, after the first year of its

existence, that mainly the richest 15 countries benefitted

from it.

The European Investment Bank, in an evaluation report

of the plan, declared that nearly all the money spent so far

had gone to the 15 richest countries in the bloc, “leaving the

other 13 poorer ones out in the cold”.

In June, the EC announced that it would propose

extending the Juncker Plan beyond its 2018 deadline. To

encourage projects from the 13 poorer countries, the EC will

get “targeted technical assistance services at local level

across the EU”, from the European Investment Advisory Hub,

and the EC will urge the EIB to be more active there, too.

(PW)

US Energy shake-up boosts natural gas at the expense of coal

Solar energy in the US is expected to almost triple by

2017, in less than three years, as coal continues to fall,

solidifying gas as the country’s chief source for electricity.

Renewables still only made up a fraction of the US power

supply – 8% this year, but that figure is expected to grow,

driven by the rise of solar, which was boosted by Congress

extending the solar tax credit. Wind power is also likely to

grow by 8% only in 2017, as it had grown by 15.5% in 2016,

so that marks a disappointing trend.

Falling natural gas prices and new mercury laws aimed at

coal-fired plants, have ensured that coal continues to suffer,

and for the first time in history, more electricity has been

produced in 2016, by gas than coal, 35% compared to 30%.

As more and more coal companies are required to install

expensive scrubbers on their coal-fired plants, to reduce

mercury and other air pollution, the future for coal plants is

grim, with many likely to cut their losses and close. (PW)

Onshore wind farms far more popular than previously thought in

the UK

Some 73% of the public - (over 2,000 people were

interviewed) - support onshore wind farms, but the

government continues to block their construction. Even in

rural areas, where people are more likely to be affected by

wind farms, 65% of those polled were in favour of them, with

only 25% against.

Solar power, which has been crippled by the slashing of

subsidies, received more favourable results than wind power,

with 83% in favour, and only 8% against.

Fracking, by contrast, could only gather 34% support,

with 45% against. Nuclear power managed to attract 46% in

favour, with 37% against. However, both of these

controversial energy segments have received political

decisions and support recently. (PW)

Global Warming continues: 2016 will be the hottest year ever

recorded

July, 2016, will be the hottest month ever recorded. In

fact, 2016 will be the hottest year ever recorded, easily

beating 2015 - the previous hottest year, and before that –

2014, which first started this 3-year record run.

Sea levels rise as the heated water expands, and one can

measure the ice loss across the globe. Despite all that, 2017

is likely to be cooler, because temperatures fluctuate, and

three years of hot weather is likely to be followed by a

contrast. The long-term trend is for temperatures to rise, and

the world has to face up to that reality. The Paris Agreement

was a start. (PW)

NEWS FROM THE REGION

Romania’s Hidroelectrica 9-month gross profit rises 30% y/y’

Hidroelectrica’s gross profit rose 30% year-on-year in

the first nine months of 2016, amounting to a sum of EUR

251m. In September alone, the company doubled its profits

when compared with the same period in 2015.

For the last four years, Hidroelectrica has been battling

against insolvency, so this latest news is very welcome. The

government-owned firm operates more than 200 hydro

power plants, with a combined installed capacity of over

6,400 MW. This Romanian success story reflects upon the

global success of hydropower in 2016, as outlined in the

‘Energy Echo’ column. (www.actmedia.eu)
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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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Visegrád Group

Roundtable, from left to right: Miloš Zeman, János Áder, Andrzej Duda, Andrej Kiska and Maroš Šefčovič (full-face). 25 years after its

establishment the Visegrád Group still provides constructive input on EU integration. Commissioner Šefčovič discussed energy policies

with the four presidents: the Czech Republic, Miloš Zeman; Hungary, János Áder; Poland, Andzej Duda; and Slovakia, Andrej Kiska.
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