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Dear Reader,
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Welcome to the first issue of the ‘CEEP Report’. We
intend to publish it monthly including the opinions,
views, and proposals important to the development of
the energy sector in Central Europe, as well as to the
safe, sustainable growth of the energy sector in the European Union.

>3

GERMANY NEEDS COAL - AND
GAS-FIRED POWER PLANTS >3
AN ENERGY SECURITY
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ETS REFORM PROPOSALS
AND THE IMPLICATIONS
FOR CLEAN COAL AND
CCS-PROJECTS

Paweł Olechnowicz
Chairman of the Board of
Directors, CEEP, AISBL
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Wise ideas,
responsible decisions
Energy, fuel, their availability and prices
are now everybody’s preoccupation,
from heads of states and governments
to taxi drivers and airline operators.
Energy is of relevance to everyone
in society. It plays a major part in our
lives, and so we need to monitor energy developments very closely, both
in Europe and globally.
We, in Central Europe Energy Partners,
have been doing this for over 2 years
and the results are encouraging. I want

to make it clear that we are still far
from reaching a long lasting, reasonable and flexible agreement which will
provide for both energy security and
stable economic growth. However, the
thinking is changing and I am happy to
notice that we attract more and more
interest in working out durable solutions for the future. That is what we
all badly need: wise ideas turning into
responsible decisions. >>>p.2

We want to bring to you as much facts, figures, and
relevant analysis as is technically possible, with a single aim: to provide for a better understanding of complex energy problems and to encourage co-operation
between state institutions, business entities and academic centres, within a world of EU policy and regulation, whilst always being aware of the rapidly-changing
global context.
Please note that we present a range of opinions and
some will contradict others, but we wish to be truly
transparent and open in our coverage of the energymix and the challenges facing Central Europe. We wish
to invoke discussions and exchange ideas, in order
to not only provide an interesting forum, but to also
gauge a clearer perspective of the views held within the
Central Europe energy sector. So, we welcome all communications from our readers, and will be very pleased
to modify this publication, according to your needs and
wishes. We work together on at least two great goals:
serving the interests of Central Europe’s energy sector,
and integrating more fully within the European Union.
The CEEP Report will keep you up-to-date as all important energy issues unfold.
With best regards and wishes,
Tadeusz Jacewicz
Editor-in-Chief
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Wise ideas, responsible decisions
We are proud to be slightly different
from many bodies, representing the
group interests of the widely-understood energy sector’s needs. From the
initial discussions to bring together business, and international institutions, as well as scientific bodies
and public opinion, we wanted
to be knowledge-based and in
practice, enriched. We are open to
new ideas, strongly anchored in
the economic reality.

now. It should be remembered that GDP
per capita in EU-15 countries in 2010 was
28 300 EUR, whereas in CEE countries, it
reached 9 000 EUR.

I am particularly happy that the
corporations from Central European countries are eager to join
the international debate on energy
supply and security. They may
contribute valuable experience
and vast ‘know-how’ on how to
achieve it. I hope I am not being
overly optimistic in describing our
developing co-operation as both
challenging and promising.
It is most important that a united Europe
strikes the right balance between climate protection and economic growth
needs and requirements. We cannot
allow ourselves to be pushed in one
direction, whilst neglecting the other. If
we do, then a united Europe will be even
more divided economically, than it is

However, the reality is that divisions
are apparent and inevitable, especially within the energy-mix of several
countries. Scotland is revelling in wind
power at the present time, for instance,
whilst France is clearly committed to
a nuclear route for its energy needs,

>>> CONTINUATION from p.1

and Poland relies heavily on its coal
resources. Different conditions exist in
different countries. Despite that, Central
European countries, including Poland,
have willingly ‘opened their arms’
to other forms of energy within
their respective energy-mixes.
One can mention for example
photovoltaics, shale gas, wind and
hydropower as energy sources
having some impact in the region.
A major threat to their growth will
be caused if severe restrictions on
coal usage are applied, via the EU’s
policies, as it would mean slowing
down the economic growth of
Central European countries, with
negative results for the whole
continent.
So, we should work together to
forge out a compromise which will
support and stimulate Europe’s
overall growth, represent the
interests of Central Europe in the
EU, and maybe even enhance the wellbeing of other countries further afield.
This is needed now, and will be needed
even moreso in the future.
Paweł Olechnowicz,
Chairman of the Board of Directors,
CEEP, AISBL

ROESLER ON CO2
TRADING
Philipp Roesler, Vice-Chancellor of Germany and
the Federal Minister of Economics and Technology,
discussed with his Polish counterpart, the Deputy
Prime Minister and the Minister of the Economy,
Waldemar Pawlak, energy issues and CO2 emission
rights, when the German Minister visited Poland on
the 17th of August as part of his tour of five European countries, to discuss matters key to the European
internal market and energy policy. During the joint
press conference with Mr Pawlak, he spoke against
administrative interference in the European market
for CO2 emissions allowances trading. The European
Commission has signalled that there are plans for
such interference.
The German Deputy Chancellor emphasised that
the trade system for the CO2 emissions allowances
has been in existence for quite some time and it is
a strictly market one. “The prices should be regulated by market forces, which some people dislike,
and others deem the prices to be too low. Artificial
increasing of emission prices is absolutely wrong”
– Mr Roesler asserted. “We do not want to create
extra costs for the economy, that is why we are
against any hiking up of the CO2 allowances prices.”
At the end of July, the European Commission started consultations with the European Parliament and
member state governments on cutting the number
of allowances in the period 2013-15. There are three
options of achieving that goal. EU Commissioner for
Climate Action, Ms Connie Hedegaard, announced
some permanent measures likely to be introduced,
which means definite removal from the market of
the part of the CO2 emissions allowances quota.
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Grupa
LOTOS
looks
into CO2
problem
Amongst a cluster of new projects,
Grupa LOTOS have embarked on, one of
the most interesting is being carried out
in co-operation with Gdańsk University,
within the international project ‘Sub-seabed CO2 Storage: Impact on Marine Ecosystems - ECO2’, which is financed by the
company’s own funds and an EU grant in
the area of related scientific works. ‘Subseabed CO2 Storage: Impact on Marine
Ecosystems’ is a collaborative project
funded under the European Commission’s Framework Seven Programme:
Topic OCEAN.2010.3 Sub-seabed carbon
storage and the marine environment.
The ECO2 project sets out to assess the
risks associated with the storage of CO2
below the seabed, and will assess the
likelihood of leakage and the impact of
leakage on marine ecosystems. In the

meantime, Grupa LOTOS is involved in
two related works packages.
Within the first package, Grupa LOTOS
has performed hydro-acoustic surveys
at the B3 site, and the research expedition just concluded its tasks on Sunday
the 5th August, 2012, in Gdańsk. The
research crew on board the R/V St.
Barbara investigated the B3 site in the
Polish Baltic Sea for 2 weeks. They carried out 140 sub-bottom profiles to gain
new geophysical data. In the next stage
of the process, scientists from Gdańsk
University will analyse the data to assess
cap rock integrity and possible CO2 leakage pathways.
Information about the above ECO2 project is available on the webpage:
http://www.eco2-project.eu

LOTOS Petrobaltic is involved in a
project on the evaluation of a feasibility study for CO2 storage potential with
enhanced oil recovery, developed by
the Academy of Mining and Metallurgy.
The study results will be ready next year.
The project is part of one of the research
tasks, which is titled: ‘Developing a technology for highly efficient zero emission
coal blocks, integrated with CO2 capture
from exhaust gases’. This overall study
is being carried out by the Consortium’s
scientists and private entities, the leader
being the Silesian Technical University.
In April 2012, LOTOS Geonafta chose
a company, which is now preparing a
feasibility study for enhanced oil recovery by compressing CO2. The results of
these studies could yet be published
this year. The contractor is the Senerga
Company.

GERMANY NEEDS
COAL -AND GAS- FIRED
POWER PLANTS
German Environment Minister, Peter Altmaier, recently said that the country will need to build more
coal- and gas-fired power plants in the coming years
to ensure energy supplies, even as Germany is pursuing one of the world’s most ambitious climate protection strategies - Dow Jones Newswires reports.
On the 15th of August, Altmaier, speaking at the
opening ceremony of a new lignite-fired power plant
that utility RWE AG (RWE.XE) built, at Niederaussem
west of Cologne, said that Germany will require conventional fossil-fuelled power plants for “decades to
come”, in order to complement unreliable and intermittent renewable energies such as wind and solar
power.
Renewable energy sources have been booming in
Germany in recent years, and renewable electricity
production has already exceeded 20% of overall production. However, the government has repeatedly
said that there needs to be adequate back-up power
generation capacity to ensure that consumers and,
more crucially, industry, can be supplied with energy
around the clock.
He also said that new fossil-fuelled power plants like
the 2,200-megawatt facility that RWE built in western Germany, are contributing to climate protection
goals.
“If one builds a new state-of-the-art lignite power
plant to replace several older and much less efficient
plants, then I feel this should also be acknowledged
as a contribution to our climate protection efforts,”
Mr. Altmaier declared.
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An Energy Security Strategy
for the Western Balkans
By Ian Brzezinski

The next twelve months will be a time of decision-making concerning energy security in the
Western Balkans, and subsequently, for Europe’s
efforts at energy diversification. Yet today, in
sharp contrast to the policies, plans, and investments now binding Northern Central Europe into
the European energy market, the West lacks a
strategy to integrate the energy market of the
Western Balkans into that of Europe’s.
The need for such a strategy has become urgent
in light of the following dynamics:
• Approaching NABUCCO decisions: next
spring, the NABUCCO consortium is expected to
make decisions that will determine when, and if,
plans for NABUCCO West and TAP will transform
into realities.
• Approaching South Stream decisions: Russian President Vladimir Putin has made it clear
that he wants final investment decisions concerning the South Stream to be made by November, and to have construction beginning before
the end of 2012. These decisions will affect the
footprint of the South Stream in Europe.
• China’s entry into the Central European Energy Sector: last April, during his visit to Warsaw,
Premier Wen announced the establishment of

a $10 billion investment fund for Central Europe,
and the energy sector is a primary focus of this
fund.
• The Euro Crisis: The euro crisis and Greece’s
economic collapse has made the Western Balkans and its energy infrastructure more vulnerable to rapacious acquisition by Russian and
Chinese entities. The EU’s pre-occupation with
the euro-crisis has limited its ability to focus on
the region’s energy future.
These dynamics threaten to significantly influence the future of Western Balkan energy
infrastructure, regional integration, and links to
the broader European energy market. Not since
2005, when the region and the European Commission signed the Energy Community Treaty
has there been a significant Western – (including
the United States) – effort to drive forward the
reforms and planning necessary to integrate the
Western Balkans into the broader energy market
of Europe.
With the aforementioned factors in play, it has
become all the more urgent to re-animate the
energy dimensions of the transatlantic community’s approach to the Western Balkans.

Ian Brzezinski is head of the Brzezinski Group Consultancy, providing policy and strategic
advice, a member of the Strategic Advisors Group at the Atlantic Council, and a former
Deputy Assistant for the Secretary of Defense.
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ETS Reform Proposals and the Implications
for Clean Coal and CCS Projects
By Dr. Frank Umbach

The ETS is the EU’s main instrument for implementing the
20% target for mitigating climate change and its long-term
de-carbonisation strategy is in a major crisis, at a time when
the EU’s ‘Energy Roadmap 2050’, with its long-term energy
and climate policy goals (reduction of CO2 emissions by
80-95% in 2050 from the 1990s level and expansion of renewables from the present 14% to 50% of electricity generation) had just been confirmed by the European Council in
February 2011. The ETS has a double role: to control the EU
level of emissions and to give adequate price signals, with
a market value of traded permits reaching US$120 billion
in 2010. However, it is widely seen as ineffective and not
delivering cost-effective emissions reductions, with prices
falling from €18 per ton in March 2011 to the current price of
just €6-7 per ton.
As a result of the low carbon prices, coal is currently more
competitive than gas for power generation, though (domestic) coal-fired generators emit up to 40% more CO2 than
gas-fired plants. This difference, though, is much smaller
when taking into account life-cycle emissions and the longdistance transportation of pipeline gas or LNG, and especially when new technologies with an efficiency up to 45%
in the newest generation (already introduced in the newly
built coal plants such as in Germany) and more than 50% in
the next generation are applied. This reduces CO2 emissions by a further 30% with the newest generation.
While critics want to replace the ETS with a more efficient

carbon tax, offering more predictability to stimulate investments in green technology, renewables, and CCS projects,
the European Commission’s reform proposals of the ETS
envisage reducing the massive burden of surplus allowances in the third phase of the scheme (2013-2020), based
on three options to reduce the volume of auctioning in the
first three years of the third phase by 400, 900, or 1,200
million allowances of the total 3.5 billion euros up to 2015.
Structural and legal changes are considered as necessary to
address the challenges in the ETS. Nevertheless, the reform
of ETS might be too little, too late, and may simply produce
short-lived effects, rather than send any firm price signals
to carbon markets, whilst shifting the problem of oversupply to the future, without solving the deeper structural
problems to attract investments in low carbon technologies, such as CCS, as well as Carbon Capture and Use (CCU)
projects.
Changing International Conditions
Poland’s firm stance against further ambitious EU-wide
climate mitigation targets moving beyond 20% by 2020, the
energy roadmap to 2050, and the ETS reforms, has some
deeper roots because in its view the EU’s climate policies
are not balanced sufficiently with the EU’s other two objectives of the energy triangle, namely, energy supply security
and economic competitiveness. It also refers to the changing international conditions: >>>p.6
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1. Crisis of the Global Climate Mitigation Policies: At present,
the EU’s ambitious climate protection policies are not supported by other large emitters such as China, the United
States, India, Russia, and Japan. Any EU unilateral policy of establishing more ambitious climate protection targets may just
cause more free-riding policies by other states, as in the past.
It may also threaten the survival of its energy-intensive industries, such as the European metal and chemical industries.
Moreover, the room for political manoeuvre in coping with
the climate change challenge is closing as each day passes.
Around 80% of the total CO2 emissions to 2035 are already
‘locked in’ by the present existing energy infrastructure and
production capabilities. All permissible CO2 emissions in the
450 Scenario from new infrastructure up to 2035 would need
to be zero carbon – a politically unrealistic scenario, which
theoretically, would also cause extremely high costs. Even the
best-case scenario of the EU’s collective energy-mix by 2035
will still dominantly be based on fossil fuels, including coal.
2. Gas Price Differences and Europe Losing its Economic
Competitiveness: The ETS crisis and reform proposals coincide with another new strategic development, which is still
too often overlooked in the EU, but has far-reaching geoeconomic impacts: As a result of the ‘shale gas revolution’ in
the U.S., the gas price gap between the U.S. and Europe has
increasingly been widening. Last April, the historically low U.S.
gas price was just US$2.5 per million British thermal units, in
comparison with US$9 in Europe and US$16-18 in Asia. It has

already caused a ‘re-industrialisation’ of energy intensive and
other industries in the U.S., which threatens the future economic competitiveness of the EU industries towards the U.S.,
possibly leading to a ‘de-industrialisation’ on the European
side.
Therefore, Poland wants to change the definition of ‘de-carbonisation’ for financial support, not just of renewables, but
also of other ‘low-carbon technologies’ such as nuclear and
CCS/CCU. The latter is important not just for coal-fired generation, but also for gas (including unconventional gas projects)
and energy intensive industries because CCS has to cover
20% of the CO2 emissions to be reduced by 80-95% in 2050.
Without (modest) higher carbon prices and a reform or replacement of the ETS with a common European-wide carbon
tax to stimulate investments in ‘low-carbon technologies’,
the Polish strategy of a ‘de-carbonisation’ is also not realistic
in the mid-term perspective. Hence, a compromise between
the Commission’s and the Polish ‘de-carbonisation’ strategies
is needed, and is also realistic over the coming months and
years.
Dr. Frank Umbach
Associate Director of the European Centre for Energy and
Resource Security (EUCERS), King’s College, London;
Senior Associate for International Energy Security, Centre
for European Security Strategies (CESS), Munich & Non-Resident
Senior Fellow, U.S. Atlantic Council, Washington D.C.

Welcome to our new Member!

PETROLEUM-GAS
UNIVERSITY OF
PLOIESTI JOINS CEEP
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The Petroleum-Gas University of
Ploieşti joined Central European
Energy Partners, (CEEP), AISBL,
on the 7th of August, 2012. The latest addition to the growing family
of CEEP members was founded in
Bucharest in 1948, and is proud of
its outstanding and prestigious track record in teaching high-class specialists for the oil and gas industries.
The University growing from the 155 year-old tradition of Romanian oil production, has over 9 thousand
students. “We welcome our newest, distinguished
recruit, which extends our activities into yet another
country blessed with the experience of oil exploration and production, and still very active within that
sector. The University of Ploieşti will enrich our scientific and practical knowledge of all oil and gas sector
aspects, including most of the contemporary issues
regarding climate changes and environmental protection”, declared Mr Janusz Luks, the CEO of CEEP,
AISBL.
CENTRAL EUROPE ENERGY PARTNERS, AISBL
ROND POINT SCHUMAN 6 (BOX 5)
ETTERBEEK (B-1040 BRUSSELS)
BELGIUM
BRUSSELS@CEEP.BE
TEL: +32 22 34 6368
FAX: +32 22 34 7911
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>>> CONTINUATION from p.5
for Clean Coal and CCS-Projects
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By Arunas Laurinaitis

The EU and Lithuania’s energy
policies have to ensure
successful competitiveness
for enterprises.

Over the past decade, a number of
significant changes have taken place in
the Lithuanian energy sector. Lithuania’s
dependence on energy imports, due to
various reasons, has increased dramatically – a 100% increase of natural gas and
coal imports, over 90% of oil, and 80%
of electricity. Therefore, the Lithuanian
National Energy Independence Strategy
is an important document for maintaining
continuity of the National Energy Strategy
strategic objectives up to the years 2020,
2030, and 2050, while focusing on three
strategic provisions in line with EU energy
policy: 1) significantly reduce the dependence on energy imports from one country,
and diversifying energy supply sources; 2)
increasing the competitiveness of energy markets and integrating Lithuanian
energy systems into the Scandinavian and
Continental European energy systems; 3)
ensuring sustainable energy development:
increasing the number of energy resources
and enhancing energy efficiency in industry and households, promoting the use of
information communication technologies
(ICT) and renewable energy resources,
reducing greenhouse gas emissions. It is
appropriate to emphasise the main priorities of the Lithuanian energy systems listed
here.
Natural gas from the technical and ecological points of view is the most effective fuel

and has an opportunity to replace nuclear
fuel over the next decade. Therefore,
priority should be given to the construction of the liquefied natural gas terminal,
along with the optimal infrastructure
development, which is required for the
terminal connection to the country’s current natural gas supply system and Polish
gas systems. The EU approved plan of the
Baltic energy connections between Lithuania and Poland, estimates that by 2018,
the Lithuanian and Polish gas systems will
be integrated. This link will connect not
only to the European gas network, but also
to the existing and newly-built liquefied
gas terminals in Poland, the Netherlands,
and other countries.
The stated renewable energy development
goals are realistic and achievable, but there
is an urgent need to develop and implement rational schemes for their promotion. Barriers preventing the development
of distributed power generation must
be eliminated. There is a need to provide
concise terms for project implementation,
shorten the authorisation procedures,
refuse to use groundless sanctions, and
adjust the Renewable Energy law. Appropriate financial support, transparent procedures of accessing the electricity and heat
network for small manufacturers would
encourage companies and individuals to
build cogeneration plants. >>>p.8
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The EU and Lithuania’s energy policy have to ensure successful competitiveness for enterprises.
>>> CONTINUATION from p.5
In order to achieve progress, companies own electricity - produced and used for their own needs - should not be charged
any additional fees and should not be regulated by public
service obligations (PSO).
The Visaginas nuclear power plant project is very significant
for ensuring the country’s energy security and the sustainable
growth of the power system. The project’s financial viability
would be approved only by ensuring the participation of
regional partners.
The recent economic situation in the EU and unstable nearterm outlook shows that target strategic objectives cannot
be implemented without full use of private investors’ capital.
Inclusion of the private capital could be very significant in
implementing large-scale energy projects. However, it should
be subject to legislation, providing how value for the private
investors can be assured.
Concern Achema Group, as one of the industry leaders in the
Baltic region, has always considered development of energy
infrastructure in the country, as one of its priority tasks. However, funding for energy infrastructure cannot be effectively
resolved by national measures alone. It is necessary to identify ways and means to apply the effective use of EU Structural
Funds, Cohesion Funds, and the financial support of TEN-E.
Arunas Laurinaitis, President of Concern Achema Group,
member of CEEP

CEEP - ABOUT US
Central Europe Energy Partners, AISBL (CEEP) is an international non-profit association incorporated on May 4th, 2010, in
Brussels, Belgium.
CEEP opened a branch office in Berlin in 2011. The Association is
open to all companies and individuals active in the energy sector or dealing with any matters related to the energy sector.
Currently, CEEP represents leading energy sector companies
from Central Europe dealing with oil, gas, renewables, coal, nuclear, grids, and electricity, etc. Since the foundation of CEEP
by five founding members, the association now consists of 17
members with the clear potential to grow further.
CEEP’s primary mission is to support the integration of the
Central Europe energy sector within the framework of a common EU energy and energy security policy. CEEP was perceived
as an answer to dynamic changes in European legislation. The
Association takes an active part in the preparation of EU laws
for the energy sector, and therefore, exerts real influence. We
strongly believe that there is still room for enhanced co-operation between the countries of Central Europe and the EU,
through launching new regional projects, and speeding up existing ones.
One of the common issues for all Central European countries is
the use of indigenous resources. CEEP makes it very clear that
the use of various domestic energy resources is the key to a sustainable development of the European energy sector. It determines our energy security. This needs to be conducted whilst
fully respecting the highest environmental standards.
Central Europe Energy Partners’ purpose and mission is guided
by the fundamental imperatives lying at the very heart of European integration, namely, SOLIDARITY and PARTNERSHIP.
CEEP, representing energy companies and scientific institutions
from Central European countries, does not only speak up for
them – but stands up for them, as well!
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Venue: Warsaw University of
Technology – Senate Hall

UPCOMING EVENTS:

Session:

‘Energy Roadmap 2050.
Challenges, opportunities
and pitfalls’.
On June 1st, an
energy event,
organised by
Central Europe
Energy Partners (CEEP),
PFA-G (the
Polish Higher
Education
and Business
Forum), and
Grupa LOTOS
S.A., took place at Warsaw University of
Technology. Special guest of honour was
Britain’s State Minister for the Ministry
of Foreign Affairs, Lord Howell. The title
of his presentation was: ‘Main challenges in European energy policy, including
unconventional sources of energy –
a British view’.

Lord Howell stated that the ‘Energy
Roadmap 2050’ was already an outdated
concept.
In his comments on energy matters,
Lord Howell stuck closely to the title of
his speech, giving what he stressed was
a British perspective on the future of European energy policy. He saw gas as the
main fuel of the future, and was excited
by the possibilities of supply diversification, listing the North Sea, Norway,
the network of gas pipelines in Europe
being developed, and Russia, as some
of the potential suppliers for Europe’s
needs. He did state that he foresaw a
wide-ranging approach to fuel usage as
important, and envisaged a role for most
other fuels, as a consequence, including
a minimal role for coal. However, this
meant that he disappointed some audi-

ence members who were hoping for
a more positive view on coal.
He raised the issue of shale gas, and
praised Poland for its activities in exploring its existence and future usage. He
mentioned the major impact shale gas
has had on the USA, leading to more
competitive fuel prices, and hoped that
Britain would find significant supplies of
it.
Lord Howell was positive about renewables, in general, and also felt that
wind power could also be developed
to a much greater degree in the future.
However, he urged caution in giving
specific forecasts about energy sources,
as he felt that the future was far from
predictable, and that new surprises may
be ‘just around the corner’.
A former Energy and Transport Minister in Lady Thatcher’s governments of
the ’eighties, Lord Howell showed an
immense knowledge of Chinese matters. He assured the audience that China
was positive about producing a cleaner
environment, but did not respond to
target-setting, such as the EU’s ‘Energy
Roadmap 2050’.

• 14th of September, 2012
30 Energie-Gespräch - Bundestag, Berlin, Germany CEEP as co-organiser
• 18th of September, 2012
Coal Round Table - European Parliament, Brussels,
Belgium - CEEP as co-organiser
• 11th-12th of October, 2012
‘39+1’ Conference - Budapest, Hungary CEEP as organiser
• 17th-19th of October, 2012 - Biofuels 2012
7th Annual Meeting - Amsterdam, Netherlands CEEP as media partner
• 13rd – 15th of November, 2012
Coal Days - European Parliament, Brussels, Belgium CEEP as co-organiser
• 14-15th of November, 2012
4th Annual Baltic Energy Summit - Tallinn, Estonia CEEP as media partner

