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Since 2012, CEEP has been organising the coming together of the 29
largest companies in the energy sector in Central Europe, with the EU’s
Commissioner for Energy, Mr. G.
Oettinger, via the structure of an Annual Energy Summit. The meetings
take place in Central European capitals, and are an excellent opportunity
for the EU’s top representatives and
energy sector businessmen from 11
countries in the region, to exchange
views.
This year’s ‘29+1’ Summit took place
in Vilnius, the capital of Lithuania, on
the 9th and 10th of May, 2013, under
the patronage of Dr. Algirdas Butkevicius, the Prime Minister of Lithu-

Energy Summit: ‘29+1’ in Vilnius, (from left to right): Jaroslavas Neverovicius Minister of Energy
of the Republic of Lithuania; Algirdas Butkevičius, Prime Minister of the Republic of Lithuania;
Paweł Olechnowicz, Chairman of the Board of Directors, CEEP; Günther Oettinger, Commissioner for Energy, European Commission; Friedbert Pflüger, Director European Centre for Energy
and Resource Security, King’s College London; Jerzy Buzek, MEP and Former President of the
European Parliament.

- “The principal goal
of this and future
meetings of the ‘29
+1’ is to ensure that
Central
European
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energy sector companies speak in Brussels
with ‘one voice’. Only in this way, can we
build a common European energy market
and increase the economic potential of our
region”, - Paweł Olechnowicz, Chairman of
the Board of Directors of CEEP, declared.
The formula of the meeting assumes free
and lively discussion under Chatham House
Rules.
During the conference, CEEP presented to
Commissioner Oettinger, a report prepared
by Roland Berger Strategic Consultants titled: “What price, energy, growth?” The
document reflects how energy prices affect
the competitiveness of European economies, especially in Central Europe. In the
view of the authors of the report, low energy prices and the use of indigenous raw
materials are the key factors in the development of Central Europe and the EU in the
current macroeconomic situation. The EU’s
proposal for a uniform energy policy across
the entire Community will be extremely difficult for the countries of Central Europe to
achieve.
- “To fulfil European energy sector policy by
2020, the countries of Central Europe would
have to invest from EUR 400 to 460 bn. in

Energy Summit: ‘29+1’ in Vilnius, (from left to right):
Algirdas Butkevičius, Prime Minister of the Republic of
Lithuania; Paweł Olechnowicz, Chairman of the Board of
Directors, CEEP.

energy production, transport, and efficiency. Implementation of the current climate
package, and fulfilment of the significant
energy price increases it prescribes, would
then not only significantly inhibit the growth
of the Central European economies, but also
greatly reduce the competitiveness of the

King’s College, London,
who was a moderator
of the discussion. In his
opinion, the high prices
of energy already have
a negative effect, not
only on new EU member states, but also on
the whole community.
He underlined that European companies are
moving their business
away from the EU, and
not so eagerly to China
or India, but rather to
the US. The price of energy is a driving force
Energy Summit: ‘29+1’ in Vilnius, (from left to right): Friedbert Pflüger, Director
for economic developEuropean Centre for Energy and Resource Security, King’s College London; Jerzy
ment and competitiveBuzek, MEP and Former President of the European Parliament; Joanna Schmid
Vice-President of the Management Board for Strategy and Development - TAURON
ness, and this is espePolska Energia S.A.; Günther Oettinger, Commissioner for Energy, European Comcially visible in Central
mission; Paweł Olechnowicz, Chairman of the Board of Directors, CEEP.
Europe, a region with
specific conditions. It
should definitely be
EU on the global economic map”, Heiko Ammerman, Partner, Roland Berger Strategic taken into account whilst shaping EU energy
and climate policies.
Consultants, asserted.
At the end of the Energy Summit, Mr. Paweł
The Roland Berger conclusions from the Olechnowicz gave to Commissioner G. Oetreport were very strongly supported by tinger and Minister J. Neverovic, copies of
Prof. Friedbert Pflüger, Director of EUCERS, the ‘Vilnius Memorandum’, a document
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REPORT

3

Second Annual Energy
Participants’ comments Summit: ‘29+1’ in Vilnius
>>> CONTINUATION from p.2

Can the price of energy be one of the driving factors of energy security? This question, broadly described in the Roland Berger Report “What price, energy, growth?’
which was commissioned by CEEP, stood
out in the middle of the ‘29+1’ Energy Summit discussions.

Paweł Olechnowicz
By Paweł Olechnowicz

There are many aspects to the topic of energy and energy security. The political and
geopolitical ones are dominant. Traditionally, energy security has been defined in the
context of the geopolitical risks to external
oil supplies. Today, it is a broader concept,
encompassing all energy forms, all the external and domestic links bringing energy to
the final consumer, and all the many ways
by which energy supplies can be disrupted.
There is also another angle to it – economics. Energy security is a broad concept that
focuses on energy availability and pricing.

As a result of the ‘29+1’ event, we presented
to Commissioner Oettinger, the ‘VILNIUS
MEMORANDUM’, which reflects the Central
European position on many energy issues of
common concern. We do hope that the ’VILNIUS MEMORANDUM’, together with ’THE
BRATISLAVA REPORT’, will foster a better
understanding of the energy sector in Central Europe, and will help find solutions for
the further development of Central European economies. ’THE VILNIUS MEMORANDUM’ is a document which truly mirrors our
thoughts and aspirations. Let it be the ‘guiding light’ for all of us in Central Europe on
matters of energy for the next year - until
the next ’29 +1’ Energy Summit.

Paweł Olechnowicz,
Chairman of the Board of Directors of CEEP

supported by the Central European energy
companies and participants of the Summit,
which underlines the importance of particular energy priorities such as the internal EU
market, enhancing energy security, affordable energy prices, European competitiveness, and social impact. This document was
not only the ‘single voice’ of the Central European energy companies towards projects
initiated by the European Commission, but
also an important input for the future Lithuanian Energy Presidency in the EU.
- “The memorandum, which was approved
by the participants of the discussion, is a major input, and we, of course, are taking over
the Presidency and will take into account
the remarks and observations, which CEEP
put forward today”, proclaimed the Energy
Minister in Lithuania, Jaroslav Neverovič, at
a news conference.
Commissioner G. Oettinger appreciated the
format and high level of organisation of
the meeting. He invited CEEP members to
have closer co-operation with the European
Commission and confirmed that he is ready
to take part in a third edition of the ‘29+1’
Energy Summit in the first half of 2014.

Marcin Bodio

Taking this opportunity, we would like to
thank all individuals who made this event
possible, along with our partners, including
the Lietuvos Rsprublikos Uzsienio Reikalu
Ministerija (URM), Kuriame Lietuvos ateiti,
LOTOS Group, Koncernas Achemos Groupe,
Nationaline Lietuvos Elektros Asociacija
(NLEA),Dujotekan, Lietuvos Dujos, Avenire.
Ph. D. Marcin Bodio,
Director, Planning & Research Co-ordination,
Central Europe Energy Partners, AISBL
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European states in a frank and open manner.
The fruitful dialogue yielded constructive and
valuable insights for defining a common European energy strategy acceptable to all member states.

Friedbert Pflüger
By Friedbert Pflüger

The second Annual Energy Summit ‘29+1’ once
again provided CEEP members with an exceptional opportunity for a direct and unofficial dialogue with the EU’s Commissioner for Energy,
Günther Oettinger. The conference was also
an appropriate introduction to the Lithuanian
Presidency of the Council of the EU, which will
commence in the second half of this year.
As expected, participants discussed a wide
range of vital energy issues affecting Central

Several key issues emerged from the discussion. A Memorandum from the Vilnius conference underscored the need to enhance energy
security in Central Europe, including the use of
indigenous fuel sources in combination with
best available technologies, the further deployment of renewable energy, the safe and
responsible utilisation of nuclear power, as
well as developing measures to boost cybersecurity. Moreover, the ‘Vilnius Memorandum’
placed particular emphasis on the establishment of a fully integrated, pan-European internal energy market – a top priority of the
upcoming Lithuanian Presidency – along with
the increasingly pressing issue of ensuring affordable energy prices for consumers, whilst
attempting to maintain European competitiveness.
To address the latter issue, Roland Berger
Strategy Consultants of Germany introduced
its CEEP-commissioned paper, titled: ‘What energy, price, growth?’ The study provides a compelling and objective analysis of the influence

of energy prices on the competitiveness of the
European energy sector, by identifying low energy prices as a key prerequisite for continued,
economic development in both Central Europe
and the EU as a whole. The subject matter and
release of the study has been especially timely,
given the current macroeconomic climate and
the growing competitiveness gap between Europe vis-à-vis the United States, for instance,
which is experiencing an ‘industrial Renaissance’ due to its lower energy prices.
Ultimately, the second Energy Summit ‘29+1’
has once again proven that the Central European energy community, thanks to CEEP, has
indeed found a strong and constructive ‘voice’
for its interests, and a platform of dialogue
with Brussels. This was reaffirmed by Commissioner Günther Oettinger, who, at Budapest
last year, pledged to lend an open ear to the
interests of CEEP members, but this year, went
even one step further, by calling on Central
European Member States to actively support
him and contribute to on-going energy policy
discussions in Brussels.
Prof. Dr. Friedbert Pflüger,
Director, European Centre for Resources and
Energy Security, King’s College, London

Virgilijus Poderys
By Virgilijus Poderys

LITGRID AB, as a new actual member of CEEP
since May this year, was pleased and honoured
to be invited to take part in the Energy Summit
‘29+1’ held in Vilnius on May the 10th, 2013, and
to take up the opportunity to have an open,
sincere, and direct dialogue with EU legislative
leaders and top-level decision-makers from the
European Commission and the European Parliament, such as the Commissioner for Energy,
Mr. Günther Oettinger, and a member of the
European Parliament, Professor Jerzy Buzek,
>>>
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on issues concerning the regional energy sector. New ideas exchanged, undoubtedly will
result in further fruitful co-operation of the
European Commission with Central European
regional companies and CEEP.
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LITGRID AB - A NEW
CEEP‘S MEMBER
FROM LITHUANIA
Dear Readers,
We are pleased to inform you that one of the top Lithuanian companies, Litgrid, has joined our ranks. We are extremely proud that such an
outstanding partner is amongst us. We have full confidence that we will
reach our goals together.

Virgilijus Poderys,
Chief Executive Officer of LITGRID AB

By József Sándor

I think that the presence of high level EU and
host country officials adds a special weight to
CEEP Summits. In Vilnius, I found especially
energizing the thoughts of Prof. Buzek, who
put the energy issues into a wider economic
and social context, helping CEEP to focus on
the most important issues. Listening to Prof.
Buzek and Commissioner Oettinger, and based
on the contributions of the other participants,
I have the impression that besides security
of supply and sustainability, the competitiveness pillar of the European energy policy and
affordability get more and more attention (affordability is especially important for the CEE

József Sándor

countries). I think that, due to the present
state of the European economies, focusing
more on competitiveness and affordability is
a very healthy development which is also well
reflected in the ‘Vilnius Memorandum’ and
can be a good message for the Lithuanian
Presidency.
József Sándor, Head of Strategy Planning
and Monitoring Dep. of MVM Hungarian
Electricity Private Ltd., Co.

Litgrid is a Lithuanian electricity transmission system operator which
maintains stable operation of the country’s power system, controls
power flows and facilitates conditions for the electricity market’s
functioning. Litgrid is also in charge of the integration of the Lithuanian
electricity system into the European electricity infrastructure and a
common European electricity market. While implementing the strategic projects of international power links, NordBalt (Lithuania-Sweden)
and LitPol (Lithuania-Poland), in order to secure the country‘s energy
independence, it fosters a culture of responsibility, resourcefulness and
dialogue.
More information: http://www.litgrid.eu/
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As representatives of Central European energy companies, we aim to spearhead efforts
that take into account the legitimate interests
and concerns of Central European economies.
Within the framework of the EU’s 2020 energy
agenda and the Lithuanian Presidency of the
Council of the European Union in the second
half of 2013, we fully believe that the attainment of the shared goals of energy security,
competitiveness and sustainability can best be
achieved in close cooperation with the Commission and its Commissioner in charge of energy policy, Gunther Oettinger. Moreover, we
want to be an active participant in the on-going dialogue concerning the EU Energy Roadmap 2050, Green Paper -A 2030 framework for
climate and energy policies [COM(2013) 169
final], the Consultative Communication on the
Future of Carbon Capture and Storage in Europe [COM (2013) 180] , ETS issues, etc.
We strive to support the formulation of effective policies that are acceptable to all member states. In order to mitigate the risk of EU
energy policy placing disproportionate burdens on member states, CEEP members firmly
believe that it will be more conducive to the
realisation of common goals, if the support of
alternative technologies and energy sources
better reflect prevailing conditions and the
ability of each member state to implement
EU energy policy at the national level. This is

supported, among others, by the conclusions
of the CEEP-commissioned ‘Bratislava Report’,
prepared by Roland Berger (Germany). Central
European member states currently undergoing an economic convergence process are particularly susceptible to the ambitious energy
policies of the Commission. Therefore, in order
to ensure a united Europe realises its full potential, without unduly placing certain member states at a competitive disadvantage, we
consider it important to focus on the following
energy policy priorities:
1. INTERNAL EU ENERGY MARKET
A fully integrated and liberalised EU internal
energy market is essential in addressing common energy and climate challenges, reducing
the dependence of member states on single
external energy suppliers, and in ensuring secure supplies at affordable prices for private
and industrial consumers alike. We fully support the EU’s efforts to establish a fully-fledged
internal energy market and to assist those
member states still in isolated situations, in
particular the Baltic States. This includes support for measures that focus on generation,
transmission and distribution infrastructure,
power systems management according to the
third energy package, as well as storage, all
of which play a vital role in achieving a fullyfledged, harmonized and functional internal
EU energy market.

The ‘VILNIUS MEMORANDUM’, (from left to right): Paweł Olechnowicz, Chairman of the Board of Directors, CEEP;
Günther Oettinger, Commissioner for Energy, European Commission.

To reach a fully-fledged EU internal energy
market, particular attention should be paid to
necessary additional infrastructure development, using new public financing tools such
as “Connecting Europe Facility”, in order to
achieve complete interconnectivity of currently isolated regions, like the Baltic States, and
fully integrate their power systems into the

synchronous networks of Continental Europe.
2. ENHANCING ENERGY SECURITY
We fully support the EU in its efforts to achieve
the greatest possible progress on enhancing
the energy security of member states. In order
to optimally meet their energy security needs,
we believe each member state should have the
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opportunity to freely exploit the potential of
different types and sources of energy - both
foreign and domestic- in strict compliance with
the highest environmental protection standards. Additionally, action should be taken to
strengthen the protection of critical energy
infrastructures which are of vital strategic importance to European economies. Measures to
enhance the energy security of member states
should entail:

2.2. The efficient promotion of the most economically and technically beneficial renewable
energy sources like wind, solar and biogas in
view of reducing dependence on fossil fuels
and foreign energy imports, whilst cutting
C02 emissions. Particularly secondgeneration
biogas sourced from organic wastes such as
sewage, manure, food-wastes, and landfills
can contribute to climate targets while avoiding the food vs. fuel debate.

2.1. The use of indigenous fossil fuel sources
like coal and natural gas, shale gas, crude oil
and shale oil, as well as oil shale, in combination
with state-of-the-art technologies (if commercially viable) like Carbon Capture and Storage
(CCS). More attention should also be given to
Carbon Capture Use (CCU) along with more fuel-efficient power plants, using BAT, as a means
of substantially reducing energy imports and
combatting climate change, whilst preserving
and enhancing economic competitiveness.
Combined Heat and Power System (CHP) technology also allows primary energy sources to
be used in a more effective and economical
manner. Moreover, strategic diversification
initiatives such as securing alternative supply
sources (e.g. via liquefied natural gas, a broader intraregional gas pipeline transmission network, electrical grids, etc.) will further serve to
enhance the energy security of member states.

2.3. Exploring the potential of nuclear power
in accordance with the highest available safety
standards in order to advance greater domestic competition, cut C02 emissions and reduce
foreign energy imports, whilst addressing the
continued challenges of decommissioning and
nuclear waste management.
2.4. Supporting initiatives to improve European
cyber security in order to effectively manage
emerging risks, increase infrastructure resilience and develop appropriate response solutions in light of rising global cyber threats to
critical energy infrastructures. This includes
fully supporting the European Commission’s
2008 directive on protecting critical energy
infrastructures and establishing effective legal
instruments for the implementation of cyber
security measures, fostering greater collaboration between the EU, member states, and pri-

vate companies, as well as promoting greater
international co-ordination with pertinent
partners and institutions.
3. AFFORDABLE ENERGY AND MAINTAINING EUROPEAN COMPETITIVENESS
We are conscious of the need to ensure affordable energy prices, both for private and industrial consumers across the EU. Given the
strong correlation between affordable energy and economic growth, it is crucial that
the competitiveness of the EU’s economy be
maintained when implementing EU energy policy. Therefore, CEEP members fully support all
EU efforts to balance the objectives of energy
security and sustainable development, whilst
avoiding adverse effects on the competitiveness of European economies.
4. EXTERNAL EU ENERGY POLICY
We are convinced that the enhancement of the
EU’s external energy policy should be another
top priority. We see the following measures as
helpful in order to make further progress towards this aim:
4.1. A more active role of the European Commission in negotiations with external energy
partners.
4.2. Strengthening the co-ordination between

individual member states with regard to the
EU’s external energy policy.
4.3. Fostering greater co-operation and deepening strategic energy partnerships between
the EU and non-EU states, as long as it does not
hinder indigenous investments.
5. ENERGY EFFICIENCY
CEEP members fully support the EU’s objective
of increasing efficiency at all stages of the energy chain, thereby making a substantial contribution to the increase of energy security, competitiveness, and sustainable development.
This includes support for initiatives which focus
on the transport and building sectors, as well
as the promotion of more efficient energy use.
6. SOCIAL IMPACT
Any solution concerning energy policy should
carefully analyse the social impact and consequences of the proposed measures.

Paweł Olechnowicz, Chairman of the Board of
Directors, Central Europe Energy Partners, AISBL
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Coal is stability
By Joanna Schmid

The direction in which
the European Union’s
climate policy is heading, in particular the
European
Commission’s plans related to
the formulation of a
new climate and energy strategy beyond
2020, based on further
stringent emission reduction targets, puts
in a privileged position
those power generaJoanna Schmid
tion technologies which
are different from those based on coal. This is a very dangerous
situation because large coal-fired units, as well as other fossil
fuel plants, are essential in the EU’s energy-mix for a number of
very important reasons.
First of all, coal power plants are a source of stable and continuous energy supply. They are ideal as the backup units for renewable energy sources, that due to natural changes in solar and
wind conditions, are not able to provide a continuous supply of
energy to consumers. In the absence of an adequate ‘green’ energy storage capacity at the time of its oversupply, maintaining
the readiness of conventional units in the context of guaranteeing security of supply becomes a key priority. Moreover, coal
reserves possessed by some Member States, not only ensure
energy independence, but also place them in a privileged posi-

tion in comparison with the importers of energy sources from
third countries, which are often located in politically unstable
regions. Financial issues are also important. Energy produced
from coal is still cheaper than from other sources (including, in
particular, the heavily subsidised RES), which has its impact on
energy prices for consumers. This fact is extremely important
for the large industrial end-users, in view of the competitiveness of their products.
Unfortunately, an unstable legislative environment (with many
uncertainties as to the future shape of the power regulations
at both EU and national levels), and mainly an uncertain costbenefit analysis determine that, more often than not, investors
resign from the plans to construct coal-fired power plants. This
occurs inter alia in Poland, where such big investors as the German company RWE, the French – EdF, and most recently, the
Polish Energy Group (PGE), withdrew from the construction
of units based on coal. This trend is dangerous, because after
the year 2016, due to the need to comply with environmental
standards (Industrial Emissions Directive - IED), about 5 thousand megawatts of installed capacity will disappear from the
Polish power system. Up till then, launching the first nuclear
power unit in Poland will not be possible, and it will not be feasible to ensure a continuous supply from the renewable energy
sources. Therefore, a deficit in power, and the risk of blackouts,
becomes a real threat.
Simultaneously, in Germany, an opposite trend can be observed. After heavily investing in renewable energy (in 2012, installed capacity in RES reached 76 GW, which represents a 22%
share in the country’s energy-mix) Germans plan to build 12 new
coal-fired (mostly lignite) power plants. What illustrates the size

of the coal revolution is the fact that the planned total capacity
of the to-be-built units (over 5.3 thousand MW), is the largest
at any time in the past 20 years. Ultimately, they will provide a
19% share of coal in the energy portfolio, and to a large extent,
they will replace nuclear plants, which, by the decision of the
German government, will all be closed by 2022. Thus, for the
next decade, coal will guarantee this European economic giant’s security of supply and its independence. Similar decisions

concerning commissioning of new coal-fired plants are also to
be taken by the Dutch, Czechs, and Romanians.
Therefore, despite the best efforts made at the Brussels forum,
coal will continue to play an important role in energy production in Europe, guaranteeing security of supply for Member
>>>
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States,
competitiveness
for industry, and power
stability at acceptable
prices for households. The
increasingly widespread
investments in coal-based
generation may lead to
a situation when the image of coal will be transformed, and not perceived
as a threat to sustainable
development and being
environmentally harmful,
but seen as synonymous
with stability, security, and
independence, which it fully deserves.
Joanna Schmid
Vice-President of the Management Board for Strategy
and Development - TAURON
Polska Energia S.A. A lawyer
and financial specialist. Appointed to the Management
Board of TAURON Polska
Energia S.A. as of the 1st
of October, 2010, she is in
charge of the departments
of strategic development,
and strategic projects.

German Coal-Fired Power Stations Due to Open By 2020
Operator

Location

MW

Date  Due

Status

Trianel

Lunen

750

2013

In	
  trial	
  

EnBW

Karlsruhe

874

2013

In	
  construction

GDF

Wilhelmshaven

800

2013

In	
  construction

Steag

Duisberg

725

2013

In	
  construction

E.ON

Datteln

1055

2013

In	
  construction

RWE

Hamm

1600

2013

In	
  construction

Vattenfall

Hamburg

1640

2014

In	
  construction

GKM

Mannheim

911

2015

In	
  construction

MIBRAG

Profen

660

2020

A/W	
  Approval

RWE

Niederaussem

1100

n/a

A/W	
  Approval

GETEC

Buttel

800

n/a

A/W	
  Approval

Dow

Stade

840

n/a

A/W	
  Approval

Source: BDEW, the German Energy Producers Association

By Arash Duero

The 37th Energy
Dialogue at the
Reichstag - at
the invitation of
Prof. Dr. Friedbert
Pflüger, Ambassador Janusz Reiter
and Central Europe
Energy
Partners
Arash Duero
(CEEP) – discussed
potential reform of the German Renewable
Energy Act, grid stability, and power storage
options on May the 17th, 2013, in Berlin.
Boris Schucht, CEO of 50 Hertz Transmission
GmbH, remarked that Germany’s power grids
are finding it increasingly more difficult to
keep pace with the unprecedented expansion
of intermittent renewable energy, which has
been greatly accelerated in recent years by a
generous feed-in tariff system that is stipulated within the German Renewable Energy Act.
The increase in fluctuating power sourced
from renewable energy has raised the risk
of grid destabilisation, blackouts, and damage to industrial equipment, according to Mr.
Schucht. Moreover, the lack of adequate grid
infrastructure to accommodate the additional renewable power in Germany has resulted
in ‘forced exports’ to neighbouring countries
like Poland and the Czech Republic, thus, also

placing their electricity grids under strain. To
counteract these negative developments, Mr.
Schucht advocated a more efficient and co-ordinated expansion of renewable technologies
and the country’s power grids, as well as a
major revision of the Renewable Energy Act.
However, he did not expect any major actions
or amendments from policy-makers before
upcoming elections in autumn.
Prof. Dr. Georg Erdmann, Head of the Department of Energy Systems at the Berlin University of Technology, introduced his market
integration model for renewable energy. Addressing the pressing issue of resource misallocation and rising energy costs as a result of
the German ‘Energiewende’, Prof. Erdmann
pointed out that most of the current debate
revolves around subsidies for solar power.
However, while solar power has indeed contributed to higher energy prices, he reminded
the audience that there were also other contributing factors, including the expansion of
the transmission and distribution grids, intelligent load management, and the development of power storage technologies.
Finally, both speakers stated that rising energy costs could have a detrimental impact on
the competitiveness of the German economy,
and provided examples from energy-intensive industries to underscore this assertion.
>>>

10

REPORT

Czech Energy, 2013 – Where the Path is...
‘RANDOM’ REMARKS ON THE CZECH ENERGY SECTOR IN THE EUROPEAN CONTEXT

vantages of a common energy market and the desire to protect
our planet. However, real life is far different from political decisions, and so we ask ourselves – is our direction right? Also, is
the price we pay for energy too high?
SOME CZECH ENERGY ISSUES
Renewable Energy
During 2009 and 2010, there was a massive increase of photovoltaic plants in the Czech Republic -being built almost everywhere, in a country, where “the sun shines 60 days per year”.
To encourage producers of this normally, uncompetitive energy
source, the Czech Parliament approved of direct support to renewable sources in the form of a surcharge paid by all producers
of energy. As a consequence, final consumers, i.e. citizens and
industries, paid this charge in their final bills for electrical energy. In 2013, the surcharge is 25 EUR/MWh, which creates 43%
of the final energy price. Due to this support (plus high charges
for energy distribution), energy prices in the Czech Republic are
high, despite the fact that the pure price for power generation
is decreasing. Is there something wrong with this or not?

•

Tomas Rosuek
By Tomas Rosuek

“When you look long into an abyss,
the abyss also looks into you.”
(Friedrich Nietzsche)

Electrical energy doesn´t know borders. While generated, it
flows where we want to transmit it. The Energy sector is also
a very conservative type of business. Investments are big and
planning needs to be done carefully, and on time, many years in
advance. All wrong decisions will be projected in the future behaviour of the system, and correcting them is extremely costly
and difficult, no matter how good were the intentions behind
such decisions. Czech business generally understands the ad-

•

Energy transmission from Germany
Energy does not know borders… currently, the Czech transmission system is facing the problem of big overflows caused
by the development of wind energy in North Germany, and it
is probably only a matter of time when our country starts to
challenge its first subsequent ‘blackout’. The costs for balancing loop-flows from Germany are estimated to amount to approximately 25 million EUR. Who is going to pay for it? Should it
not be Germany itself, or should the Connecting Europe Facility
(CEF) be the one?

•

Directive on Energy Efficiency and Impacts from Environmental Legislation
There is a need for investments necessary for meeting the criteria of the EED. The Czech government planned to cover a big
portion of these costs, by selling emission allowances within
the EU ETS System. The situation is that as the system is facing
collapse – the needs remain. To reach 50 PJ of savings will cost
about 15 billion CZK. Other costs impacting on Czech industry
come from changes in environmental laws imposed by the European Commission. The aggregate of costs from emission allowances, support for renewable sources, combined heat and
power production, the regulations of Integrated Pollution, Prevention and Control (IPPC), and the Directive on Registration,
Evaluation, Authorisation and Restriction of Chemicals (REACH),
will reach another 20 billion EUR up to the end of 2020.

•

Czech Energy-Mix
Czech energy has been historically based on solid fuels, mainly brown coal, which is obvious, as coal is practically the only
domestic natural resource. Still today, steam turbines in coal
power plants generate 50% of all energy produced in the Czech
Republic. In 2002, 2x1000 MW of the Nuclear Power Plant at
Temelín, was put into operation. It is in fact one of the youngest nuclear power plants in Europe and, together with Nuclear
PP Dukovany (2000 MW as well), they provide 20% of the Czech
Energy-Mix. The Photovoltaics industry currently supplies 10%
of energy production.

•

Investments
There is a big need to invest in the energy sector in the Czech
Republic, either in distribution or the transmission side. The
>>>
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question is: who will invest today in a situation when
the selling price of energy is about 40 EUR/MWh, and investment returns will be in 20-30 years? Just to give an
example: the Czech government intends to complete
two blocks of the nuclear power plant at Temelín. Yet,
with the expected life time of the plant being 30 years,
commercial banks are only willing to provide loans on
condition that the price will be 60 EUR/MWh plus. Such
a price cannot be reached without a guarantee from the
Czech government, and this begs the question: who will
pay it in the end? It is a kind of Gordian knot…

•

Shale Gas Issue
Unfortunately, this is probably not a major matter for
us… potential reserves of shale gas in our country are
not significant, and, what is worse, are mainly located
in populated areas. However, there is another consequence of the big ‘shale boom’ in the US, in my opinion.
Europe becomes overwhelmed with cheap American
coal, and despite domestic reserves of coal (here in the
Czech Republic estimated to last, for approximately the
next 15 years), we can be sure that energy producers in
Czech will do their utmost to keep their old coal plants
in operation.
EUROPEAN CONTEXT
The EU’s ETS System is not working. Emission allowance prices are continuously falling, backloading has
not been adopted, and even if it had been, the question remains whether it would have helped to revive the
system: I believe not. The Directive on energy efficiency

places a burden on our national energy and industry.
The discussion about the Green Paper 2030 may easily
result in other irresponsible predictions. Regional Aid
Guidelines (RAG) intend cutting big enterprises from investment incentive schemes, and financing from EU Operational Programmes. The uncontrolled development
of renewable sources loads transmission systems that
are not ready for it. Operational Programmes for 20142020 will not start before 2015. Targets from the Road
Map 2050 do not seem to be achievable, and the European Internal Energy Market is still just a paper, despite
politicians’ wishes, despite CEF, etc.
CONCLUSION
The Czech Republic is an industrial country, with industry
creating 36% of our Gross National Product. Our industry needs transparent, safe, and sustainable production
of electrical energy. From Europe, we expect wise and
careful solutions for energy and industry, apart from the
environment. Where solutions fail, revisions of systems
must be carried out. There is no shame in revising what is
not working. The shame is in continuing with it. It is not
rocket science, but my advice is – do not feel any shame
in revising, my dear Europe.
Tomas Rousek is an Energy Expert from the
Confederation of Trade of the Czech Republic.
He is a Euro-optimist.
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Energy is hot on the European Agenda
pendency, despite all efforts to boost energy
efficiency and the production of renewable energies.

Günter Verheugen
By Günter Verheugen

The May European Council has dealt with two
important subjects: the challenges the EU is
facing in the field of energy, and the strategy
against tax fraud and tax evasion. Both discussions are marking a shift in the crisis management strategy of the European leaders. Instead
of just looking into the needs of stabilising financial markets, they are now turning to the
long-term challenges the EU is facing. Energy is
a core issue in that respect. In the EU, energy
demand is on the rise, and much worse, we will
be confronted with an increasing energy de-

Moreover, energy prices in the EU are much
higher than the prices of our global competitors, which is a burden for consumers and a
strong competitive disadvantage for European
industry. This situation undermines our efforts
to regain growth and enhance job creation. As
if that was not enough, the EU is equally confronted with the need to further reduce Co2
emissions as a contribution to the global fight
against climate change. The EU Heads of States
and governments have recognised the complexity of these challenges. However, their balanced approach has been immediately criticised
by some as a move away from climate change
policy, a view, which is not totally unfair, but
somewhat narrow-minded. People across the
EU want to have a safe future, with good and
well-paid jobs, in a healthy and secure environment. There is no ‘either-or’ situation.
Therefore, I welcome the fact that our leaders finally remembered that it is the economy,
which needs to be healthy, to allow us to pursue our complex and ambitious societal goals. I
also welcome the fact that our leaders have recognised that the EU is not an isolated island, but
deeply integrated in the global economy, and

hence, must be very prudent and balanced to
find the right approach for its long-term climate
and energy strategy. We must carefully study
global developments and trends, and draw lessons from the experiences of our global partners and competitors.
It is also good that the political leaders have
tasked the Commission to further examine
the exploration of our indigenous energy resources, an issue which is highly controversial,
but has turned out to be the ‘game-changer’
in U.S. energy policy: the energy prices went
down, and the U.S. will soon be independent
from any developments in the world’s energy
markets. On our side, however, energy poverty
has become a serious threat for European societies. On top of that, the high level of energy
prices continues to weaken our industrial base
– which is the beating heart behind our growth
and prosperity.
The adopted guidelines of the recent Summit
represent a balanced approach between the
continuation of our investments into renewable energy and energy efficiency, and the need
to do more to achieve affordable energy prices
and energy security, which means developing
the EU’s indigenous energy sources and BAT in
the industry.

To that end, energy will also become a priority
on the European research agenda until 2020.
The long-term energy policy of the EU needs
substantial investments. While these investments will have to be market driven, the leaders acknowledged that support from the EU
and the Member States will be needed, and
considered EIB means and project bonds as possible instruments. Additional support may come
from the European funds for trans-European
energy networks. It is not only high time that
the long-term budget is fixed soon between the
Council and the European Parliament, but also
to define, which cross-border energy networks
are needed to truly develop a European internal
energy market.
Günter Verheugen
A Professor, and a German politician, who served as
European Commissioner for Enlargement from 1999
to 2004, and then as European Commissioner for Enterprise and Industry from 2004 to 2010. He was also
one of five Vice-Presidents of the 27-member Barroso
Commission (Barroso I). Currently, he holds the position of honorary Professor at the European University
Viadrina in Frankfurt (Oder) and is a Non-Executive
Managing Director of the European Experience Company (EEC). He is an author of a number of books and
essays on European and other issues.
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Only affordable energy can ensure
Europe’s comeback on the path of
economic growth
By Witold Nieć

The European Economic Congress, the biggest meeting in Central Europe devoted to
the role and significance of economic policy,
which took place in the middle of May in Katowice, Poland, was an opportunity to present
and recall the activities conducted by Central
Europe Energy Partners towards balancing climatic and economic policies. These activities
were designed to help Europe start developing again.
- Central Europe Energy Partners is an Association of energy companies from Central Europe.
I am proud that this international organisation
has been formed and unites companies and
organisations from the energy sector. Today,
CEEP is developing and presenting very important reports, which offer valuable guidelines
on how to balance energy and climatic policies.
Furthermore, it shows how ‘this expected balance’ is going to influence the competitiveness
of economies, which becomes of great sig-

nificance at a time of crisis. “It will have some
influence, especially on our part of Europe,”
said Professor Jerzy Buzek, former President
of the European Parliament and current Member of the European Parliament, in the opening
speech of the panel discussion session - ‘the
role of energy in a competitive Europe’.
CEEP’S PLATFORM
Paweł Olechnowicz, the Chairman of CEEP’s
Board of Directors, stated with confidence:
“From the very beginning of our activities, we
wanted to encourage companies in Central
Europe to act for a better and fuller presentation of our needs in energy and climate policies. Professor Jerzy Buzek added: “Thanks to
CEEP, the possibility has been created for companies from ‘the EU-11’ countries to express
their opinions and define their expectations
towards the European Commission. We are
also learning how to co-operate more closely.”
According to the participants of the panel discussion session, the countries of ‘the EU-11’

can now, as never before, say: “We are here
in a bit of a changing situation: we see energy
and energy-mixes a bit differently. It means,
for example, showing our European partners
that the process of reducing fossil fuels usage
will take much longer in our case,” declared
Jerzy Buzek. “Also,” he added, “because the
transformation will be much more expensive
for us”. The panellists stressed that it is an
important point, and not always understood,
because the process has already been forgotten in those countries which were members of
the European Coal and Steel Community in the
1950s.
“When Western Europe focused on services,
the other side of the continent was still developing its industry. Today, it can, and should not
only generate economic growth, but above
all, create jobs. Yet, in order for it to do so, it
is necessary not only to maintain, but also to
guarantee the permanent competitiveness of
our economies, and this cannot be achieved
without low energy costs,” claimed Pavel Cy-

rani, Strategy Director of the ČEZ Group. “We
have to turn the tendencies of high labour and
energy costs in Europe upside done,” he concluded. According to the panellists, the biggest challenge now is to balance the mutual
relations between the EU’s climate and energy
policies. It means reaching out to the louder
and louder voices present in many countries
that climate policy cannot be allowed to dominate over the economy.
STABLE GROWTH NEEDED
“We often hear and say that Europe has to
develop again. OK, we like this idea: but we
need to add that it cannot be achieved without affordable energy,” observed Heiko Ammermann, a partner in the strategic consulting
company, Roland Berger. “The climate policy
proposed by the European Commission to the
States of Central and Southern Europe, and
the rules for integration with the ‘old EU’, do
not take into account any differences in economic development. It is as if Europe had not
been divided by anything during the past 60
>>>
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Only affordable energy can ensure
Europe’s comeback on the path of
economic growth
>>> CONTINUATION from p.13
years. If we look at the Central European countries, at how the process of ‘economic catch-up’ with Western Europe
has developed in the last 8 years, we can
assume, with a high probability, that we
will achieve economic unity in the EU in
about 50 years’ time”, Ammermann emphasised. “There is only one solution:
there should be no ‘one size-fits-all’ set
of measures, but the attitude towards
member countries should be different,
depending on their resources and potential,” claimed Dariusz Mioduski, General
Director of Kulczyk Investments. “There
is no other way,” confirmed Jozsef Sandor, Strategic Department Director of
MVM. “If we want economic growth,
we need to do everything for our economies to help us regain competitiveness.
Therefore, climate policy should be harmonised with energy policy, not imposing ‘solutions’ on it,” he stressed.
The law which binds all of us is shaped
in the European Committee, and passed
in the European Parliament. CEEP has

created opportunities and a platform
for expressing opinions and outlining
the arguments. The ‘voice of the many’
is always heard more clearly than the
‘voice of the few’. CEEP’s opinion is
that when balancing energy safety and
environmental protection, then energy
supply and competitiveness will follow
with even greater force. Why is that so?
Here’s the opinion of Wiesław Różacki,
Executive Director of Hitachi Power,
Europe. “First, energy price should be
adequate for all possibilities and needs,
our own energy resources, and internal market promotion. Accepting these
arguments will be the key, not only to
practical application of European unity,
but also to the issue of Europe’s regaining the position of a strong player on the
economic market.”
“In Central Europe, we do not forget
about new technologies, reducing CO2
emissions, or continuing development
work on CCS. However, we want to be
pragmatic, and state with confidence

that climate policy resulting in an increase in energy prices is not good, either for society, or for the economy.
With priorities defined in this way, we
will never bring our economies back to
the path of growth, increasing employment and restoring our potential. The
key to the ‘restoration’ in the USA was
not climate policy, not even the hundreds of billions of dollars pumped into
the banking sector – the key to its success was gas and shale oil, which radically influenced the lowering of energy
prices to levels which are probably not
present anywhere else in the world.
What followed? Industry boomed, tens
of thousands of new jobs were created,
and the Americans are duly investing in
new technologies,” Paweł Olechnowicz
asserted, as he brought proceedings to
a close.
Witold Nieć
Experienced journalist and editor
specialising in energy, chemical
sectors and eastern markets.
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