EN

m EURONEST PARLIAMENTARY ASSEMBLY
ASSEMBLEE PARLEMENTAIRE EURONEST
; PARLAMENTARISCHE VERSAMMLUNG EURONEST
NMAPJTAMEHTCKAA ACCAMBJIEA EBPOHECT

Committee on Energy Security

NEST_PV(2014)-02-12

MINUTES
of the meeting of 12 February 2014, 09.00-12.00
Brussels

The meeting opened on Wednesday 12 February 2014, at 9:25, with the Co-Chair Mr
Miloslav RANSDORF (European Parliament) and Co-Char Mr Fuad MURADOV
(Parliament of Azerbaijan) presiding.

Co-Chair Mr Milosav RANSDORF welcomed all the participants and noted that at this
meeting, Members would have to hold a first dicussion on the draft report of the Committee
in view of the preparation of amendments, at alater stage.

Co-Chair Mr Fuad MURADOV informed of the participation of Mr Natig ABBASOV,
Deputy Minister for Energy, Azerbaijan in the meeting.

1. Adoption of the draft agenda
The draft agenda was adopted without change.

2. Approval of the minutes of the meeting of the Euronest Committee on Energy
Security of 27 May, 2013 in Brussels

Co-Chair Mr RANSDOREF informed that proposals for modification to the draft minutes of
the meeting of 27 May 2013 should be sent to the secretariat of the Euronest PA by the 13
February 2014, at 10:00. Should no proposal be submitted, the minutes would be deemed
adopted without modification.

3. Presentation and exchange of views on the outlook for renewable energy
development for 2030 in Europe

- Mr Alexandre ROESCH, Head of Regulatory Affairs, European Photovoltaic Industry

Association

- Mr Pierre TARDIEU, Regulatory Affairs Advisor, European Wind Energy Association
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Mr ROESCH informed the participants about the current development of photovoltaic
energy (PV) in Europe. He also presented the EPIA, which represents the whole solar PV
value chain active on the European market. The PV global market is a very new and dynamic
market. While PV was still a curiosity in 2005, real market deployment had actually taken
place over the last nine years. Mr ROESCH emphasised that Europe was the world leader in
the PV sector. However, he stressed that this trend was changing since PV technology
becomes more attractive globally, in particular in China, USA, Japan, but also in secondary
markets such as South Africa and Chile. As a consequence, the European market was
decreasing in terms of relative shares. Mr ROESCH informed that at the end of 2013,
approximately 80 GW of PV were installed in the EU. This capacity could cover the
electricity consumption of households of a country like Belgium. Furthermore, he pointed out
that in 2012, Germany and Italy were leaders in the European PV sector, while secondary
markets were developing in Bulgaria, Belgium, UK, Romania and France. Mr ROESCH saw
as a misconception that PV should be installed only where there is a lot of sun light. What
really matters is the final price of the kilowatt hour. In his opinion, the fact that energy
suppliers can produce a competitive kilowatt hour in less sunny places shows that the
radiation factor is not so important anymore. He also pointed out that the cost of capital and
the administrative cost were more important factors in this regard. In order to better
understand the PV sector, he suggested to having a closer look at its four segments. The
biggest one is the utility scae segment, where the logic is to sell electricity directly on the
markets. In contrast, the logic in the other three segments - residential, commercial and
industrial - is to self-consume the electricity. Mr ROESCH stressed that many new
stakeholders see PV as an attractive technology. He mentioned the example of the IKEA
company which was developing PV, at different locations in order to be able to immediately
cover a maximum of its electricity needs. The production profile of a PV system with a
midday peak fits quite well with the electricity consumption pattern of IKEA. When it comes
to costs, he highlighted that the support mechanisms deployed in Europe had delivered good
results in terms of cost decline. Over the last five years, PV system prices had decreased by
more than 50%. In 2013, the cost of one kilowatt hour was 16 Eurocents. This cost could
further decline by 50% by 2020, so that consumers might benefit from a cost per kilowatt
hour ranging between 8 and 16 Eurocents.

Mr ROESCH a so spoke about the long-term devel opments in the PV sector until 2030. In his
opinion, the potential of PV has been underestimated by national governments. Back in 2010,
it was expected that EU Member States would cover 2.4% (or 82 GW) of the European
electricity demand with PV by 2020. This target had already been reached at the end of 2013.
Therefore, amore realistic scenario for 2020 is that PV would cover approximately 8% of the
European éectricity demand. By continuing such a market development up to 2030, this
means that a realistic scenario for 2030 could be 15% of the European electricity demand
covered by PV eectricity. Mr ROESCH aso pointed out that there was a debate within the
EU about what would drive investments in clean energy in the coming years. Fixing the
European Trading Scheme would be an important parameter in this regard. It would force the
exit of the most polluting plants out of the market and ensure the internalisation of
externalities like CO2 emissions.

Moreover, Mr ROESCH advocated a 2030 binding target for CO2 emissions reduction which
would drive investments towards renewable energy. Besides, he argued that from investors
point of view, a CO2 target aone would not deliver the certainty and pressure needed to
invest in aclear energy mix. The CO2 price should remain volatile and be dependent of
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overal economic situation, international cooperation and national policies. A binding target
on renewable energy would be beneficia in terms of decarbonisation of the power sector. In
addition, it would reduce energy imports and the exposure of the EU economy to volatile
fossil fuel prices. According to an impact assessment of the European Commission, another
clear benefit would be the net creation of 600.000 new jobs by 2030. Mr ROESCH stressed
that stakeholders should not think about renewables in isolation but should reflect about a
systemic change. In order to add further flexibility to energy systems, he suggested to making
use of a series of tools, including a more interconnected electricity grid, storage, demand side
management, a more flexible generation mix and finally, a better exploitation of the
capabilities of PV at the distribution level.

Mr Hrant BAGRATYAN (Armenia) asked about possible recommendations for a state
wishing to involve in PV development and the social impact to be expected, in terms of job
creation but also axing.

Mr ROESCH specified that the estimates already mentioned are net creation of jobs, thus
ecompassing gains and losses. The good and bad examples of PV energy policies within the
EU are a source of experience. For very new PV markets, providing certainty to investorsis a
key. Feed-in tariffs are very important but should be designed very carefully. As a good
example, the German tariff mechanism foresees decreasing or increasing financial support,
depending on the level of capacities installed. As for markets with high level of PV
deployment, policies should be geared towards market integration and electricity grid
devel opment.

Co-Chair Mr RANSDORF expressed the view that the binding targets as proposed by the
European Commission for the 2030 energy and climate framework are not achievable.
Irresponsibility which may endanger social stability cannot be acceptable to European
peoples. To his view, there is a need to involve pension funds as major investors in the
development of renewables. He pointed out that in the Czech Republic, electrical kilowatt-
hours produced from PV energy were thirteen times more expansive than the ones from
nuclear plants. It follows that PV energy should complement other energy sources in most
European energy systems and investments should go to countries where the potential is the
highest.

Mr TARDIEU outlined his presentation by announcing his intention to address the views of
the European Wind Energy Association (EWEA) on wind power development in Europe, to
take stock of the state of the industry, and then to look ahead to 2030. The EWEA has 700
members and represents the wind industry in Europe. He stressed the positive development of
the wind power energy since 2000 (production of 12.9 GW) to 2013 (117 GW), stating that
the trend is going upwards. Germany, Spain, UK and Italy are the leading countries while
Poland and Romania have had a strong onshore wind development in the past years. He also
emphasised that wind energy capacity had increased the most over the past years, followed by
gas and PV. As a result, investments have also followed in the gas sector as gas is a very
flexible source of energy and therefore well complements renewables. In contrast, in the last
years, nuclear, coal and fuel energy sectors have decommissioned more capacities of
production than they have installed new ones. This clearly shows a shift of the power capacity
mix in Europe away from carbon intensive energy sources. Mr TARDIEU welcomed this
trend, underlining that 15 EU Member States have installed 1 GW of wind power capacity, in
the past few years. However, 2013 data were a bit worrying, showing that Germany (29%)
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and UK (17%) represented amost half of all the installations. This level of concentration has
not been observed since 2007, when the pioneer countries which were then Denmark, Spain
and Germany, represented more than half of the installations. He stressed that the EWEA
would like to see a more balanced development and that countries such as Poland, Sweden
and Romania could make a more meaningful contribution to wind power deployment.
Furthermore, it was noted that wind energy developments in the EU had an impact on
neighbouring countries. As an illustration, Ukraine and Turkey own respectively 307 MW and
3.000 MW of installed capacity.

Mr TARDIEU also shared his views about how to keep the positive tendency going forward
and what tools are needed in order to achieve progress. He emphasised that if there was no
strong investment signal coming from the European Union, investments in renewable energy
would go down. Hence, the EWEA expects the European Commission to deliver avery strong
climate and energy package for 2030. He welcomed the commitment made by the European
Heads of State and Government to decarbonise the economy by 80-95% in 2050. This would
require a specific effort for the power sector which would have to be practically completely
decarbonised, especially since decarbonising other sectors, in particular transport and
agriculture, is very difficult. In order to achieve this goal, binding targets applying to
renewable energy for 2030 are absolutely critica. Mr TARDIEU aso argued that investment
cycles in energy are very long and investment signals are thus needed right now. Carbon
markets alone are insufficient and an ambitious EU framework needs to rely on savings of
greenhouse gas emissions as well as renewables and energy efficiency. He noted that the
European Commission's proposal of 21 January 2014 on the 2030 climate and energy
framework foresees a 40% binding target for greenhouse gas emissions and regretted the lack
of clear objectives on renewables and energy efficiency. There is an EU binding target on
renewables while there are no similar targets at the level of each individual EU Member State.
The governance structure should have been clearer in this regard. In addition, the EWEA was
disappointed of the level of 27% as the quantitative target for renewables and considered this
as a "business as usual" scenario. Mr TARDIEU stressed that the European Commission's
own impact assessment hints at benefits resulting from a stronger target for renewables. For
instance, setting a target of 35% for renewables in 2030 would lead to more significantly
increase energy security, create 568,000 new jobs and achieve cost efficiency. A more
ambitious EU framework would help renewables to further contribute to EU competitiveness.
He concluded by stating that the European Parliament's resolution of 5 February 2014
represents a good step and expressed his hope that the EU Member States would take it into
consideration, during their forthcoming discussions in March 2014 on the 2030 climate and
energy framework.

Mr Hrant BAGRATYAN (Armenia) felt that energy sector was facing a revolutionnary
rather than evolutionnary changes and asked about estimates on wind energy capacitiesin EU
MS and neighbouring countries.

Mr TARDIEU agreed that a paradigm shift was occuring in energy field. He expressed his
readiness to share EWEA data and noted that expectations for wind energy within the EU
were 400 Giga Watts of installed capacities by 2030. The penetration of wind energy into the
domestic market of Danemark has already reached 30%. The market design in most EU MS
has to be rethought in order to adapt to the penetration of renewables.

Co-Chair Mr RANSDORF pointed to the difference of wind conditions anong EU MS and
asked about innovations and new types of wind power turbines coming from Japan. He also
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mentioned electricty grid problems due the transport of power from northern to southern
Germany and going through the Czech Republic. He deplored insufficient political will in
Germany to achieve electricity network interconnection between northern and southern
regions, posing security risks to neighbouring countries, in particular the Czech Republic.

Mr TARDIEU indicated that a couple of innovative projects based on floating offshore wind
turbine technology were on-going in Portugal. Those projects have a huge potential for future
development across Europe and the sector is developing at a rapid pace. As for European
electricity transport infrastructures, grids are generally old and there is a need to modernise
them. The development of renewables make the need more urgent. Mr TARDIEU noted that
the European Commission moved forward on that issue, by earmarking 5 billion Euros under
the EU energy infrastructure package and called for identifying infrastructure projects under
the 2030 climate and energy framework.

In response to Co-Chair Mr MURADOV's question on potential for renewable energy in the
South Caucasus, Mr TARDIEU explained that the EWEA was encouraging its member
companies to open new markets and to engage with southern Caucasian countries’ authorities
to plan new projects. The EWEA is ready to share experiences in the region, in order to
estimate capacities for renewables.

4. Presentation by Mr Fabrizio BARBASO, Deputy Director-General, European
Commission, Directorate-General for Energy, on the prospect of the energy
cooper ation within the Eastern Partner ship until the 2015 Summit, in Riga

Mr BARBASO gave an overview of the progress and prospect of energy cooperation under
the Esatern Partnership and also briefed Members on the main outcomes of the 2030
framework on climate and energy proposed by the European Commission on 22 January
2014. Asregards the latter, he explained that there was an urgent need for the EU to review its
policy strategy from 2008, in the context of worlwide economic and political changes. The
European Commission's proposal has four elements:

a binding 2030 greenhouse gas reduction target by 40% from 1990 levels, which
represents an ambitious but achievable target;

a binding EU-level 2030 target for renewables of at least 27%. It is proposed to no
longer set national binding targets for renewables, because such targets risk
fragmenting the EU internal market and do not allow to reach EU objectives in the
most cost-effective way;

energy efficiency remaining a core part of the overall policy: the current 2020 strategy
does not have a binding target and the EU Energy Efficiency Directive is to be
reviewed this year. The European Commission considers that the EU should wait until
this review to engage in next steps for 2030;

an overarching EU governance structure to ensure delivery of targets and coherence
between them, to promote energy market integration, to protect security of supply and
provide certainty to business.

Furthemore, a strong European governance on energy is needed. The European Commission
will ask the EU MS to provide it with national non-binding targets with regards to energy
efficiency and renewables in order to assess them and to move forward with strategic
planning in a coherent way at the EU scale.
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Mr BARBOSO aso mentioned several documents which were released alongside the
Communication on the 2030 framework: a report on energy proces and costs, a draft
legislation amending the Emissions Trading Directive to tackle the suply-demand mismatch
and give predictability to the regime post 2020 and a proposal for a Communication on shale
gas, that balances the right of EU MS to decide whether or not to exploit shale gas with the
need for a Europe-wide baseline of environmental and safety rules.

Then, Mr BARBASO touched upon the on-going energy security-related activities in the
framework of the Eastern Partnership. Although the results of the Vilnius Summit were not
satisfactory in all the various aspects, he expressed his satisfaction to see that energy
cooperation had been recognised by leaders of being an important driver for regional
cooperation. The Association Agreements with Moldova and Georgia contain very extensive
energy provisions modelled on the EU legidlation. The EU also remains extensively engaged
with Ukraine in al energy areas. In 2013, the Eastern Partnership Platform on Energy
Security met twice. On 10 July 2013, in Vilnius, the 9th meeting was combined with a visit to
a Lithuanian manufacturer of solar panel. The discussion focused on one of the "ail
infrastructures’ items of the work programme 2012-2013. On 10 October 2013, in Brussels,
an overarching subject of the 10th meeting was the run-up to the Vilnius Summit. The
thematic topics treated were nuclear safety, the results of two wokshops held on regulatory
issues and activities of the INOGATE programme which includes both financial support and
technical assistance in the energy sector.

In addition, the Work Programme 2014-2017 of the Platform was decided. It foresees to
continue with the four activities of the previous work programme and to include afifth strand
on conventional and unconventional oil and gas resources. Under the activity called
"approximation of the regulatory framework", the work will focus on market opening and
liberalisation. The activity "development of electricity, gas and oil interconnections’ will aim
at identifying the reasons for insufficient infrastructure development in partner countries and
at improving the conditions to identify projects of common strategic importance in oil, gas
and electricity. Asto the activity 3 on "energy efficiency and renewable energy”, the Platform
will maintain sharing of EU policy development, legislation and best practices, as well as
supporting the initiative of the Covenant of Mayors. An increasing number of citiesin partner
countries have followed and joined the EU cities in signing up the Covenant committing them
to reduce by 20% their CO2 emissions by 2020. The European Commission assists these
cities both in the EU and abroad. The activity 4 will look into the establishment and
strenghtening of a regulatory framework in nuclear safety. Last, the new activity 5 on
conventional and unconventiona oil and gas resources will first consist of an exchange of
information and expertise on the legidative and regulatory aspects of oil and gas exploration
comprising safety standards and transparent access to exploration.

Mr BARBASO concluded by underlining that 2014 would be an important year for the EU
external energy agenda. The broad elements of the EU external energy strategy, set in 2011
are dill valid under the new 2030 climate and energy framework. However, the
implementation takes time and there should be sufficient flexibility to adjust to a continuously
changing global energy arena.

Mr Asm MOLLAZADE (Azerbaijan) underlined the differences within energy supply
systems and policies among EU MS. He noted that the Nabucco project failed and there was
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little progress in discussing new projects for supplying further gas to Europe, such as the
Trans-Caspian gas transport project. He also asked about the position of the European
Commission on the extension of the Odessa-Brody oil pipeline to Gdansk and the risks posed
by the Metsamor nuclear power plant in Armenia.

Mr BARBASO acknowledged that south-eastern EU M S were vulnerable because they were
highly dependent on one main supplier of gas. For the this reason, the EU energy policy
consists of strengthening the diversification of energy supply. To some extent, the TAP
project will replace the Nabucco project. The European Commission strives to convince the
countries of South-East Europe to build the gas transport interconnection which are still
missing, in order to ensure the trans-border flows of gas and to develop gas tranport corridors.
The influence of existing gas suppliersin the Balkans does not help to find aternative ways to
promote a new "gas ring". As for the extension of the Odessa-Brody oil pipeline, Poland has
reconsidered its infrastructure project priorities after receiving new and probably better offers
for oil supply. Discussion on the re-set of the extension of the pipeline is on-going.

Ms Edit HERCZOG (EP) commented that EU M S enjoyed their full soverignty to decide on
their energy mix policies. National governments, such as the government of Hungary should
not blame the European Commission for their own political decisions, which for instance,
resulted in a higher dependence on Russian gas or nuclear technology.

Co-Chair Mr MURADOV noted that the South Corridor was a priority for Azerbaijan, as a
clear vector to strengthen the energy security of Europe. TANAP and TAP projects are at the
core of the South Corridor, to which gas transport interconnection projects are also important.
As the challenges for energy security will grow in the decade, the European Commission
should be a strong partner of the EU eastern neighbours in negotiating and setting up new
projects.

Co-Chair Mr RANSDORF paid tribute to Azerbaijan by reminding the importance of
Caspian Seds oil in the supply of the Red Army during the Second World War. He underlined
that the costs and taxation for producing energy in the EU were very high, as compared to the
ones of the US. He then encouraged the European Commission to reflect on this issue. He
also regretted that energy relation issues, such as the compatibily of EU and Ukrainian
electricity networks represented a negligible part of the EU-Ukraine Association Agreement.
He concluded by noting that there were many ideological components in debates on energy
policies and the drivers of policy decision-making should be rather based on realism.

Mr Hrant BAGRATYAN (Armenia) explained that energy production in Armenia was
twice more cost-effective today than twenty years ago. However, he pointed out that he did
not see possibilities to go much further in his country. As regards the Metsamor nuclear
power plant, he gave reinsurance about the enforcement of security measures which were
decided before its re-opening. Mr BAGRATYAN asked for the European Commission's
opinion on the potential of cooperation in the energy efficiency field under the Eastern
Partnership.

Answering the question, Mr BARBASO expressed his beliefs in large room for progress
about energy efficiency, in particular in the building sector. Large areas of cooperation with

Eastern European partner countries are open through exchange of experiences, expertise about
e.g. incentive measures and legal framework. Any further progress in energy efficiency
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immediately pays off by aleviating energy bills. As regards nuclear power plants, the
European Commission has called for closing at the soonest the capacities which pose threats
to the safety of populations living in their neighbourhood. The responsibility of closing down
nuclear capacities and finding alternative sources of energy remains a sovereign choice of
states.

5. Presentation by Co-Rapporteur Ms Edit HERCZOG, MEP and discussion on the
draft Report on " Challenges, potential and new engagement in cooperating on
ener gy efficiency and renewable sources within the Eastern Partnership” .

Co-Chair Mr MURADOV informed that the Committee draft report would be discussed for
the first time at the meeting and there was yet no deadline set for submitting amendments,
since this would have to wait for the re-constitution of the European Parliament’s component
of the Euronest Parliamentary Assembly, following the European elections on 22-25 May
2014. There should be at least, then, some eight months for submitting amendments to the
report. Co-Chair Mr MURADOV also announced that regretfully, Mr DELIU (Moldova), Co-
Rapporteur could not be present at the meeting. He then invited Ms Edit HERCZOG, EP Co-
Rapporteur to present the draft report.

Ms Edit HERCZOG (EP) first thanked Co-Rapporteurs Mr GERBRANDY and Mr
ONOPRISHVILI for the quality of the previous report of the Committee and offered to keep
the same ambition by presenting a new highly qualitative report. She stressed the importance
of the timing of the draft report, given that the EU was currently designing the 2030 climate
and energy framework. In the week before the meeting, the European Parliament voted in
favour of ambitious binding targets for the reduction of greanhouse gases and energy
efficiency. The chalenge is to convince EU MS to adopt the same way forward. Every
country should progress at its pace, but following the same overal direction. What is also at
stake is how the EU and its eastern neighbours can find common ways of energy policy-
making, in the perspective of the United Nations Climate Change Conference to be held in
Parisin 2015.

Ms HERCZOG then gave an overview of the topics addressed within the draft report,
highlighting that the impact of renewables and energy efficiency should concern all sectors
and people. The development of innovative solutions and transnational cooperation in these
fields should go hand by hand with efforts to tackle energy poverty. As regards energy
cooperation within the Eastern Partnership, she stressed the need to further support
collaborative research, technology transfer and access to finance, through, in particular, the
INOGATE programme and to further develop locally-based initiatives such as the Covenant
of Mayors which can change mentalities.

Ms Gulchohra MAMMADOVA (Azerbaijan) first noted that the economies of Eastern
European partner countries were three times more energy intensive than the average of EU
MS. She stressed the importance of introducing EU energy saving standards in the building
sector, given that this sector represents 40% of the total energy consumption and proposed
that this issue would be further elaborated in the draft report. She also welcomed the
recommendation n°22 of the draft report, regarding education and suggested to introducing a
recommendation on the review of programmes in these fields, such as the Erasmus Plus
programme.
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Co-Chair Mr RANSDOREF pointed to the large reserves of peat in Belarus and Ukraine, and
wondered whether those resources could be considered as part of renewable energy.

MsKatarina NEVEDALOVA (EP) informed that she was one the EP Rapporteurs in charge
of the legislative process for the adoption of the Erasmus Plus Programme. She expressed her
willingness to exchange proposals and recommendations with Eastern European partners
Members on this topic.

6. Planning and preparation of the Committee's activitiesfor 2014-2015

Co-Chair Mr MURADOV (Azerbaijan) reminded that at the last meeting, on 27 May 2013,
the Committee selected the following topic as a priority for its next report: “Policy
development on unconventional gas and potential energy market impacts in the EU and
Eastern European partner countries”. He also informed that scheduling the next meeting of the
Committee depended on the timing of the next plenary session of the Euronest Parliamentary
Assembly. This was foreseen to take place in the last quarter of 2014. As 2014 is an electoral
year for the European Parliament, the final dates should be made only after the May European
elections. Co-Chair Mr MURADOV aso reminded of the success of the Euronest PA
Workshop "Eastern Partnership prospects on energy efficiency and renewable energy” which
took place on 20 September 2013, in Vilnius. He invited Members to propose topics and
possible venues for Euronest PA workshops in the future.

7. Any other business

None. The meeting was closed at 12:05.
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