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Introductory remarks
· We live in times of ever growing demand for energy, and this demand is set to increase by more than 50% by 2030. This growing thirst for energy causes economic and environmental concerns as energy use is the major contributor to the emission of greenhouse gases, whereas increased demand and scarcity of resources result in the increase of energy prices.

· These challenges need an adequate policy response – a true European energy policy. There are three key priorities of European energy policies: sustainability, competitiveness and security of supply.  
· To be compliant with all these priorities, we need new solution. Hence so much attention to renewables, alternative fuels, efficiency improvements. However, renewable energy sources alone, even if complemented by energy efficiency measures decreasing energy intensity of our households and industry, will not allow us, at least not in the short- and medium-term, to provide enough energy for continued economic growth. We will need besides renewables a well-balanced, diversified energy mix relying also on traditional energy sources, including fossil fuels. 
· The three main fossil fuels (oil, gas, coal) each almost directly link to one of the three main energy policy determinants. For coal, the greatest challenge is sustainability. For oil it is competitiveness. For gas it is security of supply. Let's look in detail at how European energy policies try to address each of these challenges. 
Coal in a future energy mix: sustainable use with Carbon Capture and Storage

· Coal accounts for about one-third of the EU's electricity production, and, unlike for oil, access to coal sources is reliable and prices tend to be stable. Europe's abundant reserves of coal offer security of supply. In the near future, and in stark contrast to its tradition and wide-spread image, coal can also marry well with ambitious climate goals.

· The name of the game in coal is CCS as a way to zero- or near-zero CO2 power generation from fossil fuels. In order to make this a reality, the development and commercial deployment of new technologies integrating more efficient power plants with the processes of carbon capture and storage are necessary.

· CCS can deliver the dual benefit of removing significant part of the GHG emissions without removing coal, and gas as well, from the energy mix. It can be done within 10-15 years, but will not happen unless we are seriously committed on both public and corporate level.

· This is why today our priority is to realize the planned 10-12 CCS demonstration projects that would allow for the development and commercial deployment of the technology. 

· The Commission has also addressed the issue of the legal framework for CCS, the draft Directive on the Geological Storage of CO2 is currently debated in the European Parliament and the Council. Just 2 weeks ago (7 October) the Environment Committee of the European Parliament has backed an EU-level funding mechanism to subsidise the building of CCS-equipped coal plants. 
· Indeed, financing is now the key hurdle for early CCS demonstration projects. The Commission on its part is taking steps to assist within its means the emerging first CCS demonstration projects. The Commission action notwithstanding, solid financial commitment is needed for each CCS demonstration project and the Commission expects the industry to be the first volunteer. The group of companies announced earlier this year that all their current and planned commitments to CCS amount to over 11bn euros. This is a very good start; it is important that the identified investments are indeed undertaken in the desired scope and timeframe and are followed by further commitment.. 

· In this respect I welcome the UK initiative; so far the UK is the only Member State to have announced a concrete support scheme in the form of a CCS competition. The competition should lead to at least one large-scale CCS demonstration project being supported in the near future. Besides that, Norway is also known to have pledged concrete and substantial support to several CCS projects planned for completion in the coming years. It is our aim to make sure that more European governments take equally bold and farsighted decisions.

Oil and the competitiveness challenge 

· Let me move on to oil. The EU relies heavily on oil, with a share of some 37% in our energy mix. In 2006, nearly 85% of the oil used in the EU was imported from third countries. The real percentages of everybody's concern in relation to oil are however those related to rising oil prices. This year, we have first seen in the summer crude oil nominal prices in dollars rising to historic levels representing almost a doubling of the price within a year. Now prices are down almost by a half. These are not healthy developments and are rightly preoccupying both consumers and producers. They are also keeping policy-makers busy. 
· What can be done in the face of high and fluctuating oil prices? First, we should recognize that the era of cheap oil is over. It would be difficult to formulate sensible policies seeking the return of oil price to levels observed at the start of the decade. On the other hand, policies are needed to make sure that consumers pay a just price while producers can plan their business activities with some idea of future demand and market moves. 

· Transparency is thus crucial and it seems that there could not be enough of it. Transparency is also needed among Member States and between Member States and the EU on developments and intentions on international energy issues, enabling better co-ordination and a "single voice". 
· Transparency also relates to competitive situation in the oil sector. The Commission is preparing a study to look at mid-stream and downstream.

· Finally, policies must encourage consumers' behaviour which is in tune with realities. The current taxation regimes in most EU countries make us very dependent on imported diesel while large part of European gasoline production is being sold to the US. This is a good model for open and globally integrated world economy supported by well functioning global financial markets and pro-trade policies. Should things in the global context take another turn, our current model would cause us much trouble. The Commission is reviewing the Energy Taxation Directive.
Gas and the security of supply

· One quarter of all the energy we use is gas. And our gas is used for all sorts of applications – in homes, businesses and large industry. Almost 60% of our gas is imported – and this share is rising every year. What is even more striking, some Member States for historical reasons rely on a single supplier or route for 100% of their gas needs. Yet unlike in the case of oil, Member States do not have at present an obligation to maintain minimum stocks of gas, they are only requested to establish their general policies with respect to ensuring adequate levels of security of gas supply. The Commission therefore intensely assesses the issue of gas storage.

· Europe is thus in more than one regard dependent on imported gas. With this dependency growing year by year, the apparently growing risk of gas supply disruptions may directly impact the EU. Gas stocks may provide an important safety mechanism but do not represent on their own a complete policy solution. It is therefore no coincidence that the Second Strategic European Energy Review (SEER II) prepared for later this year will feature security of supply as its focal theme. 
· A European approach to energy security increasingly makes sense. While each Member State remains responsible for its own security, the integration of energy markets and infrastructures and our decision to pursue together major changes in our energy supply and demand, are rendering specific national solutions to energy security concerns increasingly obsolete. Furthermore, alongside energy market developments, solidarity between Member States - a basic feature of EU membership - can bring distinct shared benefits in the energy field. 

What would constitute an effective European approach to energy security? 

· Let's start by infrastructures. Very major investments are needed in the coming years. The 3rd internal energy market package focuses on getting investment incentives right, with clear roles and responsibilities. Strengthened cooperation is needed across borders, regions and Europe as a whole, to develop the sort of projects which will serve the EU's future security of supply - large interlinked intelligent or "smart" grids, for example, or new gas and oil corridors to diversify our supplies. 

· We need a new approach to energy network development, a more "solidaire" approach, bringing Member States and regions together to make these investments. Their widespread public benefits need to be understood by the public and the politicians, as well as their costs. The EU needs to decide whether it needs to intervene in projects which are particularly beneficial for the public interest, such as in security of supply. 

· The EU should be able to intervene where public and private parties are unable to reach an agreement on key projects. We should review the EU funding framework, notably TEN-E, to put it at the service of our policy goals. With a view to a revision of the TEN-E guidelines next year, the Commission is launching a Green Paper on European energy networks in the next weeks. 
What else would be mobilised in a European approach to energy security?

· It will certainly be important, in the EU's international agreements, to focus properly on energy. With energy producer and transit countries particularly, in a changing global and European situation, interdependence is the name of the game and transparency on all sides is essential. Agreements should focus on encouraging upstream investments, and offering clear and stable conditions of access to an integrated, flexible EU market. Transit arrangements need to guarantee normal flows even in periods of political tension. 

· Cooperation with consumer countries, notably emerging countries, is increasingly important. A good global climate deal in 2010 would be a powerful driver of change worldwide. 

· A third area in a European approach to energy security is crisis mechanisms, stocks and storage. While a well-functioning internal energy market with adequate interconnections is fundamental, back-up by provisions for crises can make clear, pragmatic sense. We, as I have already described, envisage an updating and improving of existing Community rules, starting with a revision of EU strategic oil stocks legislation. 

· A fourth area in a European approach is in many ways the most important – energy efficiency. The June 2008 European Council asked the Commission to preparing a more focused and ambitious Energy Efficiency Action Plan in 2010. Already this year, we will table, together with the 2nd Strategic Energy Review, a 2008 Energy Efficiency Package of energy efficiency initiatives. The Commission will also build on the International Partnership on Energy Efficiency Cooperation.

Concluding remarks 
· To sum up, in Europe's energy policy, strengthening energy security is a matter of encouraging the necessary investments in infrastructures, enabling diverse supplies, domestic as well as external; negotiating robust relations with energy producer and transit countries and cooperation with consumer countries; diminishing European vulnerability to energy supply shocks, and encouraging investments in energy efficiency in Europe and beyond and making best use of our indigenous resources and skills. This is a forward-looking and global approach, not defensive and domestic. That being said, it focuses on developing and using Europe's strengths to the full. 
· Thank you for your attention.
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