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New rules on security of gas supply
SUMMARY

On 16 February 2016 the European Commission proposed a new regulation on security
of gas supply as part of its sustainable energy security package, in order to develop a
stronger collective response to future supply risks. The Commission proposal would
replace an existing regulation on the subject, in force since December 2010.

The Commission proposal seeks to improve rather than overhaul the existing
regulation, and keeps many of its key features intact. Major innovations include a
solidarity principle that prioritises households and essential social services during an
emergency situation; mandatory regional preventive action and emergency plans
based on new templates; fewer exemptions on bidirectional capacity in order to
facilitate reverse gas flows; an increase in the scope of contractual information relating
to security of supply that is provided to the Commission; and involving the contracting
parties of the Energy Community further in security of gas supply measures.

On 13 October 2016 the ITRE Committee approved a report on the proposed
regulation, forming the basis for future trilogue negotiations with the Council and
Commission.
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Introduction
On 16 February 2016 the Commission proposed a new regulation on security of gas
supply as part of its sustainable energy security package. This proposal was
accompanied by an impact assessment and informed by the findings of an
implementation report (2014), EU-wide gas stress tests (2014), and a public
consultation (2015). The legal basis for this regulation is Article 194 of the Treaty on the
Functioning of the European Union, the same basis as the existing regulation. Article 194
lists security of energy supply as a shared competence of the EU and its Member States.

Existing situation
The principal legislation concerning security of gas supply at EU level is Regulation
994/2010, which repealed Council Directive 2004/67/EC. In July 2009 the European
Commission submitted a legislative proposal, which was approved in Council and
Parliament on first reading in October 2010. The regulation has been in force since
2 December 2010. The timing of the Commission's legislative proposal can be largely
attributed to the consequences of the 2009 Russia-Ukraine gas dispute, which cut off
several EU Member States (MS) from gas supplies in the middle of winter, and brought
security of supply issues to the forefront of political discussion.

The 2010 regulation on security of gas supply establishes a framework for managing
security of supply issues between natural gas undertakings (mainly companies), MS and
their competent authorities in the gas sector, and the European Commission. The aim is
to foster a coordinated response to crisis situations in a spirit of solidarity. The
regulation sets out a common concept of protected customers whose gas supplies must
be guaranteed during an emergency. Protected customers must include all households
but MS can additionally include SMEs and essential social services (provided these do
not represent more than 20 % of final gas consumption), as well as district heating
installations where no fuel switching is possible. The 2010 regulation establishes an
infrastructure standard whereby MS must guarantee they can satisfy total gas demand
in the event of a disruption of the single largest infrastructure (known as the N-1
standard). The regulation requires permanent bidirectional capacity to be established in
all cross border interconnections between MS, allowing for physical reverse flows of
gas. Individual exemptions are possible but must be justified by national competent
authorities after a cost-benefit analysis. Proposed exemptions must be communicated
to the Commission, which can ask for the competent authority to amend its decision.

The 2010 regulation establishes a supply standard that requires national competent
authorities and natural gas undertakings to ensure they can deliver supplies to all
protected customers under severe conditions, defined as either a seven day
temperature peak (statistical probability of once in 20 years); or at least 30 days of
exceptionally high demand (same statistical probability); or at least 30 days without the
single largest infrastructure working, under average winter conditions. Competent
authorities have to prepare a risk assessment of how they meet the supply and

http://europa.eu/rapid/press-release_IP-16-307_en.htm
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32010R0994
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32010R0994
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infrastructure standards (taking into account national and regional circumstances), a
preventive action plan to mitigate supply risks and an emergency plan to mitigate a
serious gas supply disruption. Neighbouring MS are asked to consult each other to
ensure national plans do not have a negative impact on other countries connected to
the same gas supply routes. MS can choose to develop joint plans at a regional level but
are not obliged. National plans are to be updated every two years and submitted to the
Commission, which discusses them in the framework of the Gas Coordination Group, a
body set up by the regulation to coordinate security of gas supply measures. This is
chaired by the Commission and composed of representatives from MS (particularly their
competent authorities), the EU Agency for Cooperation of Energy Regulators (ACER),
the European Network of Transmission System Operators for Gas (ENTSO-G), and
representative associations for the natural gas industry and its consumers.

The 2010 regulation defines three crisis levels to be addressed in the emergency plans:
early warning, alert and emergency level. It also specifies the role of the Commission
and MS in the declaration of an EU or regional emergency, which may be activated at
the request of a competent authority that has declared an emergency, and must be
activated when at least two competent authorities declare an emergency. The
regulation specifies the role of different actors and levels in a severe crisis situation,
where the Commission would perform a coordinating role and seek to ensure
transparency and information exchange, with the potential involvement of the
Commission's Emergency Response Coordination Centre.

The changes the proposal would bring
The new legislative proposal from the Commission is designed to improve the existing
regulation rather than completely overhaul it, so many core features remain the same.
The proposal retains the existing definition of protected customers and supply standard,
but introduces a solidarity principle whereby MS that declare an emergency level can
expect to receive gas from neighbouring MS whose supply standard would become
temporarily lowered so as to exclude SMEs. This is to ensure that households and
essential social services, wherever they are located in the EU, are given priority in an
emergency situation. In all other situations, including early warning and alert levels, MS
would retain the option to include SMEs in their supply standard.

The legislative proposal would strengthen regional cooperation on security of gas supply
by introducing mandatory regional prevention action and emergency plans. These
would either replace or subsume the existing national plans, to ensure that the
consequences of national choices on security of supply do not have a negative impact
on other countries in the region. Regional plans would undergo a process of peer
review organised by the Commission, with significant input from the MS concerned.
Regional plans would be reassessed every four years (less frequently than national plans
under the existing regulation). EU Member States would be divided into regions based
on their geographical proximity, common supply lines and the existing interconnection
of their energy systems. The Commission has proposed a list of seven regions in the
annexes.1 Given the patchy and inconsistent information provided by some MS under
their existing national plans (at least according to the Commission), the new regional
plans would be aligned to mandatory templates that are also contained in the annexes.

The infrastructure standard would remain the same but could now be assessed on
either a national or a regional basis, and would have to take into account national
hydraulic calculations (gas flows) and EU-wide simulations (e.g. stress tests) organised

http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1457540904778&uri=CELEX:52016PC0052
http://eur-lex.europa.eu/resource.html?uri=cellar:33516200-d4a2-11e5-a4b5-01aa75ed71a1.0018.03/DOC_3&format=HTML&lang=EN&parentUrn=CELEX:52016PC0052
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by ENTSO-G. The proposed legislation would make it more difficult for MS to obtain
exemptions on permanent bidirectional capacity on cross-border interconnections. MS
on both sides of an interconnection would have to make joint decisions on any
exemption, submit this to ACER for an opinion and thereafter to the Commission for a
final decision. If granted, the exemption would be temporary, for a maximum of four
years. Any further exemption would need to proceed again through the same process of
approval.

The legislative proposal envisages an increase in the scope of contractual information
that the Commission and competent authorities are automatically informed about.
Natural gas undertakings would be obliged to notify the Commission and their
competent authority about any long-term supply contracts (i.e. over 12 months) which
account for more than 40 % of natural gas consumption in the MS concerned, whenever
such a contract is concluded or amended. Although long-term contracts signed before
the new regulation comes into force would not be notified automatically, the
Commission or competent authorities could still ask for any long-term contract to be
notified, even if this has not been revised and even where it does not meet the 40 %
threshold, provided the request is duly justified on the grounds of security of supply.

In many areas the legislative proposal would be applied to the contracting parties of the
Energy Community, a group of neighbouring countries which are part of the EU internal
market in energy and have transposed considerable EU legislation in this field.2 The
proposed regulation would impose reciprocal obligations on MS and contracting parties
concerning the cross-border dimension of their security of gas supply policies, and
would therefore need to be adopted by a joint act of the Energy Community. The
explanatory memorandum of the Commission proposal makes it clear that the proposed
regulation allows MS and natural gas companies to explore voluntary joint purchasing
mechanisms as a way to address supply shortage situations. However, the proposed
regulation contains no specific provisions on joint purchasing mechanisms.

Preparation of the proposal
In October 2014, the European Commission summarised the findings of stress tests it
carried out with ENTSO-G on the short-term resilience of the European gas sector.
These assessed the consequences arising from different scenarios of disruption to gas
supplies from Russia, in particular through the Ukrainian transit route. The stress tests
indicated that the regions most affected by supply shortfalls were the Baltic area
(Finland, Estonia, Latvia, Lithuania) and south-eastern Europe. Concerning the latter,
serious risks were identified in some MS (Bulgaria, Romania, Greece) as well as several
contracting states of the Energy Community. Both regions rely heavily on imported
Russian gas through a single supply route and in general have limited access to liquefied
natural gas (LNG) imports and gas storage facilities. Yet according to the stress tests,
they are not the only vulnerable countries. An extreme cold spell combined with
prolonged supply disruption could lead to a serious loss of supply to Italy and central
European countries (Austria, Germany, Czech Republic, Slovakia). This prompted the
Commission to make several recommendations that were later taken up in the
legislative proposal, including the need to further develop regional cooperation on
security of gas supply; ensure that countries with an increased supply standard can
temporarily reduce this in case of a regional or EU emergency; re-evaluate the current
exemptions from physical reverse flow requirements at interconnectors; and cooperate
more closely with Energy Community countries on security of gas supply.

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52014DC0654
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The stress tests were accompanied by an implementation report on the 2010 regulation
on security of gas supply, which noted a series of weaknesses. MS had fundamentally
different concepts of how to define the supply standard, with large discrepancies in the
groups covered leading to unequal levels of protection across the EU.3 MS cited
difficulties in interpreting the supply standard. The Commission was concerned about
the lack of detailed information on consumption volumes and patterns, as highlighted
during the gas stress tests. Although the number of permanent bi-directional
interconnection points between MS increased substantially between 2009 and 2014
(from 24 % to 40 % of the total), the majority of interconnection points that were
unidirectional in 2009 remained so because of exemptions granted under the existing
regulation. Permanent bidirectional capacity therefore applies largely to new
interconnections. The report indicated that greater regional coordination of preventive
action and emergency plans was necessary but difficult to achieve with the existing
regulation. Preventive action and emergency plans could be significantly improved by
including a detailed template in the regulation, which would align the consistency of
information provided by MS. The report noted that the Commission has few powers in
an emergency situation and little experience of how the crisis response mechanisms
would work in practice – since the regulation has come into force, there has been no
Union or regional emergency and few national emergencies. In an immediate crisis, the
report nevertheless suggests the monitoring capabilities of the Commission would need
to be improved, requiring some access to commercially sensitive information.

The Commission held a public consultation on revising the existing regulation on
security of gas supply. The consultation paper was open for contributions between
15 January and 8 April 2015. The Commission received around 100 contributions and
published a summary of responses. Around a third of respondents were businesses
(32 %) while over a quarter were associations. Transmission system operators (17 %)
and governments (20 %) accounted for most of the remaining respondents. The findings
of the consultation informed the subsequent impact assessment and legislative
proposal, both published on 16 February 2016. The impact assessment (see executive
summary) considered various options and supported the option of enhanced
coordination between Member States with some principles and standards set at EU
level. The impact assessment is discussed in detail in an Initial Appraisal by EPRS.

Stakeholders' views
The Commission proposal received a mixed response from stakeholders. Associations
representing the gas sector tended to be positive. Eurogas welcomed the Commission
proposal as a balanced market-driven approach to security of gas supply, supported the
stronger emphasis on regional cooperation to deliver diversification of supply, and
highlighted the need for appropriate infrastructural investment. Gas Infrastructure
Europe took a similar approach but added that the Commission proposal put too little
emphasis on ensuring the physical availability of gas. The International Association of Oil
and Gas Producers (IOGP) supported the Commission in recognising the strategic
importance of gas and the fundamental role of the market, but showed concern that
the proposal for commercial information exchange on gas supply risks (contracts and
other private agreements) would distort free competition. Eurelectric considered the
proposal a good basis for discussion and strongly supported the emphasis on a regional
approach to risk assessment and emergency management.

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52014SC0325&qid=1457448367780&from=EN
https://ec.europa.eu/energy/en/consultations/consultation-revision-regulation-eu-no-9942010-concerning-measures-safeguard-security
https://ec.europa.eu/energy/sites/ener/files/documents/DG ENER_Consultation Paper on SoS Revision_14.01.2015 ddl12w.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/1. Findings document FOR PUBLICATION.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52016SC0025&qid=1457451565381&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52016SC0026
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52016SC0026
http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/581377/EPRS_BRI(2016)581377_EN.pdf
http://www.eurogas.org/uploads/media/Eurogas_Press_Release_-_Eurogas_on_today_s_energy_package_Sound_on_security_of_supply_but_missing_opportunities_in_heating.pdf
http://www.gie.eu/index.php/news/gie-news/13-news/gie/305-16gie012
http://www.gie.eu/index.php/news/gie-news/13-news/gie/305-16gie012
http://www.iogp.org/PapersPDF/IOGP press release Energy Security Package.pdf
http://www.iogp.org/PapersPDF/IOGP press release Energy Security Package.pdf
http://www.eurelectric.org/news/2016/european-commission-s-energy-security-package-a-good-basis-for-discussion/
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Environmental associations were more critical of the Commission proposal. WWF
argued that using the diversification of gas imports to reinforce energy security is
misplaced because renewable energy and greater energy efficiency are much more
effective ways to achieve this goal and far more consistent with the EU's claims to be a
'climate leader'. Greenpeace raised very similar concerns and suggested use of natural
gas should be strictly limited to prevent it from blocking the expansion of renewables.
These points were reiterated by Friends of the Earth, which also emphasised the current
over-supply of natural gas and the existence of idle gas infrastructure across Europe.

Marco Giuli of the European Policy Centre has expressed support for the regionalisation
of security of supply and the introduction of a mandatory solidarity principle that
obliges neighbouring countries to share gas in the event of an emergency. However, this
top-down approach to resolving security of supply issues is likely to encounter political
and legal obstacles among MS. Although external supply choices remain a national
prerogative under Article 194 TFEU, these would be constrained by the new solidarity
principle. The proposed regulation also faces implementation challenges because it
continues to allow national variations in defining a protected customer, and hinges on
broader monitoring and implementation of the internal energy market.

Simone Taglialapietra and Georg Zachmann of Bruegel proposed a more radical
approach to addressing security of gas supply risks. They suggested the focus on
diversifying supply and reducing dependence on imported gas was expensive and did
not constitute a systemic response. They believed supply risks could be more effectively
addressed by developing an EU market for a gas security margin, which would include a
combination of interruptible contracts, gas storage, domestic production, fuel switching
measures, option contracts and swap contracts. The gas security margin would
constitute a flexible market mechanism that could be easily activated in an emergency.

The Council of European Energy Regulators (CEER) developed a concept paper in 2015
on Security of Gas Supply, which was rather closer to the approach adopted by the
Commission. CEER supported mandatory regional plans, a clearer definition of
protected customers at EU level, and stronger solidarity mechanisms between Member
States in an emergency situation. CEER also argued for a much clearer distinction in the
legislation between actions aiming at prevention of a supply crisis (primarily market-
based security of supply measures), and actions aiming at mitigation in the event of a
serious supply interruption (allowing for state intervention via emergency plans).

Advisory committees
On 22 September 2016 the European Economic and Social Committee (EESC) issued an
opinion (TEN/588) on the proposed regulation, based on a report by the TEN Section
(rapporteur: Graham Watson, UK). The EESC opinion argues that the proposed
regulation is not well aligned with the broader environmental and climate change goals
of the Energy Union. The EESC argues that EU-wide policy coordination may soon be
necessary, extending to the Energy Community countries too, and so expresses some
doubts about the regional approach adopted in the Commission proposal. At the very
least, the EESC argues that some Member States could belong to more than one
regional grouping. The Committee of the Regions decided not to issue an opinion.

Parliamentary analysis
On 21 April 2016, EPRS published an Initial Appraisal of the Commission’s impact
assessment on the legislative proposal. This argued that the Commission proposal could

http://wwf.panda.org/wwf_news/?261473/EU-Commission-goes-for-gas-but-true-energy-security-comes-from-renewables
http://www.greenpeace.org/eu-unit/en/News/2016/Commission-is-blind-to-renewables-potential-keeps-Europe-stuck-on-gas-/
http://www.foeeurope.org/europe-shackles-to-gas-fossil-fuel-160216
http://www.epc.eu/pub_details.php?cat_id=4&pub_id=6335
http://bruegel.org/wp-content/uploads/2016/01/pc_2016_01.pdf
http://www.ceer.eu/portal/page/portal/EER_HOME/EER_PUBLICATIONS/CEER_PAPERS/Gas/2015/C15-GWG-122-04_SoS concept paper_21072015.pdf
http://www.eesc.europa.eu/?i=portal.en.ten-opinions.39035
http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/581377/EPRS_BRI(2016)581377_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/581377/EPRS_BRI(2016)581377_EN.pdf
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have considered more carefully its social and environmental impacts (and not only its
economic impacts) and provided more quantitative data to assess the administrative
burden. According to the Initial Appraisal, the proposed regulation did not fully assess
the impact of the new solidarity principle on SMEs, whose gas supplies might be
interrupted in case the principle is exercised, and did not offer more substantial analysis
on how the proposed regulation would help to complete the single market in energy.

National parliaments
The proposed regulation has been scrutinised by parliaments in 20 EU Member States.
Reasoned opinions were received from the Austrian Federal Council and the Bulgarian
National Assembly, which suggested the proposal may be incompatible with the
principle of subsidiarity. The Austrian Federal Council objected to the composition of
the regions in the draft proposal, and argued that this needed full approval from the
Member States concerned. The Bulgarian National Assembly also objected to the
composition of regions and criticised other aspects of the proposal, including the
potential oversight role of the Commission over commercial energy contracts. The
German Bundesrat, Portuguese Assembly, Italian Chamber of Deputies and both houses
of the Czech and Romanian Parliaments chose to enter into a political dialogue with the
European Commission over the proposed regulation.

Legislative process
On 7 March 2016, the Parliament referred the legislative proposal to the Industry,
Research and Energy (ITRE) Committee. Jerzy Buzek (EPP, Poland) was appointed
rapporteur. On 13 October 2016 the ITRE committee approved a report (55 votes in
favour, 5 against) and has now started trilogue negotiations with the Council and the
Commission prior to first reading. The Committees for Foreign Affairs (AFET) and
Regional Policy (REGI) had delivered supporting opinions on 14 September 2016.

The ITRE report supports the general thrust of the Commission proposal, in particular its
focus on strengthening regional cooperation. It proposes to complement this by
including an in-depth analysis of Emergency Supply Corridors in all scenarios of supply
disruption. These corridors would serve to facilitate gas imports between the different
regions envisaged under the Commission proposal. The report proposes a uniform
definition of protected customer across the EU. This definition would encompass
households, essential social services and certain district heating installations (but would
no longer include SMEs). Member States could still choose to include SMEs in their
supply standard (providing conditions are met, including overall market share), but
SMEs would no longer be protected customers under any emergency scenario.
Concerning the preparation of regional preventive action and emergency plans, as well
as the establishment of regional cooperation mechanisms, the report introduces an
obligation for the Commission to act if Member States are unable to do so. In terms of
notification requirements to the Commission related to long-term gas supply contracts,
the report proposes to identify the relevant contracts on the basis of whether a MS is
dependent on a third country outside the EEA for over 40 % of its total annual gas
imports, and would extend this notification obligation to cover commercial agreements
relevant for executing the gas supply contract, as well as changes in the gas price. The
Commission would be encouraged to use its competition law powers to enforce
contract modifications. The Commission would also be empowered to set up voluntary
demand aggregation mechanisms if an alert or emergency level is raised. The ITRE

http://www.ipex.eu/IPEXL-WEB/dossier/document/COM20160052.do
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report strongly emphasises the importance of energy efficiency, reducing gas demand
and promotion of renewable energy sources in addressing security of gas supply risks.

The Council meeting on 6-7 June 2016 (Transport, Telecommunications, Energy)
debated the Commission proposal and numerous concerns were raised. Some ministers
objected to the regional groupings (annex 1), which in their view would create a much
larger administrative burden. Several ministers would have preferred a more bottom-up
approach based on risk, arguing that regional plans should run parallel to and not
replace national plans, the latter being best suited to handling disruptions of gas
supply. A group of five MS (Belgium, Germany, Italy, France, Austria) referred to a joint
non-paper they had prepared with alternative proposals. MS generally welcomed the
solidarity principle in the Commission proposal but felt that more details were required
on the procedure as well as the accompanying arrangements (technical, administrative,
financial). There was also a debate as to whether the definition of protected customer
should be fully harmonised to ensure a fairer application of solidarity. Some ministers
were concerned about the potential exchange of sensitive commercial information
under the proposal and ‘called on the Commission to ensure confidentiality, maintain
security and provide safeguards against misuse of information’. Work has continued in
the Energy working party to find common ground among Member States.
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Endnote
1 The following list of regions is outlined in Annex 1 of the proposed regulation: North-West (UK, Ireland); North-

South Western Europe (Belgium, France, Luxembourg, Spain, Netherlands, Portugal); Southern Gas Corridor
(Bulgaria, Greece, Romania); Central-East (Czech Republic, Germany, Poland, Slovakia); South-East (Austria, Croatia,
Hungary, Italy, Slovenia); Baltic Energy Market I (Estonia, Finland, Latvia, Lithuania); Baltic Energy Market II
(Denmark, Sweden). Cyprus and Malta would not be attached to any region, since they are not interconnected.

2 See EPRS briefing on the Energy Community, A. Wilson, October 2015.
3 According to the 2014 implementation report, the supply standard varies widely across the EU: Three MS apply it

only to households; three MS apply it to households and essential social services; two MS apply it to households and
district heating where no fuel switching is available; nine MS apply it to households, essential social services and
district heating; and three MS apply it to all consumers connected to the distribution network. Meanwhile, the
supply standard proposed by five MS at the time of the report did not conform to the provisions of the Regulation.
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