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INTRODUCTION

The gas and electricity markets are vitally important for the European Union, which has 
repeatedly expressed the wish to 'speak with one voice' on energy matters.

The European Union will not achieve its objective of creating a single internal energy market
unless uniform competition conditions are established for all companies operating in the gas 
sector so that they can move freely within the market and consumers can take advantage of 
the savings offered by more competitive rates.

The Commission launched the third package of legislative measures on energy, therefore, to 
secure the liberalisation of the energy markets which the previous packages had not so far 
achieved1.

SPECIAL FEATURES OF THE GAS SECTOR

The Commission proposal calls for the same approach to be adopted to both the gas and the 
electricity sectors. 

The proposal rightly seeks to create a symmetrical, harmonised energy market which would 
make it possible to tackle the current high level of market concentration  in some countries, 
while at the same time making it easier for new firms to enter the market by establishing 
competitive conditions which, in the long term, will result in lower prices for the final 
consumer.

However, your rapporteur considers that it is essential to distinguish between the gas sector 
and the electricity sector. Given the structural differences between the two markets and the 
EU's considerable dependence on non-EU countries for gas supplies, the different features of 
the two sectors have to be taken into account, and it may be necessary to consider the 
possibility of opening up the gas market more slowly than the market in electricity.

The previous legislative packages introduced by the Commission produced different results 
when they were implemented, and consequently those Union countries which opted for 
'ownership unbundling' in the electricity supply sector far outnumber those which have 
adopted the same approach in the gas sector.

UNBUNDLING

The key feature of the legislative package is undoubtedly unbundling, which, as a redefined in
Article 2 of Directive 2003/55, explicitly prohibits vertically integrated companies  from 
engaging in both supply and transportation/transmission activities.

The current legislation, which provides for the (operational and legal) unbundling  of 
operators' transmission and supply activities, has not succeeded in resolving the conflict of 
interest  within vertically integrated companies which have continued to use the network and 
thus retain a dominant market position, as they have no incentive to invest in new networks or 
allow access by new operators.
                                               
1 The process of liberalising the gas market began in 1999; the introduction of the directive in June 2003 marked 
an important stage in the achievement of a European market in energy. 
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This being so, your rapporteur  considers that unbundling is clearly the best method of 
ensuring the complete mutual independence  of companies operating in the transport and 
supply sectors and provides a more feasible and effective option than the independent  system 
operator (ISO) solution, which requires cumbersome and highly complex governance 
structures and strict regulatory control; it should also be noted that the ISO system tried in 
some Member States has been far from successful.

It is equally important, however, to ensure the activities of storage and transmission facility 
operators are effectively separated from the supply activities carried out by vertically 
integrated companies (except in the case of infrastructures covered by exemptions granted in 
the interests of competition under Article 22 of the directive) to ensure transparent 
management of gas capacity and improved security of supply.

Furthermore, it is important, in view of the special features of the gas sector, for unbundling 
to be implemented in all the Member States on a symmetrical and reciprocal basis.  After all, 
it would be pointless to establish a single energy market comprising 27 different regulatory 
systems.

This reciprocal approach must also be applied to third countries. Your rapporteur, while 
supporting the safeguard clause inserted by the Commission, considers that it is important for 
the form and content of agreements between the EU and non-EU countries which are potential 
investors in these sectors to be subject to more stringent control.

INDEPENDENCE OF NATIONAL REGULATORS

The Commission's third package of legislative measures would assign a key role to the 
national regulatory authorities, which would have to have legal personality and  budgetary 
autonomy and be under completely - and demonstrably - independent management.

Your rapporteur welcomes the Commission's proposals aimed at strengthening and 
harmonising the role of  the national regulators, which should also have adequate powers to 
impose deterrents and sanctions.

Your rapporteur accepts the need to place regulators' obligations to co-operate on a more 
formal, mandatory footing, and to make the Commission responsible, via the Agency, for 
monitoring the effectiveness of the regulators' mutual cooperation.

Moreover, a clear distinction must be drawn between the national regulators' powers and the 
powers of the antitrust authorities.

INFRASTRUCTURES

Infrastructures play a vitally important role in the establishment of an integrated European 
energy market.

It has to be said that the new Member States tend to have inadequate - or non-existent -
infrastructures, and consequently to depend entirely on non-EU operators for their gas supply.

The legislation includes a series of proposals aimed at encouraging new operators to invest in 
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infrastructure by offering exemption from regulated third party access (TPA) rules, which the 
Commission proposal rightly seeks to extend to the new provisions on ownership unbundling. 
Any such exemption should be granted for fixed periods of time and, to avoid ambiguity and 
misinterpretation, be based on clear and predetermined rules, while any previous or current 
investment (and TPA exemptions) should be safeguarded and guaranteed by extending the 
exemption to the additional provisions proposed by the Commission

Your rapporteur considers that any change to Article 22 of the gas directive should ultimately 
aim to encourage investment, and that the proposed investment in infrastructures in the 
European interest should not be restricted to cross-border investment, but should extend to 
other, equally important infrastructures such as regasification plants and gas storage facilities, 
via the operation of the market in conjunction with the exemption system introduced in
Article 22 of the directive to promote competition.

Your rapporteur supports the Commission proposal to establish systematic cooperation
between national transmission systems, at least at regional level.

COMMISSION POWERS

The directive on common rules for the gas market would increase the Commission's powers to 
adopt binding guidelines on the basis of the 'comitology' procedure in a series of areas ranging 
from the designation and approval of transmission operators to checking compliance, 
implementing regulatory powers, granting exemptions for new infrastructures, etc.

Although your rapporteur considers that, where the Commission has serious concerns, it 
should ultimately be responsible for resolving conflicts of competence and disputes and 
imposing binding decisions of a technical nature, he nevertheless considers that it is necessary 
to assess on a case-by-case basis any  proposed new powers relating to the adoption of 
binding guidelines under the comitology procedure on substantive, rather than procedural, 
issues.

It is also essential to clarify whether, and how, individual consumers could appeal against 
Commission decisions, and what Commission bodies would be responsible for taking the 
above-mentioned decisions.

The directive is not specific enough in relation to these particular points, does not adequately 
protect the consumer and fails to provide a definite legal framework.

TRANSPARENCY

Your rapporteur agrees with the Commission's comments to the effect that the internal 
electricity and gas markets lack transparency, which militates against the efficient distribution 
of resources and prevents new operators from entering the market.

Your rapporteur stresses, however, that confidence in the market must be increased, by 
making more information available concerning supply and related contracts via special 
Internet sites.

CONSUMER PROTECTION
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When considering the question of transparency, we must not ignore the protection of 
consumers, who do not currently receive full information about the product consumed; energy 
bills are often indecipherable, for example.

In some Member States, moreover, consumers are not even free to choose their gas supplier.

Your rapporteur proposes, therefore, to ensure that consumer protection is a key aspect of the 
directive, together with other proposals currently being drawn up and developed such as the 
European Energy Consumers' Charter.

To sum up, consumers must be able to make free, timely and informed choices in a 
transparent and competitive market which is not subject to external (explicit or implicit) price
regulation mechanisms, which undermine price-forming mechanisms and, consequently, the 
operation of competition.
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