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Gaz de France’s answer to the Commission Green Paper : “a European Strategy for 

Sustainable Competitive and Secure Energy” 
 
PREAMBLE 
 
The liberalisation and progressive opening of European energy markets is taking place in a context of :  
 

-   a  world wide increase in energy prices 
- more competitive and challenging access to natural resources  
- dwindling over-capacity in infrastructures  
- consolidation among industry participants and  
- increasing preoccupations about climate change… 

 
There is a complex interaction of causes, consequences and coincidences between all of these phenomena. In 
its Green Paper, The DG Tren is aware of this complexity when it underlines how interrelated  the objective 
of a sustainable  competitive and secure energy should be. Nevertheless, some voices resort to simplistic 
analysis blaming higher energy prices exclusively on a liberalisation process that therefore should be stopped 
or on the behaviour of the so-called incumbent European energy companies that should be split. 
Far from these radical steps, it is very important to recognize that energy markets can only adapt 
progressively and over the long run. It takes years for the consequences of new policies to fully impact on 
markets. This should lead policy makers to be patient but also prudent and persistent. 
 
Because of this complexity, Gaz de France has always advocated in-depth analysis and evaluation of 
consequences before adopting new measures in the field of energy, and once they are adopted, their full 
implementation becomes priority. Some corrective steps can be introduced but bearing in mind how 
important stability of rules is. 
Following this logic, in our answer to the Green Paper, we develop our position on some of the measures that 
we believe should be taken and also those that should be avoided in order to fulfil the goals of the directives.  
 
We developed our answer hereafter following the framework of the on-line consultation questionnaire 
produced by DG Tren. 
 
 
 

A - COMPETITIVENESS AND THE INTERNAL ENERGY MARKET 
 
A1  - New measures to be taken ? 
 

• Unbundling 
  
Legal unbundling between grid and energy trading activities such as prescribed in the directives should be 
duly and fully implemented and such implementation should be monitored by regulators adequately 
empowered, so that shippers are confident non discriminatory access to grids is offered to all trading 
companies.  
 
Ownership unbundling is not a prescription of present directives it should remain companies choice and not a 
legal obligation. As we developed in our answer to the energy sector enquiry, there is no proof of better 
performance of grid management or planning by totally unbundled companies, whereas there is a risk to 
weaken considerably the capital structure and balance of risk of some trading companies and thereby their 
ability to face heavy gas purchasing commitments at a time when gas procurement is becoming more 
challenging. 
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Also, diverse bench-markings prove TSOs affiliates of integrated companies can very well provide fair and 
transparent grid access tariffs. 
 

• Regulators and rules 
 
Very diverse rules to access different grids and large discrepancy in powers of various national regulators are 
hurdles for companies like Gaz de France trying to develop energy sales at European scale. 
More harmonisation is necessary for customers to enjoy the full benefit brought by the efficiency of a single 
European energy market. Such increased harmonisation is very desirable and should be progressively put in 
place. A European regulator would be welcome to enhance these harmonisation efforts. 
 
A European regulator could also be of considerable help to facilitate investments in infrastructures 
expanding over the territory of several member states and several regulators. It would bring a broader vision 
of market challenges, detached from national interests. Still the national level of regulation would probably 
need to be kept, in line with subsidiary principles and to avoid unnecessary centralisation. So great care 
should be taken to identify precisely topics of European regulatory relevance and topics of national 
regulatory relevance. Otherwise piling up of regulations might create contradictions and excessive 
bureaucracy. 
 
A2 – European grid code 
 
The Madrid Forum activities could be considered to bring the building blocks of a potential European Grid 
Code. In any case it would be important that the cooperative approach of the Madrid Forum (involving a 
large range of stakeholders and leading to voluntary guide lines) be kept as much as possible, even if 
eventually it would lead to a legally enforceable grid code. 
 
  
A3 – Stimulation of investments in infrastructure  
 
Two types of investments can be characterised  those that are incremental on an existing grid, and the large 
size projects, often involving several countries and which cannot be easily merged into an existing system 
and an existing tariff structure. For the former type, a TSO can launch such investments once it has secured 
them either by drafting subscribers invited to book corresponding capacities, or by acceptance of the 
regulator to include these new investments in the TSO’s assets base, hence covering the costs via the general 
TPA tariff. -e.g. in France the regulator accepted that tariff should reflect some de-bottlenecking investments 
necessary to reduce the number of tariff zones and thus enhance liquidity-. By regular consultation with its 
shippers either at TSO’s initiative or through more organised planning exercise by the member state, TSO 
should be able to carry out this type of investment within existing framework. 
For more substantial capacity investments, special treatments may have to be provided. 
Exemption to classical TPA will often be necessary either derogating to the tariff level and / or structure or to 
the booking process. Companies taking commitment in long term gas sales and purchase agreements have to 
be in the position to secure the corresponding long term gas transportation agreements in a coordinated way. 
It is very important that these long term shipping commitments are not considered and treated by the 
Commission as potential cases of hoarding but rather be supported as necessary and desirable elements in the 
chain to ensure security of supply. As long as adequate congestion management principles are applied 
concluding new long term transit contracts or preserving existing ones should be supported. 
 
In addition to that, as we develop further (see under B- Solidarity), gas storage has specific constraints, 
calling for proper economic solutions. 
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A4 – Access to energy at reasonable prices 
 
There is no doubt that policies stimulating energy efficiency, mix diversification and increased reliance on 
REN should be put in place, not only to contribute to access energy at reasonable prices, but also from the 
point of view of protecting the environment. 
But however successful these policies may be, still Europe will need to import increasing gas volumes in the 
coming years also because of declining domestic production. So the European market design has to be 
supportive to the organisation of such imports. One very favourable element in that regard is the conclusion 
of long term gas sales and purchase contracts. They provide visibility on volume delivery and off-take, they 
secure corresponding revenues thus enabling production and transportation investments to take place. 
The companies able and ready to become parties to such contracts should not face undue restrictions to their 
freedom of commercial negotiation. Contract duration, built-in flexibility, price indexation clauses should be 
left open for the negotiating parties to adapt to their respective context of market constraints and 
expectations. 
Artificial restrictions could have detrimental effects, for instance limiting contractual flexibilities, or oil 
indexation in price formulae, may cause a dramatic increase in gas price volatility.  
 
Also, in a market open to competition, there is, in principle, no reason to maintain regulated prices to 
“insulate” the customer from price evolutions. Still one could understand that these are kept temporarily, in a 
transition phase, for social and political reasons, when market opening occurs in a context of very unstable 
energy prices. But in any case these regulated prices should be set at a level that does not preclude 
development of competition. 
 
See development of these two points on our answer to energy sector enquiry     
 
B - SOLIDARITY 
 
B6/7 – Solidarity and energy supply crisis 
 

• Protection of infrastructures 
 
On this point see our answer to green paper on critical infrastructure protection  
 
• Common security and reliability standards  
 
Directive SOS leaves room for each member state to organise its security of supply according to its 
national characteristics (historical mix, endowment in national resources, geographic situation…) but 
some measures taken individually by one member state can only be effective if taken in coordination 
with its neighbours e.g. peak design of a downstream grid dependant on calculation design applied 
upstream.  
Also if solidarity mechanisms were to be implemented it would be a prerequisite that all European 
countries share a common definition of security standards, that their respective performance according to 
these standards be evaluated, that minimum scores be required and that countries below standards be 
pushed to react. Otherwise, the countries that have invested to upgrade their performance could feel they 
are deprived of the benefit of their investment to help countries that have been less foreseeing.  
Solidarity will be easier to implement once this prerequisite is fulfilled. 
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• Gas stocks 
 
By definition encouraging a higher level of storage in Europe would increase security of supply. But if, 
as the Green Paper suggests, a gas stock policy is considered, an in-depth evaluation of implications 
should be undertaken, looking comparatively at the whole range of possible security of supply 
instruments. The following points would need to be taken into account.  
- Cost, performance, and even sheer possibility of gas storage is very dependant upon geological 

conditions. A storage obligation of a given gas volume will generate very different constraints 
depending on where and to whom you impose it.  

- Also, the ability of a stored gas volume to supplement failure of delivery from one source will also 
depend on where it is located on the grid. If it is close to one big transit pipe it can easily substitute 
the gas that should flow through this pipe but to substitute any other gas extra pipe capacity has to be 
developed all  along the grid.  

- For big seasonal storages, lead time and investment amount to develop a green-field storage are 
considerable. One cannot hope them to bring a contribution to European security of supply before at 
least a 10 year period and the corresponding costs will only be recovered after a long period of 
exploitation exceeding the usual time horizon of regulation. 

 
 
 
C - DIVERSIFICATION OF THE ENERGY MIX 
 
D - SUSTAINABLE DEVELOPMENT 
 
E - INNOVATION AND TECHNOLOGY 
 
 
 

In terms of both energy efficiency and environment protection, natural gas has the potential to play a 
decisive part in the energy mix, as the cleanest fossil fuel, as a flexible energy with high yields in 
cogeneration, CCGT, direct use…  
Regarding the policies and strategies favourable to develop such potentials, Gaz de France provided a  long 
and detailed opinion in its response to the green paper on energy efficiency. 
We underlined the company’s commitment in R&D and in developing offers for the customers that 
encompass the energy efficiency dimension. We asserted that these efforts had to be backed by incentives 
and support that should be directed to energies and technologies on the basis of a documented evaluation. 
 
- Thus tax should be charged according to the environmental  performance measured for each fuel, 
- And support should go to technologies in emerging phase that demonstrate high energy efficiency 

potential… 
 
 
F - EXTERNAL POLICY 
 
G - EUROPEAN ENERGY POLICY 
 
 
Europe certainly has to develop and strengthen a policy that supports securing a safe and competitive energy 
supply for its citizens. 
Geopolitics and diplomacy are part of the scheme to build the energy future of Europe. 
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One obvious proof of this lies in the strong push given by EU to extend beyond its borders the principles of 
an open energy market that today apply within Europe. Attempts –and difficulty- to obtain Energy Charter 
Treaty ratification and Third Party Access on Russian gas grid are very significant elements in that regard, 
whose consequences deserve in-depth analysis. 
However, concrete developments will first of all rely on investments, contracts and projects promoted by 
companies. Today many European companies are involved in a consolidation trend that has to be monitored 
from a competition point of view, but that will place them in a more favourable position to commit to heavy 
investments and to face external producers that, for the main ones, still largely overweigh them.    
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