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Abstract
This dissertation was written as part of the MSc in Energy Law, Business, regulation
and Policy at the International Hellenic University.
The scope of this dissertation on Greece's energy sector, is to provide a
comprehensive account of the country's energy sector with extensive reference on the
unbundling process of the Public Gas Corporation S.A. (DEPA S.A.).
During the last decade the liberalization of the European Union’s natural gas
market has been acknowledged as a fundamental priority adopted by officials to
promote economic growth and enhance the level of competition in the region.
Although significant progress has been made, competition is slow as the natural gas
industry remains highly concentrated, with relatively little cross-border trade activity.
Taking into account the interesting developments in Greece’s energy sector in
2019, the purpose of this dissertation is to highlight these recent developments in the
national legal framework regarding the liberalization of the natural gas market,
focused on the distribution activity, along with a comparative analysis of the DSOs
unbundling status in other European countries, as well.
Hence, Chapter 1 is an introduction to the subject. The structure of the natural
gas market, on a European level is described in Chapter 2, focusing on the derogations
from the European directives and the basic principles of the internal gas market.
Chapter 3 refers to the current structure of the Greek natural gas market, in particular,
namely the operation of the national natural gas system, the distribution and the
supply activity.
Chapter 4 presents the current operation of the Greek Public Gas Corporation
S.A. (DEPA S.A.) and the new pieces of legislation passed by the Greek government in
2019, namely L. 4602/2019 and L. 4643/2019, which provide for its partial split-off. The
new framework and its legal aspects are analysed in a critical manner, presenting in
addition the challenges it poses for the upcoming privatization of DEPA Infrastructure
S.A.
In Chapter 5, this dissertation attempts to make a comparative analysis
between the DSOs unbundling regime in different European countries, in order to
furtherly stress the current level of liberalization achieved throughout Europe.
Finally, key conclusions are presented in Chapter 6 of the dissertation.
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Introduction
Natural gas is the fastest growing fossil fuel, accounting today for approximately 23%
of global primary energy demand and nearly a quarter of electricity generation.
Being the cleanest burning fossil fuel, natural gas provides a number of
environmental benefits compared to other fossil fuels, particularly in terms of air
quality and greenhouse gas emissions. Its storability and the operational flexibility of
gas-fired power plants, allows natural gas to respond to both seasonal and short-term
demand fluctuations and to enhance electricity supply security in power systems with
a growing share of variable renewables.
Today, the gas sector in Europe faces significant challenges which are mainly
related to the ongoing process of market transformation within the EU, but also as a
result of global developments, where the fast rise of LNG is testing market norms. The
market structure, in terms of ownership and regulation framework, being under
consideration for a long time, is currently changing in many countries. The role of the
state is reconsidered and the level of privatization and liberalization of gas markets
shapes the business environment in each country, creating new opportunities for
market players.
In Greece, even though the last years many steps were made towards the
compliance of the Country with the Third Liberalization Package, there are many yet to
be made. Pursuant to the commitments undertaken by the Greek state, after the first
memorandum of understanding between the Hellenic Republic, the member states of
the European Union, the Monetary Fund and the European Central Bank was signed,
the privatization of energy companies in Greece has significantly progressed. The
Hellenic Republic Asset Development Fund – the legal entity entrusted with
implementing the privatization programme of the Hellenic Republic – has undertaken a
number of relevant projects.
In the above context, the privatization of the Greek Public Gas Corporation S.A.
(DEPA S.A.) is one of the most important projects to be conducted. The new Law
4643/2019 on the liberalization of the Greek energy market, the modernization of the
Public Power Corporation, the privatization of the Public Natural Gas Company and the
support of the renewable energy sector was recently published in the Official Journal.
The new legal provisions aim, among other things, to set the strict framework around
the conduction of DEPA’s privatization.
Taking into account the importance of the above, this dissertation attempts to
analyze the course of the European market’s liberalization, the current operation of
the Greek gas market and the effective unbundling process of the Public Gas
Corporation in Greece.
Finally, for this dissertation to be complete, an extensive research is presented
in the last chapter, where comparatively the different regime and level of
liberalization, under which Member States’ DSOs operate, are pointed out.
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Chapter 1: The structure of the European natural gas market.
The structure of the European gas market has been the subject of extensive discussion
during the last decade resulting in three EU directives. A key concept in this discussion
is the mandatory break up of vertically integrated gas companies, also known as
unbundling.
THE CREATION OF A SINGLE ENERGY MARKET IN THE EU
The EU's primary and major objective already in the mid-1990s has been the creation
of a single Union energy market, through the liberalization of electricity and gas
markets, the regulation of the Member States' infrastructures (networks), the
interconnection and the establishment of a common regulatory system. frame. The
liberalization of electricity and gas markets had already taken place outside the EU and
mainly in Australia, Canada and the US, being a model for the EU liberalization process.
The liberalization of the gas market in the EU, which already started in the mid1990s, effectively came into force in 2007 with the opening of the market to all
consumers, producers and suppliers of gas and electricity. Member States at the stage
of negotiations with the European Commission for the establishment of this
liberalization, were particularly hesitant, as the operating structure of their internal
energy market was purely a monopoly with vertically integrated undertakings, the vast
majority of which were state-owned. The Member States have therefore strongly
reacted to the liberalization of their national, closed and inward energy markets, but
ultimately cooperated, agreeing to liberalization provided that the European Council
would create a regulatory framework that would better serve the interests of the
Member States. A critical element in reaching this compromise and in the end alliance
of the Member States was the bad experience of liberalizing the telecommunications
market, when Member States refused any agreement with the EU, and so the
Commission with the assistance of the European Court of Justice initiated proceedings
in their absentia, resulting in their "violent" compliance with the new regulatory
framework.
The legislative liberalization of the gas market is in line with that of electricity,
but essentially follows the latter, which has made greater and more substantial
progress. An essential parameter that differentiates the rate of progress of the
liberalization of the two markets, delaying that of gas, is the differentiation of the
technical specifications for the production, transmission and distribution of gas
compared to electricity. Consequently, as will be shown below, the process of
liberalization of energy markets and networks, especially in the gas sector, has taken
many years, while the original objective of creating a single energy market has not
been achieved and remains a top EU priority.
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THE STRUCTURE OF THE ENERGY MARKET BEFORE THE LIBERALIZATION
PROCEEDINGS
As mentioned above, traditionally, the national markets for energy, electricity and gas
had an oligopolistic or monopoly structure. In these markets, electricity and gas
companies were usually state-owned companies, which provided these products as
public utilities, while providing the corresponding services.
The operation of all the activities of the gas market, namely production
(meaning only those European countries that are producer countries), transport,
distribution and supply of gas, belonged exclusively to a vertically integrated company.
The undertaking in question was public, with the state being the sole or majority
shareholder, thereby defining the operation of the whole market. Even in cases where
these undertakings were not public, they had long acquired special and exclusive
privileges, being the sole market player. In addition, the state was the sole investor in
the development of the infrastructures (networks) and subsequently the sole owner of
them.
This structure of internal energy markets made it impossible to develop any
form of competition, allowed Member States to subsidize state-owned undertakings
with cross-subsidies, while at the same time created a fully protected market with
regulated energy tariffs, in the absence of alternative suppliers, so that the consumer
had no choice or alternative and therefore no power.

Natural Gas Market Structure
Source: J. Richard Moore (2005), The U. S. Natural Gas Industry -an Overview
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THE LEGISLATIVE COURSE TOWARDS THE LIBERALIZATION OF THE MARKET
A. THE FIRST PACKAGE OF MEASURES
To date, there have been issued three, so-called energy "packages" with the adoption
of corresponding directives and regulations. The first one was issued in 1998 (Directive
1998/30/EC) and concerned the establishment of common rules for the internal
market in natural gas, introducing radical changes to the NG market, with the abolition
of exclusive rights and the aim of transparency and non-discrimination, which had a
deadline for transposition in the Member States' national law in August 2000.
The main points of this directive are the following:
1. Third party access to the network: Member States were able to choose
between negotiated access and regulated access. Both forms of TPA have their
benefits and drawbacks.
 Negotiated TPA allows companies to be more flexible in deciding on terms of
access through the negotiation process, but it is difficult to ensure that the
negotiation process is non-discriminatory. For example, a company not wanting to
grant access to its transmission network in order to retain control over it could
simply set unacceptable prices or stipulations that would discourage a third party
from entering the transmission business.
 Regulatory TPA eliminates the discrimination problem, as any company willing to
pay the tariffs in order to use the system would be able to, but it requires an
extensive regulatory authority to assess what fair and accurate tariff levels are,
which can vastly differ from country to country, and even within different parts of
a country.
2. Definition of Eligible Customers: These are customers within the national
territory who have the legal capacity to enter into contracts in the natural gas
sector or purchase of NG. This capacity is only available to very large
customers. For the first five years, the directive provided that only customers
consuming at least 25 million cubic meters of NG per year per place of
consumption would be eligible. For the next five years, the total eligibility
would be extended to customers who consume at least 15 million cubic meters
per year. For the last three years, the limit would have been reduced to 5
million cubic meters per year.
3. Maintenance of special accounts for NG transmission, distribution and
storage activities: Integrated NG undertakings are required to maintain
separate accounts for NG transmission, distribution and storage activities, and,
where appropriate, consolidated accounts for non-natural gas related activities,
just as they would be if they were carried out by different companies.
4. Imposition of obligations on undertakings with a view to the general
economic interest: Member States may impose on NG undertakings,
obligations of public interest services which may relate to security, regularity,
quality, prices and the protection of the environment. NG companies may
refuse access to the network due to lack of capacity, or where access to the
network would prevent them from carrying out the public services obligations
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assigned to them, or due to serious economic and financial difficulties under
compulsory purchase contracts independently of receipt.

B. THE SECOND PACKAGE OF MEASURES
The above mentioned Directive was amended by the second package adopted in 2003
and consisted of the Directive 2003/55/EC on the regulation of the internal energy
market, the Regulation (EC) No 1775/2005 concerning third party access to network
and the Directive 2004/67/EC on the security of supply. With the above package, inter
alia, the liberalization of the gas market was extended to all consumers, measures
were taken for the legal unbundling of the regulated (non-competitive) activity of the
operation of the natural gas transmission networks from that of supply - which was
liberalized - and the role of the regulatory authorities of the Member States was
reinforced.
In particular, with Directive 2003/55/EC all non-household consumers could
choose their supplier, a regulation which had to be adopted by July 2004, and by July
2007 all consumers, domestic, industrial etc., could henceforth freely choose their
electricity and gas supplier. At the same time, producers and suppliers could now enter
the market, thanks to the legislative abolition of the monopoly of incumbent electricity
generating and supplying companies.
With regard to Directive of 2003 (Directive 2003/55/EC), the key points are:
1. Member States should ensure that eligible customers are identified. The
eligible customers should be:
 until July 1, 2004, eligible customers are defined by the 1998 Directive. Member
States shall publish, by January 31st of each year, the criteria for identifying such
eligible customers;
 from July 1, 2004 at the latest, all non-domestic customers;
 form July 1, 2007, all customers
2. Member States may impose transparent and non-discriminatory obligations
of public interest on companies operating in the field of NG, which may relate
to safety, security of supply, quality and price of supplies, and environmental
protection.
3. In order to organize access to storage facilities and to the contents of
pipelines, as well as to organize access to ancillary services, Member States
may choose to access the network either by negotiation or by regulatory
provisions.
4. Integrated natural gas companies are required to keep separate accounts in
their internal accounting, for each of their transmission, distribution, LNG and
storage activities. A new obligation provides that, by July 1, 2007, separate
accounts must be kept for natural gas supply activities for eligible customers
and for non-eligible customers.
It is envisaged to increase the powers of the regulatory authorities, in
particular as regards the control of the level of transparency and competition in the
market.
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C. THE THIRD PACKAGE OF MEASURES
Despite the complete liberalization of the energy markets already since 2007, a
number of obstacles had not allowed the liberalization of the energy market and its
proper operation. The stagnation of the liberalization of the electricity and gas markets
in the Member States, as a result of the reluctance of the MS to promote the
liberalization of their national markets, caused the uncertainty of investors and the
consequent reluctance of the latter to enter the new liberalized market dynamically
due to the uncertainty that prevailed. This situation led the EU in the year 2009 on the
adoption of the third package, which is currently implemented and consists of the
Directive 2009/73/EC of the European Parliament and of the Council on the regulation
of the natural gas internal market, the Regulation (EC) 715/2009 concerning third party
access to the network and the already repealed Regulation (EU) 994/2010 on the
security of supply. In particular, the so-called Third Energy Package was intended to
overcome the obstacles and ensure the liberalization of the electricity and gas
markets.
This package contained a variety of rules to promote competition, including
provisions for the unbundling of incumbent generating and supplying companies from
the network operation, in order to allow equal access to the network and the market
of new, third parties. Furthermore, in order to ensure the proper operation of the
market, EU established the Agency for the Cooperation of Energy Regulators (ACER)
and the European Networks for the Electricity and Gas Network Operators (ENTSO-E
and ENTSO-G4), which have been entrusted with the harmonization of the regulatory
framework for the operation of the electricity and gas market (e.g. drafting of
European codes for electricity and gas trading, grid balancing rules).
The process of liberalization of the gas market is still ongoing and according to
ENTSOG's annual planning we are gradually moving to a second phase where the
emphasis is no longer solely on the development of the Third Energy Package network
codes, which has been a fundamental activity and contribution of the organization in
the harmonization of networks, but mainly in monitoring the implementation of the
enforced activities through the drafting of new CMP Guidelines, Capacity Allocation
Methodologies (CAM NC), Tariff (TAR NC) Balancing (BAL NC) and Interoperability (INT
NC).

BASIC PRINCIPLES OF THE INTERNAL NATURAL GAS MARKET
The key features of the EU standard of a liberalized market initially consist in
establishing common - at Union level - rules for the organization and functioning of the
gas market. An essential prerequisite for the creation of a clear regulatory framework
is the unbundling of the competitive from non-competitive activities.
An additional key feature of the liberalized market is the free choice of supplier
by the consumers/customers. In order to achieve this objective, it is necessary to
remove the monopolistic right to supply customers from only one company. In this
way, it is now possible to integrate new suppliers into the market, and secondly, for
the consumers to freely choose their suppliers, as they are now all eligible or selective.
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Moreover, an essential principle of a liberalized energy market and a
prerequisite for the integration of new suppliers into the market and their ability to
provide supply services to consumers, is the free access of third parties to the system,
namely the acquisition of the right to use natural gas (transmission and distribution)
networks by companies that do not belong to the vertical integrated undertaking. The
use of the networks is governed by regulated rules, that is common and known in
advance to all Third Parties.
In order to ensure access to the Network for all and thus, the proper
functioning of the market, it is necessary to establish an independent network
operator. Indeed, ensuring the independence of the operator of these networks over
the vertically integrated undertaking, to which he normally belongs, is achieved by
separating the network operation activities from the production and supply activities.
This is achieved by setting up a separate entity, which is solely responsible for
operating the network (operator), which generally retains the "natural monopoly"
character.
Finally, and in order to enable this scheme to function properly, the
establishment of an independent market regulator is envisaged, who will be able to
perform ex ante regulatory interventions while exercising market control and
supervision.
The objective of adopting the regulatory framework for the liberalized market
is the interconnection and interoperability of the Member States' networks, the
Security of supply in the European Union and Protection of the consumers.
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Chapter 2: The structure of the Greek Gas Market
The Greek gas market is a "young" market, as natural gas has been introduced to the
Greek energy mix just in the late 1990s.
Greece is a country wholly dependent from imports of gas, so increase of gas
demand downstream could contribute to boost competition, only if it is accompanied
by further diversification in the upstream markets. Currently, approximately 60% in the
upstream market is being supplied by Russia, although lately more LNG is imported
from various sources (notably also from the US), inter alia due to the increase of
capacity of the Revithoussa station.
BASIC PRINCIPLES OF THE GREEK NATURAL GAS LEGISLATIVE AND REGULATORY
FRAMEWORK
The Greek natural gas legislative and regulatory framework has been formed and
evolved mainly on the basis of EU legislation aimed at the liberalization of the energy
market, so far consisting of three Energy Packages, as aforementioned, namely
Directive 98/30/EC (first natural gas Directive), Directive 2003/55/EC and Regulation
(EU) 1775/2005 ("Second Energy Package"), as well as Directive 2009/73/EC and
Regulation (EU) 715/2009 ("Third Energy Package"), relating to the natural gas market.
Consequently, the main principles applying to the natural gas sector in Greece are
those set out by the EU.
Ιn order to align the Greek state laws to the provisions of the 3rd energy
package, the energy Law 4001/22.08.2011 (OGG Α’ 179) was adopted, which
incorporated the individual provisions of the above Directive and Regulations, aiming
at the further smooth integration of the natural gas internal market and the
establishment of equal terms of competition for all natural gas business operating
within the European Union. Moreover, and under the requirements of the 3rd MoU
with the country’s creditors, L. 4336/2015 was passed in August 2015, amending
several provisions of L. 4001/2011. The new provisions were mainly related to the
restructuring of the natural gas distribution framework in Greece (obligation for legal
unbundling of natural gas distribution and supply activities) and the expansion of the
definition of Eligible Customer.
OVERVIEW OF THE GREEK NATURAL GAS MARKET
The political decision for the entry of natural gas into the energy mix of Greece was
taken in 1987. Since then, Greece has concluded many interstate agreements aimed at
the import of natural gas, given that to date Greece has no natural gas production of
its own. Such imports are carried out under long term contracts, mostly containing
take-or-pay clauses, with major international natural gas companies, such as the
Russian Gazprom, the Algerian Sonatrach, the Azeri AGSC and the Turkish BOTAS.
The natural gas market in Greece is comprised of several activities such as
import/export, transmission, distribution, supply and storage of natural gas, each of
which is governed by a special regulatory framework.
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Greece also plays the role of a natural gas hub in the midstream market, with
the development of major pipeline projects currently ongoing, such as TAP (designed
to connect gas from the Caspian Sea area with Europe via Greece, Albania and Italy)
and the IGB Pipeline (connecting the Greek natural gas system to the Bulgarian gas
system). The Alexandroupolis FSRU project, an innovative and promising liquefied
natural gas project, is also progressing well.
GREEK NATIONAL NATURAL GAS SYSTEM ("NNGS")
The National Natural Gas System ("NNGS") transports natural gas to consumers
connected to the NNGS on the Greek mainland from the Greek-Bulgarian borders, the
Greek-Turkish borders and the Liquefied Natural Gas (LNG) terminal installed on
Revythoussa island in Megara. Pursuant to Article 67 of Law 4001/2011, and as
described in the latest NNGS Operation Report released by the Hellenic Gas
Transmission System Operator ("DESFA"), the NNGS consists of: the main pipeline
which is 512 km in length, and branches totaling 953.20 kKm in length, which connect
various areas of the country to the main pipeline, the LNG station at Revythoussa,
border metering stations, compression and decompression stations, regulating
stations, control and dispatching centres, operation and maintenance centres, remote
control and communications system and two underwater pipes, each one a back-up to
the other, which connect the Revythoussa LNG Station to the mainland.
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OPERATION OF THE NNGS
Under the provisions of Law 2364/1995, DEPA S.A., the state-controlled public gas
corporation, was granted ownership of the NNGS, together with the planning,
construction and exploitation rights to the NNGS and the distribution network and the
right to import and export natural gas, and was assigned the transmission, storage,
sale, distribution and trading rights. In 2007, and in order to comply with the Second
EU Energy Package, DESFA was established by virtue of Presidential Decree 33/2007 as
a wholly-owned subsidiary of DEPA, so that it could act as the Greek transmission
system operator ("TSO").
According to Directive 2009/73/EC, Member States should select between the
following unbundling models separating supply and production activities from natural
gas transmission systems: (a) Ownership Unbundling model ("OU"), (b) Independent
Transmission Operator model ("ITO"), or (c) Independent System Operator model
("ISO"). In order to comply with the Third Energy Package and the provisions regarding
the effective unbundling of the national TSOs set out therein, Law 4001/2011 first
opted for the ITO model for DESFA (Articles 63A - 63I of Law 4001/2011).
Subsequently, DESFA was included in Greece's privatizations scheme, and
although the first tender launched was cancelled, the second tender launched in 2018
was successfully completed and led to the acquisition of a 66% stake in DESFA by the
SENFLUGA consortium (currently consisted by Snam S.p.A., Enagás Internacional S.L.U.,
Fluxys S.A. and DAMCO ENERGY SA, a company of Copelouzos Group). Since the
completion of this transaction, DESFA has been certified in accordance with Article 10
of Directive 2009/73/EC and Articles 19 and 64 of Law 4001/2011 (by virtue of Decision
1220/2018 of the Greek Regulatory Authority for Energy ("RAE")), and currently
operates under the OU model, as per Articles 62 and 63 of Law 4001/2011.
DESFA conducts the operation of the NNGS based on the provisions of the
NNGS Operation Code (the latest version being RAE Decision 123/2018 as published in
the GG B' 788/07.03.2018)
Can a third party be imposed as Operator of NNGS?
In case DESFA systematically breaches its obligations as set out in Law 4001/2011, and
particularly if it repeatedly discriminates in favor of vertically integrated undertakings,
RAE may impose a third party as operator of the NNGS, by means of a duly justified
decision and upon prior hearing of DESFA, in accordance with Article 63J of Law
4001/2011. This third party shall operate under the ISO model, pursuant to the
provisions of Directive 2009/73/EC, in particular Article 14. In this case, the NNGS
remains in the ownership of DESFA.
THE SCOPE OF DESFA
DESFA is responsible for the operation, management, exploitation and development of
the NNGS and its interconnections in a technically sound and economically efficient
way, in order to best serve users with safety, reliability and adequacy.
Article 68 of Law 4001/2011 lays out the main competencies of DESFA. Inter
alia, DESFA shall provide users with access to the NNGS in the most economically

-11-

efficient, transparent and non-discriminatory way. In this context, DESFA enters into
natural gas transmission agreements, LNG facility agreements and agreements for the
use of storage facility, based on templates which have been pre-approved by RAE.
DESFA may refuse access to the system in cases of lack of capacity or where user
access would prevent it from carrying out its public service obligations.
Furthermore, DESFA: (i) organises the delivery and reception of natural gas in
relation to the NNGS and its allocation among users and ensures its quality; (ii) is
responsible for balancing the NNGS load and collecting the supply security charge from
users, maintaining a separate account for this activity; (iii) applies mechanisms for
managing congestion at inflow and outflow points based, to the extent possible, on
market mechanisms, in accordance with transparent criteria as set out by the NNGS
Code of Operation, so as to promote competition without any discrimination between
NNGS users; and (iv) ensures emergency preparedness as per Article 73 of Law
4001/2011.
DESFA participates in the European Network of TSOs for Gas ("ENTSOG")
established pursuant to Article 5 of Regulation (EU) 715/2009, and in energy
exchanges, whereas it draws up the NNGS development plan. Finally, DESFA is vested
with public utilities obligations, as per the provisions of Law 4001/2011.
THE DISTRIBUTION OF NATURAL GAS
Under the provisions of Law 2364/1995, DEPA was granted the right to natural gas
distribution and supply. Pursuant to Article 4 of this Law, DEPA was entrusted with the
right to establish regional gas distribution and supply companies, known as EDAs in the
Attica, Thessaloniki and Thessalia regions. Aimed at the rapid development of the
natural gas grid, these EDAs were entitled to launch international public tenders for
the selection of private investors to participate in the establishment and management
of special purpose companies, namely Gas Distribution Companies or EPAs, with the
sole purpose of exercising rights for the supply and distribution of natural gas within
specific geographic areas. These companies also undertake the obligation of
developing the natural gas distribution system in their geographic area.
These tenders led to the establishment of EPA Thessaloniki S.A., EPA Thessalia
S.A. and EPA Attiki S.A., which were awarded the licences for exclusive distribution
rights, as well as rights for the supply of natural gas to non-eligible customers,
(customers with consumption less or equal to 100 GWh and household customers)
within the territories of Thessaloniki, Thessalia and Attiki respectively, for a period of
thirty years. Consequently, consumers located within these areas were obliged to
purchase natural gas from these three EPAs.
As a result of their acquisition by EDA Attiki S.A. of EDA Thessaloniki S.A. and
EDA Thessalia S.A. in 2007, they merged leading to the formation of EDA S.A which was
subsequently acquired by DEPA in 2010.
In accordance with Law 4001/2011, transposing the Third Energy Package, as
amended by Law 4336/2015, the EPAs were obliged to proceed with the legal,
accounting and functional unbundling of the operation of the Natural Gas Distribution
Network from other activities, through the contribution, at their discretion, of either
the distribution branch or supply branch of each one of them (Article 80A of Law
4001/2011) to a newly established EDA or EPA respectively. This unbundling was
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concluded through the spin-off of the supply branch of each EPA, with of the
Thessaloniki and Thessalia EPAs contributing their supply branches to a new joint
company (EPA Thessaloniki-Thessalia). Their distribution branches were merged into
EDATHESS, the new distribution system operator ("DSO") for both areas.
In 2017 the supply branch of the Attiki region was also spun off to form the
new EPA Attiki gas supply company, as well as EDA Attiki, the DSO for the Attiki area.
In 2018, the newly established EPA Attiki changed its business name to Natural Gas
Greek Energy Company.
In relation to the rest of Greece, DEPA proceeded with the spin-off of the
distribution sector and formed the DSO DEDA. DEPA continues its activity as wholesale
gas importer, majority shareholder of the Natural Gas Greek Energy Company,
EDATHESS, DEDA and EDA Attiki, and also as competitor of the EPAs in the supply of
natural gas.
It is notable that since 1 January 2018 all customers are eligible, meaning that
they have the right to select their supplier at their discretion. Finally, further to Article
80B of Law 4001/2011, the ownership of the distribution networks which were
constructed by DEPA or the existing EPAs rests with DEPA, whereas the distribution
works or works aimed at the extension of the existing distribution network to be
undertaken in the future by the newly established companies, will be exclusively
owned by them.
THE SUPPLY OF NATURAL GAS
The rules governing the supply of natural gas are the basic rules of a competitive
market. More companies compete in the same market, each supplier freely sets the
prices he or she will offer to its customers, and end-consumers have the right to freely
choose their supplier(s), or have the option to self-procure directly through imports.
Gas Supply is divided into two markets: wholesale and retail.
Pursuant to Article 81 of Law 4001/2011, in order to supply gas to customers, a
natural gas supply license is required. Such license is issued by RAE, as per the terms
and conditions of the Natural Gas Licensing Regulation (Ministerial Decision no.
178065/08.08.2018). This Law, as amended and currently in force, was aimed at
abolishing the distinction between eligible and non-eligible customers, in order for all
customers to be free to select their preferred natural gas supplier. As a result, since
January 1st 2018 all non-household and household customers are eligible, pursuant to
Article 82 of Law 4001/2011.
In particular, the Eligible Customers who have the right to freely choose a
Supplier are defined, as follows:
1. Electricity generation license holders who use natural gas for energy
production.
2. All Customers, including residential, located outside the jurisdiction of the
existing EPAs, ie Attica, Thessaly and Thessaloniki.
3. Within the geographical areas under the jurisdiction of the existing EPAs:
i.
all customers, who are supplying natural gas for use in marine and land
transport engines,
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ii.

all Customers supplying natural gas for industrial use, including
cogeneration (CHP), which, during the last 12 months, had actual
consumption of more than 2.2 GWh per consumption place,
iii.
as of 1/1/2017, all non-household customers who had actual consumption
of more than 2.2 GWh per location of consumption, and
iv.
as of 1/1/2018, all non-domestic customers, regardless of consumption,
and all domestic customers.
4. The EPAs established under the provisions of Law 2346/1995 and which in the
past were exclusively supplied by DEPA by virtue of special agreements, are
also considered eligible customers, in accordance with the terms set out in
Article 82 para. 1d of Law 4001/2011.
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Chapter 3: Public Gas Corporation S.A. (DEPA S.A.)
As previoysly mentioned, the natural gas is the dominant energy choice of the
European Union; it is considered the fuel of the 21st century and, at the same time,
the bridge for the transition from conventional to renewable energy forms.
The implementation of the big energy project to introduce natural gas in the
Greek energy balance was set in motion with the establishment of the Public Gas
Corporation S.A. (DEPA S.A.), in 1988, as the vehicle for the development of the
necessary infrastructure and all the other aspects of the natural gas industry.
HISTORICAL OVERVIEW
DEPA implemented a significant – for Greek standards – project of basic infrastructure,
with a book value over 1.5 billion euro, allowing the transport of natural gas from
Thrace to Attica and to all big consumption centers on the Greek mainland. A highpressure transmission network covering more than 1000 km and a medium-pressure
distribution network covering more than 5000 km was constructed in various areas as
well as an extensive low-pressure network in at least six greater urban areas.
A liquefied natural gas (LNG) terminal, connected via subsea pipelines with the
central natural gas transmission system, and the 295 km-long natural gas
Interconnector between Turkey (Karaҫabey) and Greece (Komotini) were completed.
Collaboration was initiated with big international companies which undertook the
expansion of the distribution networks and the penetration of natural gas in areas with
an annual consumption up to 10 million cubic meters.
An internal natural gas market was developed covering all sectors of economic
activity with the potential for further penetration.
The increasing role of natural gas in the international energy scene combined
with the country’s geographical position creates perspectives of broader
interconnections of the existing infrastructure with the networks of neighboring
countries. The Greece-Turkey Interconnector has been operating since 2007
transporting Caspian/ Azerbaijani natural gas via Turkey to Greece. The extension of
this pipeline is planned to reach Italy, while at the same time the connection between
Greece and Turkey forms the basis for the under development 160km-long branch of
Greece – Bulgaria Interconnector Komotini-Stara Zagora with a prospect of further
expansion.
CURRENT OPERATION OF DEPA S.A.
The group of DEPA, since 2007, consists of legally unbundled companies, whose
core business is the operation of gas activities in Greece broadly described below:
(a) Gas & power supply activities:
i.

Wholesale gas supply:
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•
•


•

•

DEPA imports gas through both long-term pipeline natural gas & LNG
(Liquefied Natural Gas) supply contracts
DEPA is the leading natural gas supplier of electricity producers, large
industrial
customers, retail gas supply companies, end users in remote areas non
connected to the network;

ii.

Gas & power retail supply: DEPA participates in the retail gas and power
supply sector through its 100% subsidiary “Attiki Gas Supply Company SA”
("EPA Attikis"); DEPA also develops a gas refueling stations network for road
transport (CNG – compressed natural gas);

iii.

Other gas related activities
DEPA is the pioneer Greek gas supplier in developing compressed natural gas
(CNG) and small scale LNG projects for remote areas and maritime/ road
transport;
DEPA is currently examining and negotiating a possible participation in the
share capital of Gastrade S.A. which is the developer of the Alexandroupolis
FSRU, a PCI project of significance for the wider south-east European region.

(b) Gas distribution: DEPA holds 100% in “Attiki Gas Distribution Company S.A.” (“EDA
Attikis”), 51% in “Thessaloniki-Thessaly Gas Distribution Company S.A.” (“EDA
THESS”) and 100% in “Public Gas Distribution Networks S.A.” (“DEDA”);
(c) International projects: DEPA holds significant interests in strategic gas
infrastructure projects.
•

DEPA holds 50% of the share capital of IGI Poseidon S.A. (Edison SpA is the
shareholder of the remaining 50%), a company which:
I. holds a 50% interest in ICGB AD, which develops the Interconnector
GreeceBulgaria (IGB) gas pipeline (Bulgarian Energy Holding EAD is the
shareholder of the remaining 50%)
II. develops the Eastern Mediterranean Pipeline Project (EastMed Project),
and
III. develops the Poseidon Pipeline (formerly known as Interconnector Greece
– Italy (IGI) Project);

•

DEPA has also undertaken commercial commitments deriving from its own or
other international projects.
The European Union supports and strengthens through co-financing schemes
all DEPA projects, especially those whose positive contribution extends beyond the
borders of Greek territory and extends first in Southeastern Europe and consequently
into the broader European space. The projects for the Greece-Turkey, Greece-Italy,
Greece-Bulgaria interconnections, the project for a new LNG Terminal in northern
Greece are just an example with multi-faceted significance for the implementation of
the European Policy since, inter alia, they contribute to the diversification of supply
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sources, the consolidation of competition and supply security conditions, the
development of in-between emerging markets and the strengthening of creating
regional natural gas markets.
The share capital of DEPA is currently owned by 65% by the “Hellenic Republic
Asset Development Fund SA” (“Fund”) and by 35% by “Hellenic Petroleum SA”
(“HELPE”).

Source: depa.gr

THE FUND
The Fund is a Greek société anonyme established pursuant to law 3986/2011
(Government Gazette Issue A’ 152/2011) and entrusted with the implementation of
the privatization program of the Hellenic Republic. The Fund is a direct, fully owned
subsidiary of the “Hellenic Corporation of Assets and Participations SA” (“HCAP”), the
entire share capital of which is wholly owned by the Hellenic Republic.
By virtue of decision 206/25.04.2012 of the Inter-ministerial Committee for
Asset Restructurings and Privatizations (Government Gazette Issue B’ 1363/2012), all
shares of DEPA owned by the Hellenic Republic, i.e. 65% of DEPA’s share capital, were
transferred to the Fund.
The Transaction (as defined below) is included in the current Asset
Development Plan of the Fund, as approved on 12.11.2019 by the Government Council
for Economic Policy (Government Gazette Issue B’ 4157/2019).
HELPE
HELPE is South East Europe’s major downstream oil group and a fully integrated energy
player, comprising refining, marketing, petrochemicals, power, renewables, gas and
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exploration and production operations across Greece, Cyprus, Montenegro, Serbia,
Bulgaria and North Macedonia.
The shares of HELPE are primarily listed on the Athens Exchange (ATHEX: ELPE)
with a secondary listing on the London Stock exchange (LSE: HLPD/98LQ). The main
shareholders of HELPE are: (a) Paneuropean Oil and Industrial Holdings S.A. (“POIH”)
with a 45,47% stake in the share capital of HELPE and (b) Hellenic Republic Asset
Development Fund S.A. (“HRADF” or the “Fund”) with a 35,48% stake in the share
capital of HELPE, while the remaining 19,05% free float is held by institutional and
private investors.
FIRST LAW REGARDING DEPA’S PARTIAL DEMERGER (L. 4602/2019)
On 9 March 2019, L. 4602/2019 was published in the Official Journal (A’ 45/2019)
providing the unbundling and privatization of Public Gas Corporation of Greece S.A.
(DEPA). The law provided that within three months of its entry into force, DEPA should
be divided into two companies, DEPA Infrastructure and DEPA Commercial.
More specifically, article 80I of L. 4001/2011, as amended by L. 4602/2019,
provided that DEPA will transfer by means of universal succession its infrastructure
activities to a new company, which was to be established under the name “DEPA
Infrastructure S.A.”. The infrastructure activities, as described in the Law, included:
a) the gas distribution network,
b) DEPA’s participation in the shareholding of the gas distribution companies,
namely in EDA Attikis (100%), DEDA (100%), EDA Thessaloniki-Thessaly (51%),
c) the participation of DEPA in international projects i.e. the Greece Italy
interconnection pipelines (IGI), Greece – Bulgaria interconnection pipeline (IGB)
as well as the Eastern Mediterranean Pipeline (EastMed), and
d) all rights and obligations stemming from the Memorandum of Cooperation for
the construction of the Floating Storage Regasification Unit (FSRU) in
Alexandropouli.
It is, also, worth mentioning that “DEPA Infrastructure” was required to
establish a new subsidiary within three months of the completion of the DEPA
demerge, and to transfer to it the international projects. According to article 80 I, the
State would have strong presence in “DEPA infrastructure”, holding 51% of its share
capital, whereas the transfer of assets and liabilities to “DEPA Infrastructure” will take
place automatically with the registration of the notarial deed of the divestment
company at the Companies’ Registry (GEMI). However, the damages of DEPA would
not be transferred to “DEPA Infrastructure”. Finally, the law provided that “DEPA
Infrastructure” will absorb all personnel of “EDA Attiki SA” and “DEDA SA”, which has a
dependent employment relationship, as well as the staff of "DEPA SA", which is
exclusively engaged in the infrastructure sector and under a contract for dependent
employment agreement.
Upon completion of the above infrastructure transfer, DEPA would have been
renamed to "DEPA Commercial". The main activities of “DEPA Commercial” would be
the import and supply of natural gas and electricity, as well as any activity associated
with the development of the expansion and operation of the gas supply. Within 3
months of the completion of DEPA demerger, “DEPA Commercial” would have to
absorb its subsidiary companies. As regards the transfer of shares of DEPA
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Commercial, Article 80 I provided that the public will sell 50.1% of its share. The share
distribution process could begin before the completion of the DEPA’s partial split, but
was conditional upon the realization of the decomposition of DEPA and the absorption
of its subsidiaries. Moreover, according to article 80 I the investor holding the majority
of shares in “DEPA Commercial” was required to sign an agreement with the State,
providing to it the right to exercise veto to strategic policy issues such as a) compliance
with the obligations arising from existing long term gas supply contracts, b)
implementation of existing and future contingency plans and measures to ensure the
country's energy security, c) the safeguard of geopolitically diversified sources of gas
supply in the country and d) compliance with the commercial obligations undertaken
for international projects, including, but not limited to, quota commitments in the
Bulgarian pipeline interconnector (IGB) and the floating terminal gasification in
Alexandroupoli (FSRU).
Finally, it is worth mentioning that according to article 80 IB the personnel of
“DEPA Commercial” would not be fired due to economic or organizational reasons for
the first 3 years after the transfer of the shares.
SECOND LAW REGARDING PARTIAL DEMERGER OF DEPA (L. 4643/2019)
During the drafting of the present dissertation, on 3 December 2019 Law 4643/2019
on the liberalisation of the energy market, the modernisation of the Public Power
Corporation, the privatisation of the Public Natural Gas Company (DEPA) and the
support of renewable energy sources was published in the Official Journal (A'
193/2019) and amended furtherly Law 4001/2011 (Government Gazette Issue A’
179/2011). Under the new law, DEPA will be demerged into three distinct
undertakings, two of which will be completely privatised. This transformation will
significantly alter DEPA's unbundling and privatisation scheme, which was adopted
under Law 4602/2019. The changes that entered into force regarding the
transformation and privatization of DEPA’s Group, are analyzed below.
The first significant change concerns DEPA spin-offs: Pursuant to article 80I of
the Energy Law, as amended by virtue of Law 4643/2019, a partial demerger of DEPA’s
distribution gas branch shall take place, but not in the way that was previously
provided in L. 4602/2019, as mentioned above. By this partial demerger, the following
shall apply:
(a) all current wholesale and retail gas activities of DEPA, including inter alia
DEPA’s participation in EPA Attikis S.A. will remain under DEPA which will be
renamed to “DEPA Commercial SA” (“DEPA Commercial”), the shares of which
will be owned by DEPA’s current shareholders, namely by the Fund (65%) and
HELPE (35%);
(b) all distribution gas activities of DEPA, including inter alia (i) DEPA’s participation
in EDA Attikis SA, EDA Thessaloniki – Thessaly SA and DEDA SA and (ii) DEPA’s
ownership rights on distribution networks shall be transferred to a separate
legal entity which will be named “DEPA Infrastructure SA” (“DEPA
Infrastructure”), the shares of which will be owned by DEPA’s current
shareholders, namely by the Fund (65%) and HELPE (35%); and
(c) all international projects in which DEPA participates (either directly or through
its subsidiaries) shall be transferred through a spin-off to a separate legal entity
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which will be named “DEPA International Projects” (“DEPA International”) and
will initially be a 100% subsidiary of DEPA Commercial SA (as defined above),
immediately following the completion of the Partial Demerger, including inter
alia DEPA’s participation in (a) projects developed by IGI Poseidon SA, in which
DEPA directly participates and include the Interconnector Greece-Italy (IGI
Project) and the Eastern Mediterranean Pipeline Project (EastMed Project); (b)
projects developed by ICGB AD, in which DEPA indirectly participates through
IGI POSEIDON SA, and include the interconnector pipeline Greece-Bulgaria
(IGB) and (c) the projects which will be developed in the context of direct or
indirect participations of DEPA in companies which are engaged in the
development, construction and management of infrastructure interconnection
projects with neighbouring countries.
Article 80E of the Energy Law provides for the separation of (a) the activities of
production and supply of natural gas or electricity or trading of electricity, from (b) the
activities of the Natural Gas Distribution Network Operators. Article 80Z of the Energy
Law provides for an exception from the above separation for those persons that (a) at
the entry into force of law 4602/2019 hold a percentage in the share capital or the
voting rights of a Natural Gas Distribution Network Operator or in a legal entity owning
or controlling a Natural Gas Distribution Network, and (b) hold directly or indirectly
control, or exercise any right in, or participate in the share capital of a legal entity that
exercises in the Hellenic Republic any of the activities of production or supply of
natural gas or electricity or trading of electricity, the above under (a) and (b) persons
being restricted though from acquiring any other shares or voting rights to the extent
such acquisition falls under the prohibitions of Article 80E of the Energy Law.
The second important change concerns the degree of DEPA's privatisation, as
all DEPA Commercial and DEPA Infrastructure shares are owned by the Greek state and
will be placed on the market. To this end, the Greek state transfers its participation in
the aforementioned undertakings to the Hellenic Republic Asset Development Fund
(HRADF). After the restructuring, HRADF will hold 65% of the total shares in DEPA
Commercial and Hellenic Petroleum (HELPE) will hold the remaining 35%.
Moreover, the obligation imposed by Law 4602/2019 on DEPA Commercial's
major shareholder to conclude an agreement with the state conferring the latter's
right to exercise a veto on strategic policy decisions has been abolished, appeasing
concerns that such a privilege would impair investors' ability to exercise their
commercial policy. On the other hand, to counterbalance the disposal of all of the
state's participation in DEPA Infrastructure's share capital and with a view to attracting
long-term investors that will undertake and finance modernisation, gas distribution
network infrastructure will be developed and expanded and the non-transfer of shares
for five years has been set as a prerequisite.

DEPA INFRASTRUCTURE
Following completion of the Partial Demerger, the demerged company DEPA
Infrastructure shall maintain the distribution sector, i.e. all activities of DEPA which
include at least the following business activities:
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a) DEPA’s participation in the entities acting as operators of Natural Gas Distribution
Networks, i.e. EDA Attikis SA, EDA Thessalonikis – Thessalias SA and DEDA SA, with
all rights and obligations attached thereto;
b) DEPA’s ownership rights on distribution networks;
c) The fibre-optic network owned by DEPA;
d) The rights and obligations of DEPA with respect to the development, design and
implementation of projects for the infrastructure of distribution networks,
including compressed natural gas projects or small scale LNG projects, excluding
the rights and obligations of DEPA in international projects, such as any quantity
commitments in the interconnector pipeline between the Hellenic Republic and
the Republic of Bulgaria (IGB) or the floating LNG gasification terminal in
Alexandroupolis.

TRANSACTION STRUCTURE
Pursuant to article 80Ι paragraph 12 of the Energy Law and law 3986/2011, the Fund
will proceed with the sale of its 65% shareholding in DEPA Infrastructure (the “Fund’s
Shares”), through an international competitive tender process.
The Fund and HELPE, in their capacity as shareholders of DEPA Infrastructure
have entered into a Memorandum of Understanding (the “MoU”), to jointly sell their
respective stakes in DEPA Infrastructure, namely HELPE has committed to sell its stake
of 35% in the share capital of DEPA Infrastructure (the “HELPE Shares”) along with the
Fund’s Shares through the tender process to be run by the Fund in respect of the sale
of the Fund’s Shares.
The Greek government and the Fund are expecting strong investor interest in
the full sale of gas utility DEPA’s new entity DEPA Infrastructure, a procedure whose
deadline for non-binding expression of interest expires, after deadline extension, on
February 20, 2020.
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Chapter 5: Comparative analysis of Europeans DSOs Unbundling
This section provides a comparative analysis on the status of implementation of the
unbundling provisions set out in the above mentioned Directives of the 3rd Energy
Package (3rd Package), focusing on the new developments since 2015.
UNBUNDLING REGIME AND DSOS’ STRUCTURE
As provided by the Directives, the DSO unbundling regime is composed of legal
unbundling, functional unbundling and accounting unbundling rules. No derogation is
possible from the rules on accounting unbundling for smaller DSOs serving less than
100,000 connected customers.
However, Malta still benefits from the exemption from the requirements of
Directive 2009/72/EC: The Maltese Electricity Market Regulations require unbundling
at an internal accounting level only. With regard to natural gas, the Natural Gas Market
Regulations require that if the DSO is part of a VIU, it shall be independent at least in
terms of its legal form, organisation and decision making from other activities not
relating to distribution.
On the contrary, the Netherlands remains the only Member State where
national law requires full ownership unbundling while all of the others require at least
a legal and functional unbundling for both gas and electricity DSOs. In the Flemish
region of Belgium, even though the relevant regional law does not impose ownership
unbundling for DSOs, in practice DSOs have, also, been fully unbundled.
Since the entry into force of the 3rd Package, several NRAs have observed
major changes in the ownership structure of DSOs. Some examples are listed below:
In France, within the group “Electricité de Strasbourg”, the DSO used to be the
parent company. At the French NRA’s (CRE) request, the structure of the group
changed with the parent company becoming a holding with two subsidiaries: one for
the production/supply activity and the other one in charge of electricity distribution.
In Belgium, seven electricity DSOs and five gas DSOs were merged into “ORES
Assets scrl” on 31 December 2013.
In Denmark, many electricity DSOs have merged while the state-owned
infrastructure company, Energinet, has taken over one gas DSO. Negotiations are still
pending regarding the other remaining gas DSOs.
In Hungary, one electricity DSO (formerly owned by EDF) was acquired by a
state owned company and now operates under the name “NKM Áramhálózati Kft.” Gas
DSO FŐGÁZ was reprivatized, while “TIGÁZ” DSO (formerly owned by ENI) was
acquired by the Hungarian MET Group.
In Latvia, in the context of the implementation of the legal, functional and
organisational unbundling of the gas distribution activity of “Latvijas Gāze”, the gas
DSO JSC "GASO" started to operate in December 2017. The DSO’s compliance with the
independence requirements is currently being assessed by PUC. Latvijas Gāze
continues to perform its natural gas supply activities.
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ASSESSMENT OF DSOs’ REBRANDING
In most of Member States, national law specifically provides that the DSO’s branding
and communication shall not create confusion with the production and supply
activities of the VIU. In this respect, several Member States have adapted their
national legal framework since 2015 to further define the unbundling rules regarding
branding and communication of DSOs:
In Denmark, a national rule regulating rebranding came into force in June 2017.
In particular, with regards to its communication practices, the DSO’s corporate identity
must be different from that of the VIU.
In Italy, in order to avoid any confusion in respect of the separate identity of
the supply branch of the VIU, the NRA decided to implement the full rebranding of
DSOs for both the electricity and gas sectors.
In Norway, the law imposes on DSOs general neutrality requirements. In
addition, the implementation of explicit branding requirements rules is expected in the
coming months.
In Greece, in the framework of monitoring the effective implementation of the
new unbundling provisions in the natural gas sector, all three natural gas DSOs actively
consulted RAE (through multiple meetings and the submission of explanatory
memoranda) before adopting their final brands.
The NRAs’ control over DSO branding and communication in order to avoid
confusion with the VIU is a relevant example of the major role played by European
regulators to guarantee the effective implementation of unbundling provisions.
Moreover, NRAs must intervene when cases of non-compliance are detected to oblige
DSOs to rebrand and redefine their communications according to the unbundling
requirements. These interventions are necessary to properly inform consumers on gas
and electricity offers since the logos are often the first information and marker that a
client will have regarding a company.
The unbundling requirements must also guarantee a fairer competition among
DSOs while enabling new companies to enter the energy market.
Overall, few cases of non-compliance have been detected by NRAs in the
various Member States.
In some countries, such as Denmark, Germany, France and Great Britain,
national law provides pecuniary penalties with maximum fines. So far, NRAs have not
imposed any sanctions, although three decisions were issued in Austria instructing that
compliance with the law must be restored within an appropriate period of time.
In France, following an investigation conducted by CRE, “ERDF”, the main
electricity DSO wholly owned by EDF, changed its logo and corporate identity to
“ENEDIS”. Moreover, in 2018, CRE has asked another DSO to change its logo,
considering that it was too similar to the logo of the supply entity of the VIU.
Below are a few examples of recent changes of logos of the DSO or the
production/supply branch of the VIU:
Country

Old logo VIU

New logo VIU

N/A
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Old logo DSO

New logo DSO

Denmark
N/A

N/A

N/A
France
N/A

Germany

Greece

N/A

N/A
Italy
N/A
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Luxembourg

In those Member States where rebranding processes have been carried out, it
is considered to be conducted to a satisfactory level in both gas and electricity. In some
other Member States, NRAs interventions have been necessary to implement the rules
properly.
INDEPENDENCE OF DSOs
Independence regime
Distribution activities are to be performed in accordance with the legal and functional
unbundling requirements as provided in the Directives.In almost all Member States,
detailed rules on independence of the staff and the management of DSOs have been
adopted. Additional rules have been specifically implemented in certain Member
States to ensure independence:
In Denmark, the compliance officers of the DSOs can neither be employed in
other companies of the VIU nor have any kind of responsibility, business relationship
or interest in such companies. The executive members and the members of the
management board of the DSOs are bound to impartiality rules, such as not being part
of the board of directors in affiliated companies;
In Norway, there was a need to further strengthen the rules on independence,
since nearly all legally unbundled DSOs were part of a group of companies including
production and supply, which created challenges in practice. Thus, new and stricter
unbundling rules with a wider scope have been adopted, pending entry into force in
the near future.
In Latvia, the same person cannot be concurrently involved in different units of
the vertically integrated natural gas merchant, which are responsible, directly or
indirectly, for the production of natural gas, provision of liquefied natural gas services
and trade thereof. The persons in charge of the DSO must act independently as well.
In Great Britain, DSOs’ independence issues are dealt through the licencing
procedure.
DSOs must benefit from complete independence within the approved financial
plan or any equivalent instrument. This was and remains the case in the majority of
Member States.
Special rules for shared services
Shared services between DSOs and their VIU are limited and accepted under the
condition that effective competition is ensured and conflicts of interest are excluded.
The shared services concern all the different categories of services from
personnel to finance, IT, accommodation, transport and call centres.
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Source: CEER

Financial and personnel resources of the DSOs
Apart from the Netherlands and the fully ownership-unbundled DSOs for which this
obligation is not relevant, in most Member States DSOs have sufficient personnel
resources directly employed to ensure real decision-making power and independence
in their work.
In Finland, this issue is checked during the DSO licensing process whereas in
Lithuania the personnel resources must comply with the requirements specified in the
Energy Undertakings Technological, Financial and Management Capacity Assessment
Procedure approved by the Lithuanian NRA in March 2015. This procedure foresees
that DSOs’ personnel resources are treated as sufficient if the DSO:
has the necessary qualitative and quantitative capacities to (i) communicate
with the national regulator, (ii) comply with its requests, (iii) provide necessary
information and (iv) fulfil other legally defined obligations;
can carry out its regulated activity, prepare reports and implement accounting
requirements;
has the personnel necessary to inform and consult consumers and to deal with
their complaints.
In some Member States, there is either a legal or regulatory guidance and/or
methodology to define the principle of sufficient personnel resources. Some countries
have put in place a monitoring policy on personnel resources. In Greece, DSOs must
submit periodic reports in this regard. In Lithuania, the DSO has to provide motivated
explanation to the NRA on changes related to personnel from the time the licence has
been issued or modified.
MAIN OUTCOME OF THE STATUS REVIEW OF THE DSOs UNBUNDLING
To sum up, Malta still benefits from the exemption from the requirements of the
Electricity Directive and the Netherlands remains the only Member State where
national law requires full ownership unbundling while all of the others require at least
a legal and functional unbundling for both gas and electricity DSOs.
Since the entry into force of the 3rd Package, major changes in the ownership
structure of DSOs have been observed. The most important changes that have been
observed are related to the ownership structure of DSOs.
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In France, within the group Electricité de Strasbourg, the DSO used to be the
parent company. The group had to change, with the parent company becoming a
holding with two subsidiaries: one for the production/supply activity and the other one
in charge of electricity distribution.
In Hungary, one electricity DSO was acquired by a state-owned company and
now operates under the name “NKM Áramhálózati Kft” whereas the gas DSO FŐGÁZ
was reprivatised and TIGÁZ DSO was acquired by the Hungarian MET Group.
One of the most relevant issues NRAs had to deal with in terms of DSO
unbundling is linked to DSO branding. The NRAs’ control over DSO branding and
communication in order to avoid confusion with the VIU is a relevant example of the
major role played by NRAs in order to guarantee the effective implementation of
unbundling provisions.
When it comes to the DSO landscape, with the exception of some countries,
the number of gas and electricity DSOs in most Member States has not significantly
changed after the enforcement of the unbundling provisions, while in almost all of the
Member States, detailed rules on independence of the staff and the management of
DSOs have been adopted.
This research has revealed that most of the Member States have shared
services in both gas and electricity sectors. Although NRAs continually monitor that
DSOs comply with the aforementioned unbundling requirements, the increase of
shared services between DSOs and their VIUs may raise questions on the complete
independence of DSOs, since shared services lead to more interactions between the
different entities of the VIUs.
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Conclusions
Almost a decade after the Third Energy Package has come into force, time is ripe to
draw conclusions on the progress of gas market liberalisation.
First of all, breaking up incumbents has not been a painless undertaking, but
the industry has now adapted to the “new normal” in most EU countries. New ways of
doing business, commercial opportunities and professional profiles have emerged.
Young executives operate with a post-liberalisation mindset. Alongside traditional
players, new ones have come to the scene, such as trading companies, TSOs and DSOs.
The liberalisation of European gas markets is widely recognised as a major
success by industry analysts. But EU politicians are reluctant to celebrate it because
liberalisation on its own has failed to deliver on another key objective – supply
diversification. Ironically, Europe is now more dependent on Russian gas than ever.
Since the first Russia-Ukraine gas crisis broke out in 2006, the European Commission
has pursued a vigorous liberalisation agenda in a bid to open up what still very much
looked like a patchwork of national gas markets.
Policy analysts agree that EU gas markets have changed radically – and for the
better. The assessment is shared by ACER, the Agency for the Cooperation of Energy
Regulators in Europe, which draws attention to legal changes that have helped fluidify
gas markets. “Since the entry into force of the so-called Third Energy Package in 2009,
major improvements have taken place,” said Dennis Hesseling, head of the gas
department at ACER. Most industrial consumers and many households can now freely
choose their gas supplier, he pointed out.
The Greek model complies now with the EU’s third energy package, aiming to
gradually liberalize fully the market and reduce energy costs. Greece is in the process
of becoming part of a harmonized European energy market, opening up the local gas
market to international competition.
The objective of the new laws was to separate the natural gas supply and
distribution activities. The process for DEPA’s group transformation and privatization is
expected to be completed within 2020, when all transactions will be conducted and
the new companies, to wit DEPA Infrastructure S.A, DEPA Commercial S.A. and DEPA
International Projects S.A., will be established. The implemented reforms bring major
changes to the national natural gas landscape. The removal of local monopolies in the
gas market is expected to bring about positive effects not only on the competitiveness
of the energy intensive industry sector but on the welfare of households as well.
Besides the right of access to alternative suppliers through the elimination of
restrictions and the unbundling of network development and maintenance from
supply, the growth of the distribution networks and the promotion of the use of gas as
heating fuel are expected to complete the reform.
The whole process has formed a challenging new environment for all market
stakeholders. Distribution system operators are now under strict regulatory oversight,
operate under a new specific licensing scheme and with regulated tariffs. The
regulatory authority will need to monitor the process and function of the market,
while observing the requirements of the law and relevant deadlines set.
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Finally, the liberalization of the market has led to a boom in the number of
suppliers and available deals. Despite sometimes being unsettlingly complex for
consumers, they are the ones who benefit from the restructuring of the sector.
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