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Chapter 3: The Italian Gas Market

Figure 3.21: The Structure of the Italian Gas Market
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e Distribution and sales.

A few players dominate ltaly's import and wholesale sector, Source: The talian Gas Market Outlook

but its retail sector is highly fragmented. ENI and its
subsidiaries (Snam Rete Gas, Stogit and Italgas) control about
70% of imports, 88% of production, 96% of transport and storage and about 50% of the final market (70% of wholesale
and 30% of retail). Many obstacles hinder the creation of a competitive gas market. These include the concentration of
supply in the wholesale market, the bottlenecks in transportation capacity from abroad, the cost of new import
infrastructure (which discourages assertive behaviour from new operators), and the constraints of take or pay contracts.
The transformations now under way, generated by the liberalization and regulation of access, are profound.

As reported by AEEG in 2002, short-term and spot contracts accounted for 5% of total trade. From 2000 to 2002 the
number of importers rose from three to about 20. The number of operators, and the role played by consortiums of
consumers, is rising in all those stages of the chain that are open to competition. The number of operators having access
to transportation rose from 4 in 2000 to 27 in 2002, while that of operators with storage contracts rose from 2 to 14 over

the same period. In the industrial sector, about 15% of volumes were subject to changes of supplier between 2000 and
2002.

Producers/foreign suppliers

Gas is produced by a number of companies within Italy, elsewhere in Europe or North Africa. Gas production in Italy is
mainly controlled by ENI through its "Exploration & Production division", with a number of smaller producers, including
Edison and BG ltalia. (Agip SpA was merged into ENI SpA on 1 January 1997 to become ENI's Exploration & Production
division. Agip was formed by the Government in 1926 with a mandate to explore for and develop oil and natural gas).
However, Italy also imports gas from a number of other producers around Europe, the FSU and North Africa, via pipeline
or LNG.

Wholesale supply

Historically, both the supply and transportation of gas in Italy has been dominated by Snam, a subsidiary of ENI, which
managed the import and transmission of gas through its high-pressure pipelines to supply the local distribution
companies. Since 1 July 2001, transportation and re-gasification infrastructures in Italy have been transferred to Snam
Rete Gas. A number of large industrial customers and power stations are supplied directly by ENI. There are now a
number of other companies that compete with ENI in the import and supply of gas to large customers and distribution
companies, including Edison, Enel, Plurigas, Energia Gas, Dalmine Energia, and Gaz de France. Table 3.15 shows the
quantity of natural gas imported in Italy by company and sold by wholesaler in 2002.
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