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TAR NC SJWS 5 ς Meeting Objectives 

ÅRevenue Reconciliation 

ÅBusiness Rules ς Chapter 4 
 

ÅACER Presentation 

ÅIIA/Justification Document 
 

ÅENTSOG Presentation  

ÅProcess update, next steps, structure of draft TAR 
NC and linking policy options 
 

ÅStakeholders Views on process/draft TAR NC 

ÅEFET, IFIEC, Gazprom M&T, GIE and OGP 
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The Business Rules Chapter on Revenue Reconciliation covers 
the following topics: 
 

Revenue Reconciliation - Business Rules 

General 

Regulatory Account 

Under/Over Recovery 

Reconciliation 
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Regulatory Account 

One 
Regulatory 
Account for 

Reconciliation 

Sub-account for 
tracking flow based 
charges related to 

e.g. fuel costs 

Sub-account for 
tracking capacity 

charges 

Sub-account for 
tracking alternative 
charges applied at 

non-CAM NC points 
for revenue 

recovery 

Possibility to have sub-accounts to track different types of charges but all 
under/over recovery should be aggregated into one regulatory account for 

reconciliation  

Auction premia may be maintained 

in a separate specific account 
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Under / Over Recovery 

Capacity based charges ς the majority of the revenue should 
be recovered via these charges and in some cases all revenue 

may be recovered via capacity charges. 

A non-capacity based charge that may be used to recover 
costs mainly driven by actual flows e.g. fuel costs. 

An alternative charge may be applied at non-interconnection 
points  to reconcile the revenues if approved by the NRA and 
while avoiding cross subsidies between domestic and cross 

border customers. 

Different types of charges may be applied to address any 

under-/over-recovery: 



8 

 

 

Revenue Reconciliation 

NRAs shall 
determine the 
frequency and 
timescale for TSOs 
to reconcile their 
regulatory account 

Any over/under 
recovery to be re-
distributed back to 
network users 
shall be allocated 
to entry and exit 
points in 
accordance with 
the chosen cost 
allocation 
methodology 

In most cases the 
reconciliation of 
the regulatory 
account will lead 
to an adjustment 
of the reference 
price only, except 
where flow based 
charges or 
alternative 
charges are used. 

 



Thank You 
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TITRE    

Assessment of Policy Options: 
Justification document for 

Framework Guidelines on rules regarding 
Harmonised Transmission Tariff structures 

 
Lewis Hodgart  

ACER Gas Department, Seconded national expert  
Thomas Querrioux  

ACER Gas Department, FG/NC officer  
 

 
 

ENTSOG Tariff SJWS 5 ï 9 April 2014  



  
11 

Justification document ï Tariff FG  

ENTSOG Tariff SJWS 5 ï 9 April 2014  
 

Contents 
 
1st part - Context 

 
ÅMilestones 
ÅJustification document ς integration with FG process 
 
2nd Part - Content 
 
/ƻƴŎƭǳǎƛƻƴ ŀƴŘ bŜȄǘ ǎǘŜǇǎΧ 
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Justification document - Integration of Tariff FG process (1/2) 

 

Å The purpose of the Justification document is to underpin the policy 
decisions taken in the Tariff FG with a deeper analysis. 

Å The Justification document is consistent with the principles of Better 
Regulation, whereby the Agency provides further justification for 
important policies. 

Å ENTSOG is invited to provide further evidence ς including deepening the 
Justification document analysis ς in its development of the NC.  

 

 

Justification document ï Part I: context  
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Justification document - Integration of Tariff FG process (2/2) 
 

The analysis was begun in conjunction with and complemented the 
development of the Tariff FG policy options. 

However, the FG options were not developed by ACER in isolation: 

Å The FG development process involved extensive stakeholder input ς 3 
consultations, 4 workshops plus other events; 

Å ACER Director presents the FG to the BoR for favourable opinion - high 
level of NRA input and agreement is therefore essential 

Å The Commission is responsible for validating FGs based on the principles 
of Article 6(4) of the GR. The Commission actively followed the Tariff FG 
process  from scoping to the publication of Justification Document. 

 

Justification document ï Part I: context  



  

2011 2012 2013 
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Jun. Jul. Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Jun. Jul. Aug. Sept. Oct. Nov. Dec. 

                                            

Tariff Scoping  
 

Consultation 

Madrid Forum Requests ACER scope  Tariff FG project  

Framework Guidelines  
 

EC invites ACER to develop FG  

Consultation 

ACER granted extension  
to consider CAM interactions and 
other issues  

Workshop 

Open House 

EC requests improvements to 
cost allocation methodology 
section  

BoR endorsed draft FG absent 
cost allocation chapter  

Consultation 

Q&A session 

Workshop Workshop 

Tariff FG adopted by 
the Agency and 
submitted to EC  

Milestones 

Workshop 

Justification document ï Part I: context  
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¢ƘŜ WǳǎǘƛŦƛŎŀǘƛƻƴ ŘƻŎǳƳŜƴǘ ǇǊƻǾƛŘŜǎΧ 

Å A concrete identification and definition of the problem or problems the 
Tariff FG is trying to solve 

Å A clear set of objectives which the Tariff FG is trying to balance 

Å A credible range of policy options for addressing the problem(s) 

Å An assessment of the policy options against an assessment criteria 

Å Reasoned justification for the policy decision taken in the Tariff FG 

Å A partial assessment of the distributional effects of the Tariff FG (case 
studies) 

The Justification document ŘƻŜǎ ƴƻǘ ǇǊƻǾƛŘŜΧ 

Å A cost assessment of implementing the Tariff FG 

Å A micro assessment of every choice implicit in the Tariff FG   

 

Justification document ï Part I: context  
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Justification document ï Tariff FG  

ENTSOG Tariff SJWS 5 ï 9 April 2014  
 

Contents 
 
1st part - Context 

 
2nd Part ς Content 
 
ÅStructure 
ÅProblem identification 
ÅPolicy objectives 
ÅPolicy Options and enforcement design choices 
ÅAssessment of policy options 
 
/ƻƴŎƭǳǎƛƻƴ ŀƴŘ bŜȄǘ ǎǘŜǇǎΧ 

 
 

 



  

Justification document ï content  
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Structure 

The format for the document draws on the /ƻƳƳƛǎǎƛƻƴΩǎ Impact Assessment 
Guidelines*: 

Å Problem identification & extent of the problem 

 The problem definition should describe and provide evidence of the nature 

 and scale of the problem.  

Å Objectives 

 Clear objectives are directly related to solving the problems which have 
 been identified. Objectives provide the  only effective criteria for assessing  the 
 success or failure of the proposed policy options. 

Å Policy Options and enforcement design choices 

 Options and delivery mechanisms most likely to achieve the objectives, at the 

 appropriate level (considerations of proportionality). 

Å Assessment of the options 

*http:// ec.europa.eu/smart-regulation/impact/commission_guidelines/commission_guidelines_en.htm 
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Problem identification & extent of the problem (1/3) 

 
Data collected from NRAs during the Tariff FG development process demonstrates 
there is considerable heterogeneity in the implementation of tariff regimes, in 
terms of:  
 

Å The applied entry/exit split;  

Å The applied capacity/commodity split;  

Å The approach to locational capacity pricing signals;  

Å The methodology applied (distinct from postage stamp);  

Å The applicable regulation/ contracts in relation to transit lines.  
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Problem identification & extent of the problem (2/3) 

Differences of approach are not necessarily problematic where tariffs derive from 
an objective and transparent methodology; however: 

Å Inconsistent tariff structures across member states make cross-border gas 
transportation more complex for network users; 

Å Where tariff structures lack objectivity or do not reflect system costs, this can 
lead to inefficient use of the transmission networks; 

Å Unjustifiably high transmission tariffs can negatively affect wholesale market 
integration, especially if wholesale market (spot or forward) price spreads across 
hubs fall below relevant cross-border transmission charges at any point in time.  



  

Justification document ï content  
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Problem identification & extent of the problem (3/3) 

 

Number of days in 2013 during which 
wholesale market day-ahead price spreads 
fell below transmission charges in EU  

 
Source: ACER based on Platts and ENTSOG 

 
Note: calculations do not include VAT. In the case 
of UK-NL and UK-BE transactions, the charges of 
exempted UK-Continental Interconnectors are not 
included. 
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Objectives 

ÅOverall objective for Tariff FG is to develop a level of harmonised transmission 
tariff structures necessary to better facilitate the completion of the internal EU 
gas market. This is in line with a number of EU legislative requirements.   

ÅMore specifically, Articles 1 and 13 of Gas Regulation 715/2009 set out 
requirements for transmission tariffs.  In particular Article 13 states:  

 Tariffs, or the methodologies used to calculate them shall be transparent, take 
into account the need for system integrity and its improvement and reflect the 
actual costs incurred, insofar as such costs correspond to those of an efficient and 
structurally comparable network operator.   
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Objectives 

The operational objectives include: 

ÅAligning and harmonising the interpretation of each cost allocation methodology 
and determination of the reference price; 

ÅThe harmonisation of the approach, tools and frequency for revenue 
reconciliation; 

ÅThe harmonisation of the range within which a reserve price may vary, including 
provisions on proportionate pricing; 

ÅThe harmonisation of the approach to payable price; 

ÅEnabling the Network code on Capacity allocation mechanisms, including: 

џ Principles for setting tariffs at Virtual interconnection points; 

џ Principles for bundled capacity products. 
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Justification document ï Tariff FG  

ENTSOG Tariff SJWS 5 ï 9 April 2014  
 

Contents 
 
1st part - Context 

 
2nd Part ς Content 
 
ÅStructure 
ÅProblem identification 
ÅPolicy objectives 
ÅPolicy options and enforcement design choices 
ÅAssessment of policy options 
 
/ƻƴŎƭǳǎƛƻƴ ŀƴŘ bŜȄǘ ǎǘŜǇǎΧ 
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Policy options and enforcement design choices  

The following aspects of tariff structures were considered for evaluation: 

Å Cost allocation and reference price methodology 

Å Revenue reconciliation mechanism 

Å Reserve prices for capacity products of shorter duration and the application of 
multipliers, seasonal factors and pricing of interruptible services 

Å Payable price (interconnection points) 

For each area 3 broad policy options were considered (some options contain sub-set 

options): 

Å Option 1: no further EU action to address the issue (baseline scenario); 

Å Option 2: increased transparency/some harmonisation parameters 

Å Option 3: fully harmonised parameters/specification at EU level 
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Assessment of the options - criteria used 

Å Each option was assessed against the following criteria: 

Å Effectiveness ς This is an assessment of the extent to which the option meets the 
FG and Gas Reg. objectives, in particular Article 1 and 13 of the Gas Regulation. 

Å Feasibility ς This is an assessment of the feasibility of implementing the given 
policy option, including any foreseeable structural barriers. 

Å Acceptability ς This is an assessment (based on con responses and NRA input to FG 
process) of the extent to which the option has support among industry 
stakeholders.   

Å Policy options were scored between 0 and 3 (e.g. not effective = 0; very effective = 3)  

Å The criteria provides a transparent assessment framework for our analysis.  Scoring is 
indicative.  Qualitative assessments translated into a quantitative framework imply a 
degree of subjectivity.  
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Cost allocation and reference price methodology (1/6) 

3 policy options were considered: 

Å Option 1: no further EU action to address the issue (baseline scenario); 

 No new EU policies.  Any steps taken to harmonise tariff structures would be on a 
 voluntary basis between member states. 

Å Option 2: further/ increased transparency; 

 New obligations set concerning the transparency of the various approaches to tariff 
 calculation. Potential for network users to better understand and challenge objectivity 
 of tariff structures.  

Å Option 3: harmonised parameters at EU level (including three sub-variants). 

Å Variant 3.a: Top-down approach ς ex-post assessment of the cost allocation and reference 
price methodologies 

Å Variant 3.b: Bottom up approach - harmonised description of allowed methodologies 

Å Variant 3.c: fully deterministic approach  
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Cost allocation and reference price methodology (2/ 6) 
  Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Increased transparency 1.5 2.5 1.5 5.5 

3 Harmonised 
parameters 

2.5 2 2.5 7 

 
Effectiveness 

Å Status quo is characterised by a lack of transparency and a divergent approach in the 
treatment of common issues.  This potentially undermines competition.   

Å Option 1 would rely on a level of voluntary harmonisation not witnessed to date.  In 
our view it would do nothing to address the problem and scores 0. 

Å The provision in Option 2 would provide more safeguards to the market, so it is an 
improvement on the status quo.  

Å Option 3 is the best option against effectiveness.  It addresses the question of the 
optimal harmonised arrangements.  
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Cost allocation and reference price methodology (3/ 6) 
  Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Increased transparency 1.5 2.5 1.5 5.5 

3 Harmonised 
parameters 

2.5 2 2.5 7 

 
Feasibility and Acceptability 

ÅWe do not anticipate significant practical barriers to the implementation of any of the 
options, hence the feasibility scoring of each option is similar. 

Å Option 3 implies the greatest change, and may face greater barriers to 
implementation, this option scored lower than Options 1 and 2. The same rationale 
has been applied to the difference between Option 1 and 2. 

Å A majority of stakeholders support a greater level of harmonisation therefore we have 
scored Option 3 highest in respect of acceptability and no further action the lowest. 

Å Tariff FG provisions are aligned with Option 3 in this assessment.   
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Cost allocation and reference price methodology (4/6) 

Å Variant 3.a: Top-down approach ς ex-post assessment of the cost allocation and 
reference price methodologies 

A set of indicators would evaluate how the outputs of the methodologies perform in 
terms of non-discrimination and cost-reflectivity; tariffs would be required to satisfy 
specific thresholds and tariff adjustments would be triggered in the case of 
misalignment.   

Å Variant 3.b: Bottom up approach - harmonised description of allowed methodologies 

Harmonised description (parameters and tariff calculation) of a limited number of 
allowed methodologies.  Methodology choice required to satisfy selection criteria.   

Å Variant 3.c: fully deterministic approach 

 This variant mandates the application of a specific methodology by way of a fully 
 deterministic set of circumstances.  
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Cost allocation and reference price methodology (5/ 6) 
  

Option Effectiveness Feasibility Acceptability Total 

3a Top down 1.5 2 1.5 5.5 

3b Bottom up 2.5 2 2.5 7 

3c Fully deterministic 3 1 1 5 

 

Effectiveness 

Å The fully deterministic approach (Option 3c)  scores marginally higher than Option 3b 
as if it could be implemented it would ensure the correct approach. 

Å Option 3a would provide benefits: its assessment of the tariff outputs could provide 
corrective measures to instances of cross subsidy. 

Å Option 3b scores higher as it embeds cost reflectivity in the methodology rather than 
as an add-on.  
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Cost allocation and reference price methodology (6/ 6) 
  Option Effectiveness Feasibility Acceptability Total 

3a Top down 1.5 2 1.5 5.5 

3b Bottom up 2.5 2 2.5 7 

3c Fully deterministic 3 1 1 5 

 
Feasibility and Acceptability 

Å In the scoring of the fully deterministic set of circumstances (Variant 3.c) against the feasibility 
and acceptability criteria we considered:  in the first instance whether it is possible; in the second, 
whether an attempt to mandate it would be acceptable for stakeholders. 

Å Variants 3.a and 3.b are similar against feasibility.  Variant 3.a may appear less interventionist and 
therefore more feasible, but the extent of the adjustments which could be necessary to adapt to 
the requirements of the cost allocation test, could be difficult to administer.   

Å Variant 3.a. would not be as acceptable among many stakeholders as it does not go far enough in 
terms of the level of harmonisation.     

Å Tariff FG provisions are aligned with Option 3b in this assessment: limited choice of harmonised 
methodologies; justification against counterfactual, circumstances and cost allocation test.  
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Qualitative assessment of the cost allocation methodologies to be implemented 
following the entry into force of the Network Code on Tariffs 

Note: This is a NRA qualitative 
assessment of the cost allocation 
methodologies best fitting their network 
specificities following the entry into force 
of the Framework Guidelines. The values 
reflect, the anticipated impact of the 
implementation of the cost allocation 
methodologies of the FG on their current 
approach. (The lower the number, the 
lower the anticipated impact on the 
current approach: 1 ς little impact/ 5 ς
high impact.) 
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Revenue reconciliation mechanism (1/3) 
Å Option 1: no further EU action to address the issue (baseline scenario); 

 No new EU policies would be introduced. 

Å Option 2: transparency and harmonisation of the reconciliation principles; 

 provides a common approach to revenue reconciliation around the following principles: 

џ minimization of the gap between collected and allowed revenues; 
џ use of a ΨǊŜƎǳƭŀǘƻǊȅ ŀŎŎƻǳƴǘΩ in order to log any under/over recovery from year to 

year; 
џ for cross border points, the network share of any under/over recovery shall lead to 

an adjustment of the capacity price. 

Å Option 3: harmonisation of the reconciliation tool and its application (restrictions on the 
reconciliation tool in terms of magnitude and frequency). 

 Full harmonisation at the EU level of the followings: 

џ The frequency over which an under/over recovery is reconciled; and  

џ The percentages that would trigger reconciliation. 
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Revenue reconciliation options (2/ 3) 

 
  

Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Transparency and 
harmonisation of 
reconciliation 
approach 

2 2.5 2 6.5 

3 Harmonisation of 
reconciliation tool & 
its application 

3 2 1.5 6.5 

 
Effectiveness 
 
Å The approach to revenue reconciliation has implications for the stability, transparency and 

distribution of tariffs among network users, all of which may impact on competition.     
Å Option 1 would rely on a level of voluntary harmonisation not witnessed to date.  In our view it 

would do nothing to address the problem and scores 0. 
Å Option 2 could provide significant benefits as it would lead to a greater level of harmonisation 

within a set of parameters.  
Å Option 3 is the best option against effectiveness.  It addresses the question of the optimal 

harmonised arrangements and would offer network users full certainty on the frequency and the 
type of revenue reconciliation to be applied.   
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Revenue reconciliation options (3/ 3) 

 
  

Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Transparency and 
harmonisation of 
reconciliation 
approach 

2 2.5 2 6.5 

3 Harmonisation of 
reconciliation tool & 
its application 

3 2 1.5 6.5 

 Feasibility and acceptability 
 

Å Option 1 would require no further action therefore would not face barriers to implementation.   

Å Mandating a single harmonised approach (Option 3) may create compatibility problems for some 
MS depending on regulatory cycle.  Option 2 would provide more flexibility in this regard. 

Å A single approach to the reconciliation tool (Option 3) would be unpopular among some MS 
therefore we have rated it lower than Option 2 against acceptability. 

Å Option 1 scores lowest against acceptability as consultation responses reveal support for 
harmonisation options. 

Å The Tariff FG is aligned with Option 2 against this assessment.   
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Number of years over which the reconciliation of 
under/over recoveries is currently spread 

Amount of revenue subject to reconciliation, as a 
proportion of the total amount of allowed revenue, 

over the period 2010-2012 
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Reserve prices for capacity products of shorter duration and the application of 
multipliers, seasonal factors and pricing of interruptible services (1/3) 

ÅOption 1: no further EU action to address the issue (baseline scenario); 

 No new EU policies would be introduced. 

ÅOption 2: reserve price ranges for capacity products of shorter duration and 
principles for interruptible products; 

 Reduces the scope for divergent approaches at IPs, while allowing for some 
 flexibility within the proposed ranges and constraints. 

ÅOption 3: fully harmonised approach. 

 The same multipliers for capacity products of shorter duration would apply 
 across the EU with no flexibility to use ranges for the reserve prices.  
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Reserve prices for capacity products of shorter duration and the application of 
multipliers, seasonal factors and pricing of interruptible services (2/ 3) 

 
 
  

Option Effectiveness Feasibility Acceptability Total 

1 No further action 1 3 1 5 

2 Reserve price 
ranges 

3 3 2 8 

3 Fully harmonised 
approach 

2 2 1 5 

 

Effectiveness 

Å Option 1, would allow the level of diversity to endure or grow larger and thus scores low as 
an effective policy option. 

Å Option 2 scores higher than Option 1 against the effectiveness criteria, because it 
harmonises the default approach. 

Å Option 2 scores higher than Option 3, because it preserves an appropriate level of flexibility 
for NRAs to determine the precise level of multipliers necessary to balance the trade-offs. 

Å Option 2, in addition, simplifies short term price setting and improves transparency. 

Å Thus Option 2  scores high in terms of effectiveness. 
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Reserve prices for capacity products of shorter duration and the application of 
multipliers, seasonal factors and pricing of interruptible services (2/ 3) 

 
 
  

Option Effectiveness Feasibility Acceptability Total 

1 No further action 1 3 1 5 

2 Reserve price 
ranges 

3 3 2 8 

3 Fully harmonised 
approach 

2 2 1 5 

 
Feasibility and acceptability 

Å Option 3 would be the least feasible, as it would imply fixing the level of multiplier to be 
applied for each capacity product across the EU, and as a uniform approach could hardly 
balance the different needs and trade-offs of adjacent markets. 

Å We considered Option 2 to be the most acceptable, because it most closely aligns with the 
consultation results (offers a level of harmonisation, without mandating a specific 
multiplier). 

Å Tariff FG is aligned with Option 2 in this assessment. 
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Monthly multipliers in 2012 
 
Note: CZ is the only country for which the variation in multipliers does not result from 
seasonal factors. 
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Payable price (interconnection points) (1/3) 

Å Option 1: no further EU action to address the issue (baseline scenario); 

Å Option 2: harmonised parameters; 

 Harmonised parameters would be developed to keep payable price approaches aligned 
 and limited to a discrete set of alternatives.  

Å Option 3: fully harmonised approach to payable price, via 

Å Floating price (Variant 3.a) 

 A floating payable price is based on the reference price prevailing at the time of use. 

Å Fixed price (Variant 3.b) 

 A fixed payable price is based on the reference price of capacity at the time of the 
 booking.  
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Payable price (interconnection points) (2/3) 

Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Harmonised 
parameters 

1 2 2 5 

3.a Fully 
harmonised floating 
payable price 

3 3 2 8 

3.b Fully 
harmonised fixed 
payable price 

2 3 2 7 

 Effectiveness 

Å Payable price has important implications for risk sharing and the distribution of tariffs. 

Å Options 1 scores least well as it provides no parameters on the optimal approach.  Option 2 scores 
slightly better but it does not fully safeguard against divergent or hybrid approaches which could be 
detrimental to competition. 

Å Options 3a and 3b would provide a harmonised approach, however offering a fixed tariff insulates 
some users from revenue reconciliation which could lead to cross subsidies and could exacerbate 
revenue under recovery. 

Å Applying a floating commodity tariff in combination with a fixed capacity tariff could mitigate some of 
these risks, but this could also lead to cross subsidies to the extent that the commodity tariff is less 
cost reflective.  
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Payable price (interconnection points) (3/3) 

Option Effectiveness Feasibility Acceptability Total 

1 No further action 0 3 1 4 

2 Harmonised 
parameters 

1 2 2 5 

3.a Fully 
harmonised floating 
payable price 

3 3 2 8 

3.b Fully 
harmonised fixed 
payable price 

2 3 2 7 

 
Feasibility and acceptability 

Å We do see significant structural barriers to implementing any of the options, however 
Option 2 scores the least well as it may lead to difficult value judgments, where divergent 
approaches were preferred on either side of interconnection point. 

Å Divergent approaches at IPs may not be problematic providing the tariff dimension is 
consistent. 

Å We consider Option 1 to be least acceptable as there is general support for a level of 
harmonisation on this issue, albeit no clear mandate for one option over another. 

Å We are aware that Option 3.a has vocal opponents (e.g. producers), but we also note that 
Option 3.b would have opponents if it was prioritised, as the harmonised solution.  
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Mitigating measures ς spectrum of options (1/2) 

 

1. No mitigating measures: full implementation at all points by October 2017;  

 

2. Maintain the draft FG option: 25% threshold on tariff changes; 12 month max;  

 

3. Amend the draft FG option to expand mitigating measures parameters;  

 

4. Right to cancel contracts where NC introduces tariff changes; 

 

5. No harmonised parameters on mitigating measures: NRAs to apply mitigating 

measures as they determine fit for as long as deemed necessary.  
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Mitigating measures ς assessment of options (2/2) 

Å Responses to 2013 consultation confirmed support for mitigating measures 

Å Option 1 was discounted as it may provide insufficient notice of significant tariff changes. 

Å Option 5 was discounted because it only provides flexibility: firm deadlines are necessary 
to realise the benefits of the Tariff FG. 

Å Option 4 was not considered feasible: potential conflict with MS contract law and Tariff 
FG; further, the uncertainty could destabilise tariffs for other network users. 

Å Option 2 ς (12 month time limit) would provide two years over which to fully implement 
Tariff changes.  We considered a further year (to extend the glide path over 3 tariff 
setting periods) would be appropriate. 

Å PC responses argued 25% threshold for tariff changes too high: we reduced this to 20% 

Å Tariff FG is aligned with Option 3.  The criteria where mitigating measures may be applied 
is: 

Å Where the Tariff NC would affect execution of contracts; 

Å Where implementation would not align with the gas year, tariff or regulatory year. 

Å Where tariffs would increase by more than 20%      



  

Order of magnitude of the tariff adjustments in EU over the period 2007-2012 
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Justification document ï content  

ENTSOG Tariff SJWS 5 ï 9 April 2014  
 

Conclusion 
  

The following policies were included in the Framework Guidelines : 

Å Cost Allocation Methodologies: harmonised description of allowed methodologies, 
including limiting the number of methodologies to be used, and associated inputs. In 
addition, the methodology selection criteria include the obligation to justify the choice of 
methodology against circumstances criteria; the results of a cost allocation test; and a 
methodology counterfactual. 

Å Revenue Reconciliation: increased transparency and harmonisation of the tool used for 
revenue reconciliation (regulatory account) allowing a common approach to revenue 
reconciliation. 

Å Reserve prices for products of shorter duration: harmonised parameters limiting the 
possibility of inconsistent approaches at IPs. 

Å Payable price: fully harmonised approach to payable price, via floating price 



  

Justification document ï content  

ENTSOG Tariff SJWS 5 ï 9 April 2014  
 

Next stepsΧ  

ENTSOG is invited to work on further evidence and on deepening the analysis during the 
development of the Network Code.  

In particular, ENTSOG is invited to contribute to further elaborating the present justification 
document by: 

Å Improving the accuracy and comprehensiveness of figures provided in the document, 
particularly regarding tariff adjustments, comparison between domestic capacity and 
domestic revenue, and variable costs in the system; 

Å Further analysing the circumstances influencing the choice of a cost allocation 
methodology, with a view to the influence of inputs on the tariff variance (Theoretical 
section of Annex G); 

Å Enhancing countries case studies by improving the accuracy and comprehensiveness of 
technical inputs. 

ENSTOG and its members are invited to expand the current justification document with 
additional evidence, underpinning all the points where the Network Code developed by 
ENTSOG completes the policy options detailed in the Framework Guidelines. 



  

Justification document ï content  
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Annexes and other analysis provided by the Justification document 
Å Other analysis 
TARIFF ADJUSTMENTS FOR INCREMENTAL AND NEW CAPACITY 
 - Justification document (pages 57-59) 
Å Annexes: 
THEORETICAL CONSIDERATIONS 

- Annex F - Cost-plus versus Price (or Revenue) cap 
- Annex G - Theoretical analysis of the Impact of Cost allocation methodologies on tariff levels 
- Annex H - Impact of difference capacity/ commodity splits 
- Annex I - Cross-subsidies between domestic and transit users 
- Annex J - Storages 
- Annex K - Pricing of non-physical backhaul capacity and interruptible products 
- Annex L - Mitigating measures 
 

CASE STUDIES 
- Annex M - Case studies on the Cost Allocation Methodology (Hungary, Italy- in the text of the 
Justification document (pages 38-39); Austria, France, The Netherlands, United Kingdom in the 
Annex),  
- Annex N ς Germany - Application of a single Entry/Exit split and a single cost allocation 
methodology per Entry/Exit zone 



Development of the TAR NC: 
5th Stakeholder Joint Working Session 

Process and Draft TAR NC 

TAR SJWS 5 ς the 9th of April 2014 

Ann-Marie Colbert 

ENTSOG 
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Agenda 

Process Update & Next 
Steps 

Structure of the Draft 
TAR NC 

Linking Tariff Policy 
Options 

Important Dates to 
Remember 



Process Update and 
Next Steps 

TAR SJWS 5 ς the 9th of April 2014 
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V  Just over a quarter of the way through the TAR NC 

project 
ÅLaunch Documentation 

Å Published on the 22nd of Jan 

ÅKick Off Meeting 

Å Held on the 15th of Jan 

Å5 SJWSs (including today) 

Å 11th & 27th Feb, 14th & 26th Mar and 9th Apr 

Å5 Prime Mover Meetings 

Å 4th & 18th Feb, 6th, 17th & 31th Mar 

ÅBilateral and trilateral telcos/meetings with ACER and the 
Commission  

What has been done so far? 

27% 
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ÅSJWS 1 

Å !/9wΩǎ Lƴƛǘƛŀƭ Impact Assessment 

Å Cost Allocation Tasks ς Technical Aspects 

Å Interruptible Capacity and Non-physical backhaul capacity 

Å CAM Related Topics ς VIPs, Bundles Capacity & Payable Price 

 

ÅSJWS 2 

Å Multipliers and Seasonal Factors 

Å Cost Allocation Tasks ς Methodologies, Adjustments & Test 

Å Implementation and Mitigating Measures 

Å Transparency 

Å Tariff Setting Year Impact Assessment 

Topics Covered in TAR NC SJWSs 1 & 2 
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ÅSJWS 3 

Å Revenue Reconciliation 

Å Storage 

Å Virtual Interconnection Points 

Å Cost Allocation ς Business Rules Part 1 

Å Interruptible Capacity and Non-physical backhaul capacity ς 
Business Rules 
 

Å  SJWS 4 

Å Multipliers and Seasonal Factors ς Business Rules 

Å Cost Allocation ς Business Rules Part 2  

Å Asset Allocation Approach Presentation by Net4Gas 

Å CAM Related Topics ς Business Rules 

Å General Provisions ς Business Rules 

Å Transparency ς Business Rules 

 

 

Topics Covered in TAR NC SJWSs 3 & 4  
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Open and Accessible 
Å Invitations for workshops/SJWSs have gone to a broad distribution list 
Å Meetings held in Brussels or alternatively can access the meeting 

remotely via a webcast with the possibility to contribute questions 
 

Preparation and Transparency 
Å Materials for the meeting provided a few days before the meetings to 

allow participants to prepare 
Å All presentations available on the website the day after the meeting 

and minutes provided a number of days later 
 

Project Plan 
Å Followed the schedule of topics set out in the final project plan with 

some tweaks 
Å YŜŜǇƛƴƎ ǘƻ ǘƘŜ ǘƛƳŜƭƛƴŜ ŀƴŘ ƳŜŜǘƛƴƎ ŘŜŀŘƭƛƴŜǎ ǎƻ ŦŀǊΧ  
 

Feedback on improving the process is always welcome!  
 
 

The Process So Far 

Excellent participation and contribution from stakeholders 
attending the SJWSs in person and via webcast 
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ÅUnderstanding different aspects of the TAR FG and how it 
all fits together 
 

ÅWorking within a tight timeline ς a lot to cover in 12 
months 
 

Å¦ƴŘŜǊǎǘŀƴŘƛƴƎ ǎǘŀƪŜƘƻƭŘŜǊǎΩ Ǉƻǎƛǘƛƻƴǎ 
 

ÅTrying to encourage productive discussion and an open 
exchange of views 
 

ÅCreate a coherent and workable network code for the 
Internal Energy Market 
 

Challenges 
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üConsider feedback from Stakeholder Joint Working 
Sessions 
 

üDevelop legal text for the first draft of the TAR NC and a 
supporting document with members 
 

üRefine the legal text of the draft of the TAR NC and the 
supporting document with members 
 

üApprove the draft TAR NC and supporting document via 
9b¢{hDΩǎ ƛƴǘŜǊƴŀƭ ƎƻǾŜǊƴŀƴŎŜ ǇǊƻŎŜǎǎ 
 

üPublish draft TAR NC and supporting document for 
consultation 
 
 
 

What Happens Next? 
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ÇENTSOG welcomes written feedback from 
stakeholders  
 

ÇPublic Consultation on the draft TAR NC will take 
place from the end of May to the end of July 
Ç Two months for stakeholders to consider the draft TAR NC and 

respond to the consultation 

Ç May 30th to July 30th  

Ç Consultation questionnaire 

Ç Possibility to provide text proposals 

 

ÇNext Workshop: 
 
 
 
 
 
  

Stakeholder Involvement Post SJWSs 



Structure of the Draft TAR NC 

TAR SJWS 5 ς the 9th of April 2014 
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Structure of the Draft TAR NC 

TAR FG 

Business 
Rules 

Draft 
TAR NC 

TAR FG Ÿ TAR Business Rules 

 

Close alignment to the structure of the TAR 

FG but some changes were made. 

 

TAR Business Rules Ÿ Draft TAR NC 

 

Close alignment to the structure of the TAR 

Business Rules but additional changes will 

be made to improve structure. 
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Structure of the Draft TAR NC 

Recitals  

General Provisions Chapter 1 
ωSubject matter 

ωScope 

ωDefinitions 

Cost Allocation Methodologies Chapter 2 
ωLink to transmission revenue 

ωInputs 

ωEntry/exit split 

ωSelection and approval process/criteria 

ωCost allocation methodologies 

ωSecondary Adjustments 

ωCost allocation test  

ωStorage 
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Structure of the Draft TAR NC 

Publication Requirements Chapter 3 
ωAims of information publication 

ωWhat to publish  

ωHow to publish 

ωPublication of information for multiple TSOs 

ωTariff setting year 

ωPublication notice period 

Reserve Prices Chapter 4 
ωFirm standard capacity product pricing (multipliers and seasonal factors) 

ωInterruptible capacity pricing (uni- and bi-directional interruptible capacity) 

 Revenue Reconciliation Chapter 5 
ωAims of revenue reconciliation 

ωUnder/over revenue recovery 

ωRegulatory account 

ωReconciliation of the regulatory account 
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TAR FG versus Draft TAR NC 

CAM Related Topics Chapter 6 
ωVIP pricing 

ωBundles capacity pricing 

ωPayable Price 

Incremental and New Capacity Chapter 7 
ωPublication requirements 

ωEconomic test 

ωDetermination of the price 

Final and Transitional Provisions Chapter 8 
ωMitigating Measures 

ωEntry into force  



Linking Tariff Policy Options 

TAR SJWS 5 ς the 9th of April 2014 
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Understanding how the different chapters of 
ǘƘŜ ¢!w b/ Ŧƛǘ ǘƻƎŜǘƘŜǊΧ 
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How rules currently fit together in some 
systems 

Floating and 

Fixed Tariffs 

offered 

Variable top-up 

charge applied 

Broad range of 

multipliers 

applied 

Market based 

investment 

mechanisms 
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How rules currently fit together in some 
systems 

Floating Tariffs 

only offered 

No variable top-

up charge 

No multipliers 

applied 

Non-market 

based investment 

mechanisms 
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²Ƙŀǘ ƛŦ ǘƘŜ ǊǳƭŜǎ ŘƻƴΩǘ Ŧƛǘ ǘƻƎŜǘƘŜǊΚ 

Offer of  

Floating  

Tariffs only Cap on the 

range of 

multipliers 

applied 

Impact on 

investments 

and the 

application 

of the 

economic 

test 

Variable  

top-up charge 

only for non-

CAM points 



Important Dates 

TAR SJWS 5 ς the 9th of April 2014 
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Draft TAR NC and supporting document are 
published and the consultation starts 
 
 
Consultation Workshop to discuss the draft 
TAR NC and get initial feedback from 
stakeholders 
 
 
Deadline for responses to the draft TAR NC 
consultation which will then be analysed 
 
  

Important Dates to Remember 



Thank You 

TAR SJWS 5 ς the 9th of April 2014 



STAKEHOLDER VIEWS 

TAR SJWS 5 ς the 9th of April 2014 



Colin Lyle 

EFET Gas Committee 

SJWS 5 - Brussels 

9th April 2014 

European Federation of Energy 
Traders 

75 Brussels, 9th April 2014 

EU Tariff Network Code  

 

Development of the first draft 

Colin Lyle 

 
 
 



76 Brussels, 9th April 2014 Colin Lyle 

EFET Membership ... 

A wide variety of members, with different priorities  


