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1 Scope and objective
The Gas Regulation
, sets out conditions for access to natural gas transmission networks and includes an Article on tariffs for access to transmission networks
. Tariffs and their underlying tariff methodologies have to be developed in accordance with the Gas Regulation. The guiding principle is the need for tariffs to be cost-based and to avoid cross-subsidisation and distortions to cross-border trade
.

The Gas Regulation calls for convergence of tariff structures and charging principles where tariffs for access to transmission networks may contribute to restrict market liquidity or distort trade across borders of different transmission systems
.
Article 3(2) also makes an explicit reference to trade across borders that must not be distorted. Therefore, the tariffs (methodologies) used for network systems in different Member States (MS) /Transmission System Operator (TSO) systems must take account of the need for harmonisation. While national TSOs are likely to fall under the same regime with respect to tariffs, there is a specific need to address this issue in the context of cross-border trade, where differences in tariff structures may occur. Where differences in tariff structures would hamper trade across transmission systems, regulators would have a duty to actively pursue convergence of tariff structures in the approval of tariff methodologies. 

One way to achieve progress in the harmonisation of the tariff methodologies is for National Regulatory Authorities (NRA) to agree on a common set of principles for calculating transmission tariffs. In addition, it is possible that more detailed legal requirements would be needed to ease this approach. 
The purpose of the ERGEG principles on calculating tariffs for access to transmission networks is to provide more detailed guidance to both TSOs and the relevant NRAs on the design of transmission tariffs.
The current principles build on the results of the public consultation on the 2006 ERGEG report on “Transmission Pricing (for Transit) and how it interacts with Entry-Exit Systems”
 which recommends developing guidelines for calculating transmission tariffs. The responses received highlight that differences in regulatory treatment may result in market distortions and create restrictions to investment. The report also builds on the Tariff Guidelines report to the Madrid forum of 28 August 2003
, which concluded that criteria needs to be developed to ensure that tariff methodologies provide for cost-reflective tariffs and are as comparable as possible across TSOs.
Where transit services differ from national transmission services, these differences should be based on cost differences and not simply by virtue of gas crossing from border to border
. NRAs shall ensure that differentiated tariffs do not lead to cross-subsidisation between network users.
In order to ensure transparent, objective and non-discriminatory tariffs and facilitate efficient utilisation of the gas network, TSOs or relevant NRAs should publish sufficiently detailed information on tariff derivation and tariff structure in both their national language and in English, at the same time.

2 General principles for calculating transmission tariffs
The cost base of tariffs shall include actual costs incurred insofar as such costs correspond to those of an efficient and structurally comparable network operator. Basically, the cost base of transmission tariffs consists of depreciation, cost of capital and operating costs.
Costs = CAPEX + OPEX

CAPEX = Depr + RAB x WACC
CAPEX
Capital expenditures

OPEX
Operating expenditures

Depr
Depreciation

RAB
Regulatory asset base

WACC
Weighted average cost of capital

Cost-based tariffs can be considered non-discriminatory in that they are applied equally to comparable network users and do not provide for cross-subsidisation between them.
The Regulation requires tariffs to reflect actual costs incurred, insofar as such costs correspond to those of an efficient and structurally comparable network operator. Only those costs that an efficient and structurally comparable network operator would incur must be taken into account. Costs incurred by inefficient operations or those not related to network operations would not qualify for inclusion in the establishment of tariffs.         
3 Cost principles
Cost-based tarification provides a transparent and straightforward approach. The cost base shall be made up of all costs, including the costs incurred for the system operation, such as: combustion (fuel) gas, linepack management, maintenance, upgrading and expansion, administration and capacity marketing. The return on capital employed must be reasonable in international terms, and must adequately reflect the risk borne by the system operator.

3.1 Asset base
In principle there are numerous methods to define the Regulatory Asset Base (RAB). For regulatory purposes the cost orientated approach is preferred. The cost orientated approach again can be classified in historical cost, indexed historical cost and replacement cost. The basis for the calculation of transportation tariffs are the existing pipeline systems with all linked installations and technical equipment.

The different approaches have advantages and disadvantages. The major advantage of using a historical cost approach to value specialised assets is that it relies on reasonably objective data that can be audited by independent parties and is, therefore, relatively robust to manipulation. The information requirements for historic cost valuations are relatively low once a base valuation has been established, since the valuation at the close of any period is simply the opening valuation less depreciation plus asset additions less disposals during the period. However, this does not disqualify replacement cost or indexed historical costs methodologies.

When using a replacement cost approach, already depreciated assets must be re-valuated by taking into account the age of the infrastructure (depreciated replacement costs). Users of the infrastructure paying for an investment more than once over its lifetime should be avoided. 
When applying one of the approaches described above, NRAs shall assure that the chosen approach is linked with an appropriate risk-free rate in order to take into account inflation. Specifically, the historical cost approach requires a nominal risk-free rate, whereas the replacement cost approach requires a real risk-free rate (see also Section 3.5.1).
3.2 Depreciation
It is recommended to calculate depreciation based on the expected economic lifetime of the asset. A lifetime of 50 years for pipe-relevant assets and a lifetime of 30 years for all non-pipe-relevant assets are common
, but in individual cases there may be reasons to use different asset lifetimes, e.g. national Generally Accepted Accounting Principles (GAAP). 

A depreciation schedule shall be used which best reflects economic reality and is designed to keep tariffs constant in real terms over the life of the system.
 
 
3.3 Operating costs

Operating costs are the day-to-day costs of running and maintaining an infrastructure. These include efficiently incurred costs used for operation and maintenance of a pipeline system, labour costs, overhead/administrative costs, costs for marketing capacity, and fuel gas.
In case the tariff methodology contains an escalation of Operating Expenditure (OPEX), there shall be no additional escalation of the tariffs. Otherwise this will lead to a cost increasing automatically which is not appropriate in consideration of individual improvement in efficiency. The escalation of OPEX does not encourage TSOs to behave in an efficient manner. So it is recommended when using an escalation of OPEX to include an improvement incentive such as Retail Price Index minus an efficiency factor, X (RPI-X).
3.4 Fuel gas

 The methodology for calculating tariffs for fuel gas shall be made public by TSOs. NRAs shall ensure that effective mechanisms are in place requiring TSOs to procure fuel gas efficiently. This could be achieved by ensuring that TSOs buy the fuel gas in the market using a transparent tendering procedure. Where the NRA has the power to approve the tariff based on an assessment of the underlying costs (incl. fuel gas costs), fuel gas shall be included in the tariff. 
3.5 Cost of capital

The cost of capital is the rate of return required by an investor (regulated company). From the NRA’s point of view, it represents the maximum return on capital that an investor (regulated company) must expect to earn on its investment. It is recommended that the cost of capital for the transmission is estimated using a Weighted Average Cost of Capital (WACC). The WACC takes into account the relative weights of two main finance sources – debt and equity.

A survey among the European Gas Regulators on the parameters used to calculate the cost of capital for gas transmission networks delivered the following findings
 (see Annex I for details):
· Nominal risk-free rate:
2,87% - 5,02%

· Dept risk premium:

0,41% - 2,50%

· Equity risk premium

3,15% - 6,19%

· Asset beta


0,25 - 0,66
· Gearing


20,0% - 63,0%

· Tax rate


16,0% - 30,0%. 
The highest and lowest numbers were eliminated. These figures should only convey an overview about the spread within the different parameters, and not recommend a specific WACC. The reasons therefore are that the figures are subject to diverse time periods, represent various economic conditions (e.g. risk-free rate, equity risk premium) and are related to different RABs.
3.5.1 Risk-free rate
Since financial markets consider conventional government bonds of a particular MS at the prevailing risk-free rate, conventional long-term government bonds (e.g. from 5 to 10 years) shall be taken as the risk free base rate. Their duration may vary but should take account of the regulatory period in place. 
There are two different methods to assess the risk-free rate, the appointed date based approach and the historical average approach. Both methods are regulatory arguable and its up to the NRA which approach will be used. The appointed date based yield takes into account the expectations of the market about future interest rates, respectively inflation, more precisely whereas the historical average approach attempts to provide future estimates which are derived from time series of past interest rates.
This approach will take into account the possibilities for gradually refinancing the financing portfolio of TSOs.

When applying replacement costs or indexed historical costs to assess the capital base, NRAs shall assure that for the historical cost approach, a nominal risk-free rate is used and for the replacement cost or indexed historical cost approach, a real risk-free rate is used.
3.5.2 Debt Risk Premium

In order to hold corporate debt rather than government debt, additional return is required by the providers of debt finance. This additional return can be estimated as a premium over the risk free rate. Usually the credit rating of a corporation is regarded as a sufficient indicator of the credit quality at a given maturity. The debt risk premium should be compatible with the gearing (the proportion of debt to debt plus equity) assumption.
In case that the credit rating is not available the synthetic rating estimation should be calculated. 
3.5.3 Cost of equity
3.5.3.1 Equity risk premium

For defining the cost of equity a risk premium is added to the risk free rate. The risk premium is determined by the company specific risk-trends. The preferred model of deriving the equity risk premium is the Capital Asset Pricing Model (CAPM), however NRAs may also evaluate the appropriate equity risk premium by using different methods. The risk premium shall be estimated by evaluating the specific risk of a TSO by taking account of the circumstances of the particular MS.
3.5.3.2 Asset beta

When applying the CAPM, NRAs need to assess the risk of a TSO relative to the market (known as the beta value). In case the company is not listed on a Stock Exchange, or its own market value is not known, beta values shall be estimated by evaluating the specific risk-trends of a TSO by taking account of the measured beta’s of a group of similar regulated listed companies. According to the CAPM, only the market risk should be incorporated into the WACC. Company-specific risk is seen as diversifiable.
The reference group is comprised of companies whose activities correspond as far as possible to the regulated activities of the TSOs. The regulatory system applicable to the selected companies should be taken into account. An assessment should also be made to ascertain whether the shares of the companies, which were selected for the reference group, are reasonably tradable (liquid).

3.5.4 Gearing 

In order to calculate the WACC, an assumption about gearing is necessary. An adequate level of gearing improves financial efficiency and protects the interests of consumers. 
It is recommended that NRAs provide for an efficient range for TSOs gearing in order to allow them to have access to a wide range of funds at appropriate cost. TSOs shall maintain investment grade credit ratings which enable this access. 

3.5.5 Adjusting for taxation

Corporate taxes vary from one MS to another. As interest payments are allowable against corporation tax, the cost of equity finance has to be adjusted upwards by a tax wedge to take account of corporation tax payments.
4 Tariff principles
The tariff system shall be set up to be transparent and non-discriminatory. Transmission tariffs shall be calculated by allocating the costs by the capacities to be utilised, and/or by the energy to be carried.
4.1 Entry-Exit Tariffs

The entry-exit tariff system is considered to be the most beneficial to the development of competition in the gas market of the commonly applied tariff systems. Furthermore, entry-exit tariffs allow for the appropriate consideration of the following two components: a scarcity charge in case of physical congestion and an additional charge to ensure full recovery of fixed costs. The scarcity charge can be set based on a market-clearing mechanism such as an auction, or on marginal cost calculations.

4.2 Capacity Utilisation

The capacity utilisation shall be determined in terms of contractually committed capacity based on valid transportation contracts as well as projections for future capacity requirements assessed by the NRA or one which has already been committed, for example, under a public and transparent procedure to evaluate market demand, e.g. open season procedure
.
4.3 Backhaul Flows

In any case, backhaul flows shall be defined by reference to the direction of the predominant physical flows in a network. Backhaul flows are subject to interruptions in case the flow in the main direction does not occur. The risk of interruption must be sufficiently reflected in the tariff, in this case.  
4.4 Short term capacity

For short-term services, which TSOs are obliged to offer according to Regulation (EC) 1775/2005
, cost-reflective tariffs shall be applied. These tariffs may be higher than tariffs for long-term transportation services due to higher risk of short-term contracts, but must not distort short-term trading activities, e.g. at hubs.
4.5 Transportation on interruptible basis

The cases of interruption should be clearly defined by TSOs. The probability of interruption must be sufficiently reflected in the tariff. Shippers must be put in the position to assess the likelihood of interruption. For this purpose, TSOs shall publish actual historical flows for each relevant point for the past 3 years
 as well as a list of actual interruptions. 
4.6 Imbalance charges
TSOs’ balancing costs shall be efficiently incurred and should be charged back to network users on a non-discriminatory basis. There should also be accurate targeting of appropriate balancing and operation costs to those participants that caused them to be incurred. Any costs that cannot be targeted should be allocated back to all network users in a non-discriminatory manner 
.
TSOs shall, for each of the interconnection points of their system linking it to another TSO system, establish an Operational Balancing Accounts (OBAs) in close cooperation with the respective adjacent TSO. Close cooperation, especially concerning operational flow control, shall ensure that in the case of changes or interruptions of gas flows, or flows below the minimum capacity, or steering differences, the quantities of gas properly nominated by shippers and confirmed by the TSO, can be allocated to the shipper without interruptions or reductions. This way, the responsibility of operational balancing of the system is with the TSOs. Shippers should benefit from lower or no imbalance charges in these cases. The European Association for the Streamlining of Energy Exchange (EASEE-Gas) has established a Common Business Practice (CBP) on interconnection agreements which also gives guidance to TSOs on establishing OBAs
.
NRAs shall pursue convergence of the balancing regimes in order to provide for sufficient liquidity on the balancing market.

4.7 Use of auction revenues and overrun fees
Revenues deriving from auctions, overrun fees and other revenues not part of the original Third Party Access (TPA) service shall be checked by the NRA at the end of a period that can be determined by the NRA and shall be redistributed, net of any extraordinary maintenance cost, directly to all concerned users, or with a decrease of the relevant transportation tariff.
5 Incentives for new infrastructure

One of the goals of Regulation 1775/2005 is to provide appropriate incentives to construct new infrastructure. There are numerous existing methods, which are already applied by NRAs
. When considering the introduction of specific incentives, the costs and benefits of doing so should be carefully assessed. A recommendation for a specific approach is not appropriate, because the application of a specific method depends on the legal framework and the chosen type of regulation in a MS. For example, NRAs can implement the following incentives:
· A higher rate of return (i.e. WACC) for new investments for a specified period of time: The cost of capital is a key element in the determination of transmission tariffs. The cost of capital has a significant influence on a TSO’s willingness to invest in new gas transmission infrastructure. The incentive has to be used in a restrictive way and its amount has to be linked to the strategic importance of the investment for system expansion;
· A shorter depreciation schedule: This would allow a TSO to earn an investment within a shorter period of time; and
· Long-term commitments to a certain tariff methodology: This would allow a TSO to secure the necessary financing of an infrastructure project by providing security to financial institutions that the tariff methodology will remain unchanged over a specified period of time.
All these approaches have advantages in fostering investments and closing the money gap but may entail disadvantages such as windfall profits for TSOs or administrative costs. It will be up to the NRAs to decide on a case by case basis which special treatment is justified in a specific situation.
6 Criteria to assess effective pipe-to-pipe competition

Tariffs have to be cost-based and shall not allow for inappropriate revenues (so-called monopoly profits). Having two infrastructures in place does not mean per se that they are in competition (for instance, operators may agree between themselves, shippers may not have a real and full choice). Benchmarking of tariffs might also be an acceptable approach of tariff setting if and where effective pipeline-to-pipeline competition exists. In this respect, Regulation 1775/2005 recognises that, if effective competition between TSOs exists, tariffs will always reflect incurred costs, making a cost-based tariff setting regime unnecessary. 
In order to assess whether effective pipe-to-pipe competition exists, NRAs shall assess whether the relevant pipelines can be considered a relevant market, e.g. by executing the so-called Small but Significant Non-transitory Increase in Price (SSNIP) test. If relevant pipelines are not within the same market, they are not in competition with each other. Having two pipelines in the same market is a necessary but not sufficient condition for effective pipe-to-pipe competition. When assessing the degree of competition between pipelines, the standard assessment tools of European competition authorities in merger or cartel investigations should be used, (at least) taking into account the following criteria:
· If there exists competitive behaviour among (possibly) competing system operators;
· If there exists real transportation alternatives for the network users between (possibly) competing system operators, assuring a real choice exists;
· If there exists practical experiences of network users concerning transportation alternatives and competitive behaviour of system operators (assessment to be conducted); 

· If there exist sufficient interdependency between (possibly) competing system operators; 
· If there exists an appropriately low level of concentration of system operators in the relevant market;
· If there exists sufficient available capacity for network users in order to have a real choice between (possibly) competing system operators. This should be done together with the analysis of an upstream market; and

· IF the (possibly) competing system operators did not enter into formal or informal agreements concerning common (non competitive) network operation.

In the event that a benchmarking of tariffs is applied, the tariffs emerging shall not significantly deviate from those that would accrue from a pure cost-based approach. The benchmarking therefore serves as a plausibility check for the cost based approach.

7 Responding to the document

The Gas Regulation sets out conditions for access to natural gas transmission networks and includes an Article on tariffs for access to transmission networks. Tariffs and their underlying tariff methodologies have to be developed in accordance with the Gas Regulation. The guiding principle is the need for tariffs to be cost-based, to avoid cross-subsidization and distortions to cross-border trade.
The Gas Regulation calls for convergence of tariff structures and charging principles where tariffs for access to transmission networks may contribute to restrict market liquidity or distort trade across borders of different transmission systems.
Article 3(2) also makes an explicit reference to trade across borders that must not be distorted. Therefore, the tariff (methodologies) used for network systems in different Member States/TSO systems must take account of the need for harmonisation. While national TSOs are likely to fall under the same regime with respect to tariffs, there is a specific need to address this issue in the context of cross-border trade, where differences in tariff structures may occur. Where differences in tariff structures would hamper trade across transmission systems, Regulators would have a duty to actively pursue convergence of tariff structures in their competence to approve tariff methodologies. 
One way to achieve progress in the harmonisation of the tariff methodologies is for National Regulatory Authorities (NRA) to agree on a common set of principles for calculating transmission tariffs. In addition more detailed legal requirements could be needed to ease this approach. 
The purpose of the ERGEG principles on calculating tariffs for access to transmission networks is to provide more detailed guidance to both Transmission System Operators (TSOs) and the relevant NRA on the design of transmission tariffs. 
ERGEG invites all interested parties to comment on the issues raised in this paper – and in particular those questions highlighted below. Any comments should be received by 18 January 2008 and should be sent by email to gastariffs@ergeg.org. 
Following the end of the public consultation period, ERGEG will publish all comments received from stakeholders. Any respondents wishing ERGEG to treat its contribution as confidential should clearly state this in their reply and endeavour to give any confidential material in annexes that can be separated from publishable non-confidential material. 

Any questions relating to this document should in first instance be directed to: 
Mrs. Fay Geitona

Tel: +32 2 788 73 30

Fax: +32 2 788 73 50

Email: fay.geitona@ceer-eu.org

Questions for stakeholders:

· Do you consider the described cost and tariff principles appropriate to achieve convergence of tariff structures and charging principles where tariffs for access to transmission networks may contribute to restrict market liquidity or distort trade across borders of different transmission systems.
· Are there different or additional cost and tariff principles currently in place? If yes, please outline which.
· Are the described incentives for new infrastructure appropriate? Are there additional possible concepts?

ANNEX 1
	Results of a request circulated among European Gas Regulators by E-Control on 26 July 2006
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	transmission systems
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Country
	Belgium
	Czech Republic
	Denmark
	Finland
	France
	Hungary
	Ireland
	Italy
	The Netherlands
	Poland
	Romania
	Slovak Republic
	Sweden
	UK

	Regulator
	CREG
	ERU
	DERA
	EMV
	CRE
	HEO
	CER
	AEEG
	DTe
	ERU
	ANRGN
	URSO
	STEM
	OFGEM

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Nominal risk-free rate
	4,13%
	4,18%
	4,30%
	2,87%
	0,00%
	3,87%
	4,50%
	4,26%
	4,25%
	5,02%
	12,60%
	3,63%
	4,60%
	2,75%

	Dept premium
	0,70%
	0,50%
	0,50-1,25%
	0,60%
	0,00%
	0,50%
	1,40%
	0,41%
	0,80%
	2,50%
	4,77%
	0,00%
	0,55%
	1,90%

	Cost of Debt
	4,83%
	4,68%
	4,80-5,55%
	3,47%
	0,00%
	4,37%
	5,90%
	4,67%
	5,05%
	7,52%
	17,37%
	3,63%
	5,15%
	4,65%

	Equity risk premium
	3,50%
	6,32%
	1,22-3,15%
	5,00%
	0,00%
	4,50%
	5,00%
	4,00%
	5,00%
	5,00%
	4,43%
	6,19%
	4,25%
	3,50%

	Asset beta
	not applicable
	0,35
	0,3-0,5
	0,30
	0,00
	0,49
	0,40
	0,38
	0,25
	not applicable
	0,66
	0,68
	0,13
	0,00

	Equity beta
	1,00
	0,42
	0,4-0,7
	0,36
	0,00
	0,90
	0,83
	0,56
	0,51
	1,68
	1,00
	0,68
	0,68
	1,00

	Cost of Equity
	7,63%
	6,81%
	5,42-10,64%
	7,65%
	0,00%
	7,93%
	8,64%
	6,49%
	6,81%
	13,42%
	17,03%
	7,84%
	7,49%
	6,25%

	Gearing
	67%
	20%
	28,00%
	20%
	0%
	50%
	55%
	41%
	60%
	0%
	25%
	0%
	46%
	63%

	Tax rate
	34%
	24%
	25-30%
	26%
	0%
	16%
	13%
	40%
	30%
	19%
	25%
	19%
	28%
	30%

	Nominal pre-tax WACC
	7,05%
	8,11%
	6,55-9,23%
	8,96%
	7,25%
	6,90%
	7,69%
	6,70%
	6,92%
	16,57%
	21,37%
	9,68%
	7,99%
	6,25%


	Country
	Belgium
	Czech Republic
	Denmark
	Finland
	France
	Hungary
	Ireland
	Italy
	The Netherlands
	Poland
	Romania
	Slovak Republic
	Sweden
	UK

	Regulator
	CREG
	ERU
	DERA
	EMV
	CRE
	HEO
	CER
	AEEG
	DTe
	ERU
	ANRGN
	URSO
	STEM
	OFGEM

	Asset Base
	fixed assets valued as a "current" economic reconstruction value + working capital
	fixed assets
	Total capital = equity + debt
	network assets (net present value) + other assets (book value) - financial assets
	operational (commissioned) fixed assets
	revaluated net value of the tangible and intangible assets of the licensee (indexed from the year 2004 with the yearly average investment price index)
	 
	fixed assets + work in progress + 1% addition to RAB (regulatory asset base) as a fixed amount for working capital
	 
	The formula to calculate the value of regulated asset base is as follows: asset base (AB) = AB 2005 + ((I netto 2005 +I netto 2006)/2). The regulated asset base for transmission company amounts to 537 004 000 PLN. 
	fixed assets + working capital
	operating assets
	 
	values based on a 2001 assessment











� Regulation (EC) No 1775/2005 of the European Parliament and the Council of 28 September 2005 on conditions for access to the natural gas transmission networks, which came into force on 1 July 2006. Herein referred to as the Gas Regulation. 


� Article 3 of the Gas Regulation (EC) No 1775/2005.


� See also Commission staff working document on tariffs for access to the natural gas transmission networks regulated under Article 3 of Regulation 1775/2005, April 2007. SEC(2007) 535.





� Article 3 (2) of the Gas Regulation (EC) No 1775/2005.


� cf. Report on Transmission Pricing (for Transit) and how it interacts with Entry-Exit Systems [E06-GFG-18-03], 28 June 2006. 


� cf. CEER Tariff guidelines, Report to the Madrid Forum, 28 August 2003. http://www.ceer.eu/portal/page/portal/CEER_HOME/CEER/WORKING_GROUPS/GAS/ARCHIVE/JOINT_WORKING_GROUP_GAS/JULY03/CEER_TARIFF%20GUIDELINES_JWG_030715.DOC





� cf. CEER Tariff guidelines, Report to the Madrid Forum, 28 August 2003


�  Survey on “useful economic life” conducted by E-Control among European NRAs in April 2006. Findings of this survey showed that 18 out of 22 NRAs which answered to the survey use an economic life for transmission pipelines between 40 and 60 years. 


� cf. CEER Tariff guidelines, Report to the Madrid Forum, 28 August 2003. See footnote 6.


� The Brattle Group, “The Impact Of Entry-Exit System On Cross-Border Flows”, July 2003.





� 	 Survey on “parameters used to calculate the capital costs for gas transmission systems” conducted by E-Control on 26 July 2006. See Annex 1 herein.  


� This depends on the methodology used by NRAs when costs are included in the cost base. 


�  Cf. Article 4 of Regulation (EC) 1775/2005 of the European Parliament and of the Council of 28 September 2005 on conditions for access to the natural gas transmission networks.


�  Cf. Transparency requirements for electricity and gas - a coordinated approach (C07-SER-13-06-6-PD), 5 June 2007.


� Cf. ERGEG Guidelines for Good Practice on Gas Balancing (GGPGB) (Ref: E06-GFG-17-04)


�  Cf. http://www.easee-gas.org/common%2Dbusiness%2Dpractices/approved%2DCBPs/


� Before considering whether an exemption under Article 22 is justified, the NRA shall assess the possibility of allowing a special treatment for a new infrastructure project, cf. the Commission's explanatory note on exemptions from certain provisions of the third party access regime of 30 January 2004, p3, http://ec.europa.eu/energy/electricity/legislation/doc/notes_for_implementation_2004/exemptions_tpa_en.pdf
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