[image: image2.png]gasNatural





[image: image3.png]A






[image: image4.emf]0%

25%

50%

75%

100%

125%

150%

175%

200%

Germany France Italy United

Kingdom

Iberian

Peninsula

UE Interconnection Capacity / Demand



GAS NATURAL COMMENTS TO ERGEG PUBLIC CONSULTATION REPORT: PRINCIPLES ON CALCULATING TARIFFS FOR ACCESS TO GAS TRANSMISSION NETWORKS
GAS NATURAL SDG, as users of the transmission network, has a big interest in gas transmission tariffs, for this reason we welcome this ERGEG consultation report and thank ERGEG for having the opportunity to give some comments.

1 GENERAL COMMENTS
The integration of national markets requires, firstly, that sufficient interconnection capacity is built and, secondly, that no regulatory barriers exist. In this context, tariffs for access to the gas transmission networks play an important role.
We fully agree with the goal of the public consultation: … “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”. However we consider that the document does not analyze enough the different issues to deal with this purpose.
Referring to another paragraph from the public consultation: …” that criteria needs to be developed to ensure that tariff methodologies provide for cost-reflective tariffs and are as comparable as possible across TSOs” … We miss a deeper study of criteria for tariffs methodologies in order to ensure they reflect costs and could be comparable across the TSOs
We would like to ask ERGEG to extend this study and analyse with more detail other topics like, for example:

1. The allocation of costs when calculating entry-exit tariffs as it has a big impact for shippers and could, in some cases, distort cross-border trade.
2. Cross subsidies between tariffs of different services (ie, between transport and regasification) as they are not reflecting correctly costs. We believe in some countries access tariffs do not always reflect incurred costs and therefore are distorting seriously the market and preventing its proper functioning 

 We fully support the statement of ERGEG “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 increase efficiency of the TSOs, we think more attention should be given to the cost base of tariffs, as mentioned in the regulation those should include the actual costs incurred insofar as such costs correspond to those of an efficient and structurally comparable network operator. Therefore a deeply analysis of the costs components should be undertaken. In our experience, as users of the transmission of some EU TSOs, we find significant differences and no motivation for it.
Finally, the document mentions that …”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”…. We consider that the information on costs and the methodology to allocate those costs should also be transparent and should be made available to network users so as to allow them to check the criteria applied.
2 QUESTIONS
2.1 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.

We consider that this document is a good basis to start with and to discuss cost and tariff principles. However, as we have mentioned before, the principles included in the ERGEG document are too general, and therefore, in our opinion will not contribute to solve the situations where tariffs for access to transmission networks restrict market liquidity or distort cross border trade. Detail guidelines are needed.
In addition, we would like to provide some additional comments to the document:
General principles for calculating transmission tariffs and cost principles

We consider that the general principles for calculating transmission tariffs and the cost principles proposed in this consultation document are appropriate. However, with regard to the cost principles it is not enough to harmonise the methodology (WACC, CAPM), it is also important that the values do not differ as much as the data presented in the document:

· 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%. 
We cannot see why there is such an important deviation when the regulation applied to the transmission business should be similar and when all those countries are part of the EU. Some reference values could be given, and motivation when there is substantial deviation should be given.
Tariff principles
We consider that this topic has a strong impact in cross border trade and is not analyse deeply enough. We could assume that even if NRAs apply different cost methodologies the result could be comparable across TSOs. However, unless there are clear tariff principles and detail guidelines, in particular with regard entry-exit tariffs, the situation with regard cross border trade would not improve. For example, as mentioned before, the allocation of costs in entry-exit tariffs might have more impact for shippers than the cost principles. 
2.2 Are there different or additional cost and tariff principles currently in place? If yes, please outline which.
2.3 Are the described incentives for new infrastructure appropriate? Are there additional possible concepts?
The issue of investment in infrastructures and in particular investments in interconnections is of mayor importance for shippers. 

Some Member States, and even some regions, lack sufficient interconnection capacity. This situation hinders the integration of markets and undermines the development of competition and security of supply. 
TSOs must build sufficient interconnection capacity between their transmission infrastructure to satisfy an efficient overall market assessment and gas security of supply criteria, avoiding their investment decisions are biased to the interest of supply affiliates when vertically integrated TSOs. 
Vertically integrated TSOs have a cross interest when investing in interconnection. On the one hand, as TSOs they should be interested in investing as their RAB would increase and therefore their reward. On the other hand, as part of a vertical integrated group, the TSO cannot avoid taking into account their supply affiliate company interest in undermining the entrance of new players. In those situations, vertically integrated TSOs might not make the necessary investments as a standard rate of return would not compensate the loss of market share of its supply affiliate company. 

Even an enhance rate of return would not give the same result for ownership unbundled TSOs than for vertically integrated ones. Vertical integrated TSOs might not build the necessary infrastructures or ask for a higher incentive compare to the one of an ownership unbundled TSO.
A higher rate of return could turn to be a barrier for new entrants as the access tariffs they will face would be higher and could harm commercial opportunities.

Therefore, if the need of investments in interconnection is clearly identified, no incentives are needed. The standard rate of return should apply, as no difference could be made simply because it is an investment involving a border between member States of the EU. If TSOs do not commit to invest, a mechanism that allows NRAs to request the TSOs to invest should be envisaged.
Regarding additional possible concepts, we believe that a minimum level of interconnection capacity should exist in every border in the EU, as it has already been acknowledge by the European Council and the Parliament. This minimum level of interconnection should not need any incentive to be built as it is a pre-requisite to reach the goal of a real EU Energy market and a reasonable level of security of supply across the EU. 
The impact of these infrastructures would not be limited to the regions at both sides of the border as they would affect the functioning of the internal Energy market. Therefore, the decision to invest should not rely just on the parties at both sides of the border as some TSOs, when vertically integrated, could be tempted not to invest in order to prevent the entrance of new shippers. In this case the decision should be taken by an European independent body, like the European Commission.
Situations like the Iberian Peninsula, almost practically isolated from the rest of Europe, has to be solved and treated as a project of general interest of the EU. 
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