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1

EXECUTIVE SUMMARY

This study has analysed the implementation of the Network Code on Harmonised Transmission Tariff Structures (TAR NC) in six northwest European countries, namely Belgium, Denmark, France, Germany, Ireland
and the United Kingdom. First, the status quo with respect to the existing tariff regimes was analysed. Secondly, the plans for implementing TAR NC and any specific choices (to be) made were inventoried.
Commission Regulation (EU) 2017/460 determines that on 6 April 2017 the TAR NC came into force. In short,
TAR NC provides requirements to the tariff structure of gas transmission services and the requirements for
the implementation process of such tariff structure. However, there seems to be considerable degree of
freedom to implement a bespoke tariff regime compliant with TAR NC.
Currently, Gasunie Transport Services (GTS) is in the early stages of implementing TAR NC in the Netherlands. GTS is interested in the process and specific choices in other countries towards the implementation of
TAR NC. In addition, the Dutch market parties expressed their interest for such an overview. Therefore, GTS
requested DNV GL to conduct a study on the plans and current status of the implementation of TAR NC in
the six countries mentioned above. More specifically, the following questions were addressed:
1.

GTS asked us to assess the current tariff regime of these countries focusing on the tariff structure
(e.g. capacity-commodity split, entry-exit split), products offered (firm and interruptible, contract
durations and pricing) and applicable discounts,multipliers or seasonal factors.

2.

Secondly, GTS requested to provide an overview of the process for implementing TAR NC in these
countries and the specific choices already made.

Our approach to answer these questions consisted of desk research and interviewing the TSOs and NRAs of
the countries in scope.
In general, we observed that the specific situation of a country determines to a large extent the approach
for implementing TAR NC and the specific choices for designing the tariff structure. For example, countries
that recently introduced changes to their tariff regime intend to continue to build upon these changes (e.g.
Ireland and Germany). Other countries, Belgium and France, have expressed that they are already largely
compliant with TAR NC, not least because their existing cost allocation methodology is the CapacityWeighted Distance method as specified in TAR NC. In this respect, the UK seems to be the only country to
completely revise their existing regime, mainly due to discontent with the current methodology.
Most countries are still in the early stages of implementing TAR NC. This seems to be especially the case for
Belgium and Ireland where a large part of the planning is still undecided. Other countries — Germany, Denmark, and the UK — already started the implementation process. The remaining timelines are largely similar,
mainly due to the deadlines imposed by TAR NC which are regarded as challenging by some parties. It is
important to note that in France no specific efforts will be undertaken to implement TAR NC as most of the
existing tariff regime is currently aligned with the TAR NC requirements TAR NC.
Regarding the responsibility for conducting the consultations — either the TSO or the NRA — no uniform
approach is in place. In three out of the six countries, the NRA will be responsible while in the other three
countries this responsibility was given to the TSO.
Although DNV GL was not tasked to assess whether the current regime is compliant with the requirements
from TAR NC, few issues were raised in the interviews. In some countries though an assessment of compli-
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ance still needs to take place (e.g. Belgium). However, most countries seem to be largely compliant with
TAR NC. This goes especially for the actual tariff structure, where no major compliancy issues were put forward. In contrast, most parties mentioned that an assessment of whether they presently comply with the
publication and consultation requirements is still needed. On the whole, these requirements were seen as
stricter than those concerning the actual tariff structure.
In the following table, the information regarding the expected implementation characteristics obtained from
our desk research and the interviews is collated. We point out that these are expectations and as such still
subject to the outcomes of the implementation process (notably the consultations). Furthermore, we took
the liberty to interpret information provided to us.
Regarding the expected reference price methodology (RPM) we observe various points of departure. Firstly,
some countries do not seem to intend changing the existing regime (Belgium, France and Ireland). Also,
Germany intends to build upon changes introduced earlier, while Denmark intends to revert back to the
postage stamp model it applied a couple of years ago. On the other hand, in the UK, National Grid has put
forward proposal differing substantially from the regime applied today. This change is deemed required as
the existing methodology is regarded as too volatile and too unpredictable.
Regarding the entry-exit split and the capacity-commodity split, most parties do not plan change the existing set up. Those countries that currently apply a prespecified entry-exit split and capacity-commodity split
seem to be in favor of keeping the existing structure.
Our impression is that most countries aim to keep the existing discounts or other price adjustments in place
as well. Although these are still subject to consultation, there are presently no plans to adjust the existing
discounts nor were any major discrepancies between the existing discounts and the requirements from TAR
NC mentioned to us. As such, we do not expect to see major changes in this area.
Short-term multipliers are not expected to change in Denmark and Germany; both countries currently apply
the same level of short-term multipliers. In Belgium and the UK, any adjustment of short-term multipliers is
subject to the outcome of the consultations and as such no expectations have been expressed. The shortterm multipliers in Ireland, which are combined with seasonal factors, have been labelled as being inconsistent with the requirements from TAR NC and therefore need to change.
Seasonal factors are currently not applied in Denmark, Germany and the UK and there are, at present, no
indications this will happen after implementing TAR NC.. In Belgium, there is no indication that there is an
intention to abolish seasonal factors.
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Table 1

Summary of expected implementation characteristics
Belgium

Denmark

France

Germany

Ireland

United Kingdom

Expected
RPM

Similar as current
methodology as it
resembles the CWD
methodology.

Move to postage
stamp model.

CWD methodology
is currently implemented. No changes
are expected.

Move to postage
stamp model.

No changes are foreseen to recently
(2015) introduced
matrix methodology, but this is still
subject to consultations.

Move to capacityweighted distance
methodology. Current LRMC method
seen as too volatile,
unpredictable and
unstable

Entry-exit
split

30-70 split. No plans
are known to adjust
this split.

Not predefined

35-65 split to stay in
place.

Not predefined

33-67 split was motivated during the
previous tariff reform. No indications
this will change with
implementing TAR
NC.

No changes expected. Current target is 50-50

Capacitycommodity
split

Presently not prespecified and no
plans to change are
known.

50-50 split, but may
be challenged by
DERA or ACER.

Presently 100% capacity charge, no
indications this will
change.

100% capacity is
proposed to stay in
place.

90-10 split expected
to remain.

Move towards higher
share of capacity
(and less commodity)

100% discount on
storage to stay in
place

85% discount on
storage likely to stay
in place

No changes to existing situation are
currently publicly
discussed.

Storage discount
presently provided
becomes of less importance as the only
existing storage will
be depleted.

No decisions in place
yet. Still open for
discussion and consultation.

Price adjustments
and discounts

5% on LNG terminals
likely to stay in place

Multipliers
and seasonal factors

Multipliers and seasonal factors already
in place will be assessed. No clear view
yet on changes.

No changes to ST
multipliers foreseen.
Current multipliers
are equal to those
applied in Germany.
Seasonal factors are
likely not reintroduced after being
removed in 2016.
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Multipliers are expected to stay in
place.
Seasonal factors,
currently only applied
to domestic exits, to
stay as well.

Changes are not
expected due to the
adjustments already
made in the last few
years.

No changes to ST
multipliers expected.
However, BEATE
ruling determining
the ST multipliers up
for public consultation in Q2 2018.

Treatment of potential future LNG regasification terminal
unknown at the moment.
Short-term multipliers need to be
changed as they are
currently out of the
ranges indicated by
TAR NC. No indication of their level is
yet known.

Nothing decided yet.
“A discussion needs
to take place as to
what is the purpose
of multipliers and a
framework developed
consistent with this."
Seasonal factors are
currently not used
and will likely not be
introduced.
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Belgium
Specials /
other

Denmark

France

Germany

Ireland

No other adjustments
are foreseen.

Inter-TSO compensation mechanism to be
introduced. Specifics
are yet to be determined.

Calculation of discounts for interruptible capacity needs to
be adjusted slightly.

Pricing of VRF product based on subscription fee needs to
change to capacity
charge.
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United Kingdom

2

INTRODUCTION AND BACKGROUND

This introductory chapter provides the background to and motivation for this report. The final section of this
chapter provides the structure of this report.

2.1 Background
Commission Regulation (EU) 2017/460 of the European Commission of 16 March 2017 determines that on 6
April 2017 the Network Code on Harmonised Transmission Tariff Structures (TAR NC) came into force.
Amongst others, this network code arranges that a reference price methodology should be applied to set
reference prices for standardised capacity products; the difference between the chosen reference price
methodology (RPM) and the so-call ‘capacity-weighted distance’ method (CWD) should be derived and be
presented to the stakeholders during a consultation. Furthermore, the Transmission System Operator (TSO)
and/or National Regulatory Authority (NRA) should consult stakeholders regarding the choices for discounts,
seasonal factors and short-term multipliers. Arguably, the largest impact TAR NC may have on existing regimes are the requirements for publishing transparent information and conducting stakeholder consultations
at set time intervals. The NRA received the mandate to decide who is responsible for some of these activities,
either the NRA itself or the TSO(s).
TAR NC still leaves considerable freedom to TSOs/NRAs for implementing a tariff regime and the specific
choices that go along with it. For instance, there is no requirement to follow a specific cost allocation methodology — the tariffs resulting from the methodology used to derive reference prices (i.e. the reference price
methodology or RPM) should be compared to those resulting from the application of the CWD methodology.
Moreover, the implementation of other choices, such as the application of a certain entry-exit split, can also
be decided upon by the TSO/NRA after a public consultation has been held. As such, there seems to be considerable room for implementing a bespoke tariff regime compliant with TAR NC.

2.2 Motivation for this report
Gasunie Transport Services (GTS) is in the early stages of implementing TAR NC in the Netherlands. Consequently, it needs to consult and think about which choices to make (i.e. application of reference price methodology, discounts, seasonal multipliers, etc.). On the one hand, GTS may decide to completely revise the
existing tariff regime in the Netherlands such that it aligns with the principles and the spirit of Regulation
2017/460. On the other hand, compliance with this Regulation may be achieved by only introducing limited
adjustments to the existing regime. To support an eventual decision, GTS is interested in the process and
specific choices other countries are following towards the implementation of TAR NC. In addition, the Dutch
market parties expressed their desire for an overview presenting the process followed and specific choices
(to be) made in other countries as well.
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Against this background, Gasunie Transport Services requested DNV GL to conduct a study on the plans and
current status of the implementation of the European Network Code on Harmonised Transmission Tariff
Structures in six neighbouring countries1. These countries are:
1.

Belgium

2.

Denmark

3.

France

4.

Germany

5.

Ireland

6.

United Kingdom

First, GTS asked us to assess the current tariff regime implemented in these six countries with respect to
various characteristics such as the tariff structure (e.g. capacity-commodity split, entry-exit split), products
offered and applicable discounts or multipliers. Many of these characteristics are variables which have not
been fully laid down in the network code and which can thus be determined by the NRAs/TSOs themselves
after consulting the market parties. Secondly, GTS requested to provide an overview of the process for implementing TAR NC in these countries and the specific choices already made regarding the implementation
of a tariff regime compliant with TAR NC. This report contains the results of our analysis.

2.3 Structure of this report
This report is structured as follows:
•

The next Chapter 3 discusses our approach towards answering the questions of GTS.

•

We subsequently provide an overview of the status quo in each of the six countries in Chapter 4. In
addition, this chapter discusses the foreseen steps for implementing TAR NC in the various countries.
Also, we present the specific choices that have already been made or, in case these are still unknown, the overall expectations or first proposals regarding the future tariff regime.

•

1

The report ends with a synthesis of our analysis in Chapter 5.

These countries were chosen as they are also northwest European countries. Together with the Netherlands they represent circa 60% of total
EU-28 gas demand.

DNV GL – Report No. OGNL.151075, Rev. 1 – www.dnvgl.com

Page 7

3

APPROACH

This chapter discusses the approach we followed for answering GTS’ questions. Our approach consisted of
two methods:
1.

Desk research was mainly used to analyze the existing tariff regime implemented in the various
countries. However, we also researched existing plans and specific choices made or envisaged regarding the implementation of TAR NC.

2.

Interviews with TSOs and NRAs in the relevant countries were held to find out the existing plans and
envisaged choices for implementing TAR NC. Any unclarities from the desk research were addressed
during the interviews as well. In a few cases we sent emails to clarify additional questions after the
interview. The interviews thus complemented our desk research and vice versa.

The following sections explain both methods in more detail. This chapter ends with a disclaimer to the report.

3.1 Desk research
For each country, the following topics were assessed using desk research. This assessment builds on our
earlier study conducted for the European Commission in 20132.
1.

Tariff structure. For each country, we investigated whether the tariff consists of solely a capacity
charge or whether it also includes a commodity charge.We also document the applied capacitycommodity split i.e. which part of the revenue is recovered through capacity charges and which part
is recovered through commodity charges.
Another distinction that can be made is the share of revenue recovered from the sale of entry capacity and the sale of exit capacity. This is known as the ‘entry-exit split’ and we report on the value as
well in case it is available.

2.

Differentiated/location specific or uniform tariffs. In an entry-exit system, the tariffs applied
to the various network points can be different from each other. If this is the case, we refer to these
tariffs as differentiated or locational tariffs. Conversely, when a TSO applies a single tariff for each
network point, we refer to this as a uniform or postalized tariff. In addition to these extremes, any
intermediate systems,e.g. uniform entry tariffs and differentiated exit tariffs, may be applied as well.

3.

Products and potential multipliers. For each country, we report which products are offered. An
overview is provided of the contract durations (i.e. annual, quarter, month, day or within-day) offered. If it is known which share of the capacity has been reserved for short-term products, this is
mentioned as well.
It is not unlikely that short-term products are priced different from the rated price, based their contract duration, as compared to a standard annual product. The ratio between the price of a shortterm product and the price of an annual product adjusted for its contract duration is the multiplier.
We report the multiplier applied in the different countries.

2 DNV GL and COWI, “Study on Entry-Exit Regimes in Gas”, 19 July 2013
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4.

Product quality and potential discounts. For each country, an overview of the different product
qualities offered is provided. The most common distinction made, is between firm and interruptible
capacity. Nevertheless, several European TSOs offer products of which the availability depends on
e.g. temperature or congestion of the network. Sometimes these products of ‘different quality’ are
offered at a discount. If this is the case, these discounts are mentioned as well.
Occassionally, it is claimed that the ‘firmness’ of firm capacity differs between TSOs. This would depend on the adopted approach to network planning, and assumptions and scenarios used during this
process. In this study, we do not investigate to which extent firm capacity is truly firm nor whether
such claims are true.

5.

Discounts on interconnection points (IP) with underground gas storages (UGS) or LNG regasification terminals. A clear requirement from the TAR NC is the application of discounts to tariffs for network points connected to underground gas storages. In addition, discounts may be offered
at network points connected to LNG regasification terminals. We report if a TSO applies such a discount and its level.

6.

Seasonal factors. For various reasons, some TSOs provide discounts for capacity products offered
for the summer months or apply a premium for products applicable for the winter months. These
seasonal factors are mentioned in case they are applied.

7.

Capacity allocation mechanisms. Although primarily covered by the network code on capacity allocation mechanisms (CAM NC)3, we take stock of the applicable capacity allocation mechanisms. For
cross-border points with other EU countries, the capacity products should be offered through an auctioning mechanism as detailed in CAM NC. However, for other network points, TSO may apply different allocation mechanisms such as First-Come-First-Served (FCFS), pro-rata, or by applying the
backpack principle where capacity follows the supplier of the downstream customers.

8.

Other, relevant services. Sometimes TSOs offer non-transmission services. We list those services
which we deemed relevant in the sense that they generate a relatively substantial shareof the revenue. As it is not always clear what share of revenue these non-transmission services bring in, the
selection of non-transmission services is thus subject to our judgement.

9.

Regulatory context of tariff setting/approval. The legal framework for each country with respect to setting and determining the transmission tariffs is briefly discussed. This mainly concerns
the roles and responsibilities for setting the tariff.

3.2 Interviews
Our desk research is complemented by interviews held with various TSOs and NRAs of the six countries. The
interviewees were mostly approached by GTS and/or by DNV GL through our existing connections. Some
parties were approached without any previous engagement.
The interview was conducted using the following questions as guidance.
3

Commission Regulation (EU) 2017/459 of 16 March 2017 establishing a network code on capacity allocation mechanisms in gas transmission
systems and repealing Regulation (EU) No 984/2013
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•

•

What does the process for implementing TAR NC looks like in your country?
o

Are you currently taking any steps towards the implementation of TAR NC?

o

What is the timing for implementing TAR NC in your country?

What will be the future tariff structure (e.g. use of multipliers, discounts, seasonal factors, etc.) and
what cost allocation methodology will be applied?

•

Which overall objectives are being pursued (for example, objectives as described in TAR
NC, minimum change compared to existing set up, seeing this as an opportunity for tariff reform, facilitation of market goals, consideration of stakeholder/own interests)?

•

What choices have already been made and which are still undecided?

•

Which implementation freedom is considered in complying with the requirements from TAR NC?

Where possible, we asked additional questions to expel a certain subject.
Together with the desk research, these interviews should provide an overview of the implementation plans
and decisions. Per request of some interviewees, we are not able to disclose all the organizations we have
interviewed. We also do not disclose the specific persons.
The following organizations were interviewed:
Table 2

Interviewed organizations

Organisation

Country

Date

Open Grid Europe
Fluxys
CREG
Energinet.dk
Gas Networks Ireland
Gasunie Deutschland
National Grid
Bundesnetzagentur
GRTgaz
Ofgem

Germany
Belgium
Belgium
Denmark
Ireland
Germany
United Kingdom
Germany
France
United Kingdom

11-08-2017
11-08-2017
21-08-2017
23-08-2017
30-08-2017
04-09-2017
05-09-2017
12-09-2017
12-09-2017
Response by mail

We interviewed two other organizations as well, but they wish to remain anonymous.

3.3 Disclaimer
We were unable to interview all organizations we have contacted. This was mainly due to the summer vacation period in Europe which caused some experts to be unavailable. Furthermore, we only contacted the
transmission system operators and the regulatory authorities. Other stakeholders, which do have an important voice in the implementation of the TAR NC, were not contacted nor did we discuss this project or
TAR NC in general with these stakeholders in any other setting.
Most interviewees highlighted that the final solutions are subject to the outcome of the public consultations.
Therefore, current proposals regarding the implementation of TAR NC may not be implemented if stakeholders favor a different solution. Nevertheless, in some instances it is known that certain elements of the exist-
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ing tariff regime are not compliant with TAR NC and need to be changed. These elements are provided in
this report in case they were mentioned during the interviews. We emphasize that we were not asked by
GTS to assess the level of compliance of the existing tariff regimes with the requirements from TAR NC.
The conclusions drawn in this report are based on DNV GL’s interpretation of the information presented during the interviews or which it found in the public domain. This report is therefore intended for informational
purposes and cannot be used to assess compliance of the existing regimes with TAR NC. Nor does this report
purport to present a comprehensive and complete overview of the tariff regimes in the countries discussed.
Readers should note that this report presents the views of its authors which are not necessarily supported
by Gasunie Transport Services.
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4

ANALYSIS OF NEIGHBOURING COUNTRIES

This section provides an overview of the status quo of the tariff regimes in the six northwest European countries as well as an overview of their plans to implement TAR NC and any specific choices that have already
been made. The assessment of the status quo is divided into four parts covering the nine topics introduced
in Section 3.1:
1.

Tariff structure

2.

Product quality and duration

3.

Discounts, short-term multipliers and seasonal factors

4.

Other relevant services

In addition, for each country an overview of the implementation of TAR NC is provided in a separate paragraph. The countries are discussed below in alphabetical order.

4.1 Belgium
TSO Fluxys operates an entry-exit system consisting of an H-zone and an L-zone (and respective trading
points ZTP-H and ZTP-L), corresponding with the physical high-calorific gas and low-calorific gas grids respectively. Moreover, the gas market of Luxembourg is integrated into the Belgian entry-exit system. Access
rights at the BeLux border have been abolished and the Zeebrugge Trading Point (ZTP) serves as the title
transfer point. At Remich (an IP between Germany and Luxembourg) grid users can reserve/buy a conditional capacity product from Creos, which is a bundled capacity product between NCG and ZTP. The figure
below schematically displays the Belgian gas market and its main network points.

DNV GL – Report No. OGNL.151075, Rev. 1 – www.dnvgl.com

Page 12

Figure 1

Schematic of the Belgian gas market and main network points

On 1 October 2017 Fluxys Belgium and GRTgaz will introduce a Virtual Interconnection Point (VIP - called
Virtualys), between ZTP-H en PEG Nord. Virtualys will combine the IPs Alveringem, Blaregnies Troll and
Blaregnies Segeo.

Tariff structure
Table 3

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split

Entry-exit system
Auction/FCFS
Determination of tariff methodology and approval of tariffs
CWD variant
Locational
30/70
Not prespecified

(1)
(2)
(3)
(4)
(5)
(6)

(1) Dependent on the considered interconnection point, booking of transmission capacity at interconnection points can be done via the PRISMA auctions, or via Fluxys’ electronic booking system (EBS), or
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even in writing. Capacity reservation at LNG terminals goes through EBS (or in writing), while entry
and exit capacity at the Loenhout storage facility is implicitly allocated to storage users.
(2) Based on the tariff methodology, expected changes in tariffs and public consultation, Fluxys delivers
a tariff proposal to CREG (not public). After close consideration, the CREG can subsequently approve
the proposed tariffs. CREG’s tariff decision is public, but the document contains various blackened/confidential parts (e.g. on the applied entry-exit split).
(3) During the interviews, it became clear that the methodology presently adopted by Fluxys closely resembles the capacity-weighted distance methodology of TAR NC. The approach adopted by Fluxys
may differ on certain details, but it largely follows the CWD approach as specified in TAR NC.
(4) Capacity charges are uniform for 16 IP entry points except for entry point Hilvarenbeek which is
used to transport L-gas (0.885 and 0.708 EUR/kWh/h respectively for firm and interruptible capacity).
(5) The entry-exit split is estimated to be 30-70 in practice. This is however not an official requirement
or objective of the tariff setting methodology.
(6) Although uncertain, there does not seem to be a prespecified capacity-commodity split. A commodity fee (“energy in cash”) of 0.08% applies to entry and exit points (except Zeebrugge, ZTP, and
quality conversion). This commodity fee is invoiced to grid users based on their allocations in kWh at
the reference price (GPd) as defined on the website of Fluxys. (Currently, GPd is the ZTP day ahead
index as published by Powernext).

Product quality and duration
Table 4

Tariff structure
Year

Quarter

Product quality and duration
Month

Day

Entry

F/I/B

F/I/B

F/I/B

F/I/B

Exit

F/I/B

F/I/B

F/I/B

F/I/B

Entry
Exit

F/I

F/I

F/I
F

F/I
F

Entry
Exit

F/I
F/I

F/I
F/I

F/I
F/I

F/I
F/I

Entry
Exit

F/I

F/I

F/I

F/I

Tariff structure

Within-day

Cross-border

Storage

LNG

Domestic

* Abbreviations used:
F = Firm capacity
I = Interruptible capacity
B = Backhaul
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In the transmission model 17 entry points are distinguished, where firm and interruptible entry capacity
tariffs for annual capacity apply which are almost uniform for all entry points except Hilvarenbeek L. Interruptible entry capacity is offered at a 20% discount compared to firm capacity.
In addition, at some unidirectional entry points—Virtualys, Blaregnies L, Blaregnies Segeo / Troll and Zelzate
2—backhaul capacity (in the opposite direction) is offered at a 20% discounted tariff (except for Blaregnies L
where a lower discount applies).
There are 16 exit points:
•

At 9 of them, firm and interruptible capacity can be reserved at a given capacity price. Backhaul at
these points is not possible.

•

At 6 other exit points, only a backhaul capacity tariff applies (no firm or interruptible tariff).

•

Although Loenhout (storage) is regarded as an exit point, there is no exit capacity tariff given. As
such, only an entry tariff applies.

There are domestic exit points to either end-user or the distribution system. At domestic exit points, the
transmission services always include the high pressure (HP) exit service and may include the services of
medium pressure (MP), and Dedicated Pressure Reduction Station (DPRS). For HP and MP capacity, both
firm and interruptible capacity tariffs apply and differentiated by L-grid or H-grid (higher tariffs for the Lgrid). For DPRSs, only a firm capacity tariff applies, again differentiated by L-grid and H-grid.
For HP domestic exit capacity, the network user can opt for the fix/flex tariff option, consisting of a reduced
firm (fix) tariff when compared to the normal firm tariff and a variable (flex) tariff dependent on the operating hours (≤ 2000h or >2000h per year) of the capacity user. This tariff option may be especially beneficial
for e.g. gas-fired power plants with low load factors. Again tariffs differ between L-grid and H-grid points.

Discounts, short-term multipliers and seasonal factors
Table 5

Discounts, multipliers and seasonal factors

Discounts
•
UGS IP’s
•
LNG IP’s

Yes
Yes

(1)
(2)

Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day

No
No
Yes
Yes

(3)
(3)
(3)
(4)

Seasonal factors

Yes

(5)

(1) Users of the Loenhout storage only pay for entry into the transmission system, implying a 50% discount.
(2) Users of the Dunkirk and the Zeebrugge LNG terminals also only pay for entry into the transmission
system (i.e. 50% discount). Moreover, backhaul capacity at Zeebrugge LNG is offered, but rather at
a price four times higher than firm entry at the same point.
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(3) The basic contract duration for transport capacity tariffs is one year (tariff period is JanuaryDecember). For less than one year, the capacity tariff is proportional to the number of days, e.g.
1/365 of the annual tariff for daily capacity. As such, there is no short-term multiplier applied with
the exception of exit capacity to end-users (HP capacity, MP capacity and DPRS) for contract duration of less than one month. In this case, the seasonal factor (see below) is multiplied by 5.
(4) The capacity tariff for within-day capacity equals the tariff for daily capacity irrespective of the number of hours actually booked.
(5) A seasonal tariff applies for entry capacity, for exit capacity to end-users (HP capacity, MP capacity
and DPRS), and for direct lines. The proportional capacity tariff is then multiplied by a monthly factor
according to the table below.
Table 6

Seasonal factors applied by Fluxys

Month

Seasonal factor

January
February
March
April
May
June
July
August
September
October
November
December

2.6
2.5
2.0
1.7
1.2
1.0
0.7
0.7
0.9
1.5
2.0
2.4

Other relevant services
Wheeling and OCUC
Wheeling and Operational Capacity Usage Commitments (OCUC) are operational agreements between the
network user and Fluxys in the framework of proactive congestion management. Wheeling or OCUC consists
of a commitment on the combined use of a given entry service at an IP with a given exit service at another
IP, to avoid a potential congestion.
Wheeling is offered between Zelzate 1 and Zelzate 2 (and vice versa), and between Eynatten 1 and Eynatten
2 (and vice versa) at a uniform capacity tariff of 0.349 EUR/kWh/h. OCUC is also offered at given combinations of IPs and at a capacity tariff that varies between the combinations (i.e. no uniform tariff).
Zee Platform service
The Zee Platform service gives unlimited firm or backhaul capacity to transfer gas between the IPs of the
Zee Platform (IZT, LNG, ZPT and Zeebrugge Beach) for which the grid user has registered. The tariff is a
fixed amount per month, depending on the number of IPs used (two, three or four IPs).
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Odorisation and quality conversion
Odorisation (ODO) is available at domestic exit points. The tariffs for odorisation are 0.0864 EUR/MWh in the
H-grid and 0.0996 EUR/MWh in the L-grid.
For L H conversion a tariff of 1.284 EUR/kWh/h/year applies. For H L conversion various tariffs are given,
depending on load (base, peak, seasonal). For peak load conversion, the tariff consists of both a fixed and a
variable term.
Capacity pooling services and direct lines
Capacity pooling is allowed at a domestic exit point to an end-user, for network users supplying the same
end-user. The tariff is 2832.81 EUR/year/party/exit point.
For two specific cases of end users located in Belgium near a border and directly connected to the transmission grid of an adjacent TSO or to the grid of a foreign DNO (currently: from Veldwezelt to brick factory
Wienerberger and from Momignies to Gerresheimer Momignies), a direct line service is offered instead of
entry and exit. The direct line service is paid for by a capacity element and a distance-related element, making a distinction between the H-grid and L-grid.
ZTP hub services
In Belgium, shippers can transfer title in three different ways:
•

Physical trading services are offered in Zeebrugge as of 1 October 2017.

•

Virtual trading of H-gas on ZTPH

•

Virtual trading of L-gas on ZTPL

Gas can be exchanged bilaterally (OTC) or through exchanges using the PEGAS-platform or ICE-platform.

Implementation of TAR NC
Implementation process
Belgium is still in the early stages of implementing TAR NC. Due to the four-year regulatory period (20162019), the new TAR NC tariffs have to apply as of January 2020 instead of the TAR NC application date of 31
May 2019 (since TAR NC allows for keeping existing tariffs until the end of the prevailing tariff period). The
Belgian gas industry feels no urgency yet to implement TAR NC, but the European Commission has urged
the CREG to start the process.
Currently, Fluxys is drafting a time plan for the implementation process, but this plan is not fixed yet. Logically, when planning backwards from January 2020, the final consultation will be held somewhere during
2018 (probably second half of 2018). This is also the line the regulator CREG envisages.
Delineation of responsibilities has been made in a preliminary decision by the CREG4. The main initiative and
responsibility of implementing TAR NC has been assigned to the TSO Fluxys (and Interconnector UK). There4

CREG, “Ontwerpbeslissing over de implementatie van bepaalde aspecten van verordening (EU) 2017/460 van de Europese Commissie van 16 maart
2017 tot vaststelling van een netcode betreffende geharmoniseerde transmissietariefstructuren voor gas”, 08 August 2017
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fore, most of the consultations and calculations will be done by Fluxys with the exception of publishing a
motivated decision on the level of the multipliers. The latter will stay with the CREG. The reason for giving
most of the responsibility to the TSO is that they have all information available and were already previously
assigned with the responsibility for conducting (tariff) consultations.
The first step will be the assessment of the current tariff model and a gap analysis. This assessment will be
executed by Fluxys, but there will be bilateral discussions to keep the CREG informed. Also, the current process for tariff approval seems to be kept. First, the CREG sets the methodology, while Fluxys does the actual
calculation. The CREG then approves the tariffs after consultation with the market.
Tariff structure
Today, the general idea of the Belgian tariff methodology is more or less based on the CWD approach. Both
the CREG and Fluxys expressed that the current regime is already mostly compliant with the main principles
of TAR NC. Nevertheless, details still need to be checked and the market still needs to be consulted. For
example, the seasonal factors and multipliers currently in place need to be compared against the requirements from TAR NC. As such, their levels might need to be adapted, but this has not been assessed to date.
Furthermore, an 50/50 entry-exit split is not met today as the split rather is 30/70. Also, the changing market (e.g. progressively decreasing long-term contracts) will have an impact on the gap analysis. Although
specific topics for discussion have not been raised yet by market parties, various items and details will be up
for consultation.
The TAR NC is also relevant for the Interconnector UK. A preliminary decision by the CREG on the tariff
methodology for IUK determines an administrative and (ex-post) approval process on IUK tariffs, focussed
on the balance between costs and revenues (including revenue ceilings).

4.2 Denmark
Energinet is the transmission system operator in Denmark and operates a cross-shaped network of over
900km. In addition, it owns both underground gas storage facilities in Denmark and is the operator of the
Danish high-voltage grid. Energinet is regulated by the Danish Energy Regulatory Authority (DERA).

Tariff structure
Table 7

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split
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Entry-exit system
Auction/FCFS
Approval of tariff methodology
Postage stamp with adjustments
Locational
Not predefined
~50-50

(1)
(2)
(3)
(4)
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(1) Energinet auctions capacity at both IPs Ellund (with Germany) and Dragør (with Sweden). Capacity
at other points, being the domestic exit zone, entry points for upgraded biogas, and the bidirectional
domestic point at Nybro, is offered through a First-Come-First-Served (FCFS) principle.
(2) Several years ago, the capacity charges applied by Energinet were set as a postage stamp tariff, but
adjustments were gradually introduced. These adjustments have been introduced to reflect the investment costs of certain network reinforcements to those network points that were deemed to benefit most of these investments. However, over time, differences between the tariffs of different network points were levelised again.
(3) Capacity tariffs charged by Energinet are neither fully-differentiated by location, nor uniform (‘a
postage stamp with a twist’). Entry and exit capacity at IP Ellund — connected with Germany — are
priced differently than other entry and exit points.
•

Entry capacity at Ellund is priced at 14.50 DKK/kWh/h/y while other entry points are priced
at a uniform charge of 9.30 DKK/kWh/h/y. These entry points are the domestic entry point
Nybro, where gas produced on the Danish North Sea is fed into the system; the entry point
with Sweden at Dragør, and domestic entry points for upgraded biogas.

•

Exit capacity at Ellund is priced at 9.30 DKK/kWh/h/y while other exit points are priced at a
uniform charge of 13.04 DKK/kWh/h/y. These exit points are Nybro and Dragør, and the
domestic exit zone.

(4) A commodity charge (‘variable charge’) is only charged at the exit points. Next to a regular commodity charge, there is an emergency commodity charge which is different for protected and nonprotected customers. Protected customers pay around twice as much for this emergency commodity
charge. The charge is levied directly at the end consumer by the relevant distribution company.
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Product quality and duration
Table 8

Tariff structure

Tariff structure

Year

Quarter

Product quality and duration
Month

Day

Within-day

Cross-border
Entry

F/I

F/I

F/I

F/I

F/I

Exit

F/I

F/I

F/I

F/I

F/I

Storage
Entry
Exit

See comment below table.

LNG
Entry
Exit
Domestic
Entry
Exit

F
F

F
F

F
F

F
F

F
F

* Abbreviations used:
F = Firm capacity
I = Interruptible capacity
B = Backhaul

Energinet offers both firm and interruptible capacity. Interruptible capacity is offered at one probability level:
‘Interruptible level-1 capacity’. Energinet does not specify the probability of interruption, but does provide a
discount on interruptible capacity. The discount provided depends on the network point. Exit capacity at
Ellund is priced at 90% of the annual capacity charge (there is no interruptible entry capacity at Ellund). At
the entry and exit point at Dragør on the Danish-Swedish border, the price of interruptible capacity equals
95% of the annual capacity charge. Interruptible capacity at domestic biogas entry points is charged at 100%
of the annual capacity charge. As such, no discount is provided for these points.
Capacity to and from the storage facilities is not charged to the network/storage users. Thus, storage users
pay for the use of the storage to the storage system operator, but not for the use of the network points connected to the storage site.

Discounts, short-term multipliers and seasonal factors
Table 9

Discounts, multipliers and seasonal factors

Discounts
UGS IP’s
LNG IP’s
Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day
Seasonal factors
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Yes, 100%
Not applicable
Yes
Yes
Yes
Yes
No

(1)

(2a)
(2b)
(2c)
(3)
(4)
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(1) As mentioned above, storage customers do not have to book capacity from and to the storage facility with the network operator. This means that storage users can use Energinet’s network for free,
and thus receive a 100% discount.
(2) Capacity charges for short-term products are subject to a small premium compared to strictly proportional pricing. The multipliers used are identical to those used in Germany (from the BEATE ruling,
which is discussed in more detail in the section on Germany). In the tariff reform last year, the market parties voiced their preference for applying the same multipliers as in Germany.
Energinet expresses the multipliers as a percentage of the annual capacity charge, hence different
from the way they are defined in TAR NC. Nevertheless, the multipliers can be easily obtained by dividing the aforementioned percentage by the percentage of a proportional price.
a.

Quarterly products are priced at 27.5% of the annual capacity charge, which represents a
2.5% premium compared to a pro-rata pricing of quarterly products (25%). The multiplier is
thus 1.1 (= 27.5% / 25%), which is indeed similar to the one applied in Germany for quarterly products.

b.

Monthly products are priced at 10.4% of the annual capacity charge, whereas an 8.33%
multiplier would be applied if pricing of short-term products would be strictly proportional to
their duration. This results in a multiplier of 1.25 ( ~= 10.4% / 8.33%). Again similar to the
one used in Germany for monthly products.

c.

Daily products are priced at 0.38% of the annual capacity charge. A percentage of 0.27%
would be applied if the product was priced in proportion to its duration. The multiplier is thus
equal to 1.4 ( ~= 0.38% / 0.27%).

(3) Tariff multipliers for within-day capacity products are dependent on the hour of the day for which the
within-day product is purchased. At 06:00 AM, at the start of the gas day, the price of the withinday product is equal to the price of a daily product (i.e. the multiplier is 100%). In each subsequent
hour, the multiplier decreases with (100%/24). Thus, from 07:00 AM the multiplier has been reduced to 100%-1*100%/24 =95.8%. This continues until the last hour of the gas day, 05:00 AM for
which the within-day product can be purchased; the multiplier being 100%-23*100%/24 = 4.2%.
(4) Energinet does not apply seasonal factors to its products. As the Danish transmission network has
sufficient capacity according to Energinet, it is not necessary, nor economically sound or justified, to
make capacity more expensive in periods of high demand.

Other relevant services
The use of Energinet’s trading points, and thus the use of the virtual point, the Gas Transfer Facility, is free
of charge. This is also the case for shippers exchanging capacity on the Capacity Transfer Facility, and for
using the Exchange Transfer Facility.
Energinet imposes penalties in case allocations diverge too much from nominations or contracted capacities.
Firstly, Energinet levies a nomination fee (0.002 DKK/kWh) in case allocations for the domestic Exit Zone
point and biogas entry point deviate more than ±20% of the confirmed nomination. In addition, in case the
allocation on the domestic Exit Zone or a biogas entry point is higher than the contracted capacity, an over-
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run charge, respectively over delivery charge — corresponding to the price of a daily contract — is invoiced
to the shipper.
On the other hand, Energinet pays the shipper an underrun charge (0.009 DKK/kWh) in case it fails to deliver nominated natural gas quantities due to reasons not foreseen in the rules for gas transport.

Implementation of TAR NC
Planning, process, and historic background
In March 2017, the first stakeholder consultations regarding the reform of the tariff regime started, with a
meeting of the ‘user group’. All stakeholders in the Danish market are invited to participate in this user
group. During this initial meeting, Energinet started with a blank sheet, being open for the ideas and views
of the user group. It was decided that a working group, the ‘shipper task force’, was to be set up. The shipper task force subsequently meets once per month. At the time of the interview (August 23, 2017), three
meetings were held and another three meetings were foreseen. Amongst others, the shipper task force discusses whether the application of the CWD methodology would be suitable for Denmark, but it is almost
certain that the CWD methodology will not be implemented. We understand that this is supported by most
of the shippers in Denmark as well.
As an alternative, Energinet proposes to implement a postage stamp (i.e. fully uniform tariffs). The application of uniform tariffs differs from the existing practice: Currently, the tariffs charged in the Danish transmission system are differentiated between the different points in the transmission system. The system of
differentiated tariffs exists since 2013. Before 2013, Energinet also applied a uniform tariff system.
The reason for moving from a uniform tariff to a differentiated tariff and back to a uniform tariff requires
some explanation. The move to a differentiated tariff system back in 2013 was the result of allocating the
costs of the Ellund-Egtved expansion to those shippers [or network points, DNV GL] that were deemed to
benefit most from the expansion. The costs of the expansion were thus distributed across certain network
points and added to the existing uniform tariff. The differentiated tariff system should avoid crosssubsidization between shippers.
In 2016 though, tariffs in Denmark became ‘less differentiated’. It became clear that a larger group of shippers reaped benefits from the earlier mentioned expansion of the Ellund-Egtved pipeline. Consequently, the
associated capital costs were distributed over a larger group of shippers therewith reducing the differences
in the tariffs of the various network points. Another reason for moving to a less differentiated system was
the fact that the entry tariff on the German-Danish border at Ellund was relatively high. This subsequently
led to a barrier for cross-border trade between Germany and Denmark, which was regarded as unfavorable
by DERA.
Up to now, Energinet seems to have the support of DERA for implementing uniform tariffs again. In its opinion based on an earlier memo by Energinet (in which the introduction of a single market zone in Denmark
combining its offshore and onshore system is proposed), DERA voiced its unofficial support for a uniform
tariff system. DERA believes a uniform tariff is transparent and can be designed such that it enables the
realization of the Baltic Pipe project. DERA also points out that, based on preliminary calculations by Energinet, tariffs will be lower than under a differentiated tariff regime in case the Baltic Pipe would be built.
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Energinet believes this would be unfair to new transit shippers, which should not be victim of a differentiated
tariff methodology and pay for the existing Danish infrastructure.
It is noted though that the reduction in tariffs for existing shippers is not just the result of the application of
the uniform tariff system, but as much the result of the construction of the Baltic Pipe. Due to its size in
relation to the existing system, the Baltic Pipe is expected to bring economies of scale and therewith reducing the average tariff charged to all shippers in Denmark.
DERA emphasies that a future tariff methodology would still need official approval. They mention that the
TAR NC requires a tariff methodology which does not impose large volume risks — in particular related to
transit — on the end-users of the transit country. In their view, Denmark will be a transit country once the
Baltic Pipe project has been realized.
With respect to planning, the discussions in the shipper task force will be finalized in December this year. In
the beginning of next year, Energinet will present a first draft of the choices to be made for the implementation of TAR NC. This draft document is followed by a public consultation in spring 2018, and a final application will be sent to DERA in the summer of 2018. It is expected that there will be a final decision from DERA
either during fall or winter 2018. Tariffs need to be fully approved in the spring of 2019 (this follows the
deadlines from TAR NC). DERA has decided to have Energinet do the consultations.
Proposed tariff structure
Energinet’s proposed uniform tariff consists of three elements:
1.

Volume tariff (a commodity charge): the volume tariff is calculated by dividing the total opex by the
total transported volumes.

2.

Entry capacity tariff: the entry tariff is calculated by taking half of the total capex of Energinet and
dividing it by the total entry capacity booking.

3.

Exit capacity tariff: the exit tariff is calculated by taking the other half of the total capex of Energinet
and dividing it by the total exit capacity booking.

Regarding the tariff structure, it is currently envisaged that most of the existing structure will be kept. For
instance, at the moment, there is a capacity and a commodity charge in Denmark. In the current methodology, the capacity charge is determined such that it recovers the capital costs of Energinet, while the commodity charge should recover the operating costs. This leads to a capacity-commodity split of approximately
50-50. Energinet believes that it makes good sense to have the operating costs (a part of which will be variable in nature and dependent on the actual gas flows) recovered by the commodity charge and the capital
costs (which are fixed and independent on the—short term—gas flows) by the capacity charge. A 50-50 capacity-commodity split may be regarded as relatively high and this might be challenged by the national
(DERA) or international (ACER) regulators as Art. 4 (3) of TAR NC mentions that “The transmission services
revenue shall be recovered by capacity-based transmission tariffs.” However, exceptions may be granted by
NRAs and a flow-based charge may be introduced to cover those “…costs mainly driven by the quantity of
the gas flow.” Still, the high capacity-commodity split seems to have the support of the market parties
(which may even want a higher commodity charge) and there are no plans yet to divert from the existing
practice.
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Discounts, multipliers, and seasonal factors
It is also expected that the current 100% discount on tariffs for network points for entry and exit to storage
is kept. Energinet’s intention with providing a 100% discount is to make the system more flexible as no separate booking for these points needs to be made. Furthermore, Energinet reasoned that exit capacity is paid
for in any case.
Short-term multipliers are not expected to change. These have been adapted last year and made similar to
those applied in Germany. This was also based on the preference of market parties to align with the German
situation.
Seasonal factors were abandoned last year and it is not foreseen to reinstate them as there is sufficient capacity in the Danish system. As such, there is no direct benefit expected from implementing them. Furthermore, Energinet focusses on making the tariff system easy and transparent for the users. Seasonal factors
may make the tariff system more complicated.
No other adjustments are foreseen, although there are two areas in which they were considered. The first
area is the potential competition with the offshore NOGAT pipeline connected to pipelines in the North Sea.
However, tariffs applied to this pipeline are unknown as the pipeline is exempted from regulation. Energinet
thinks it is not sensible to make special adjustments to their tariff system as it would be impossible to estimate and justify their required level.
Another area where adjustments were briefly considered relate to gas imports from Germany. For instance,
if the Baltic Pipe is not constructed and Denmark would only receive gas from Germany, it may possible to
lower the entry tariff for German gas. However, presently it is still expected that the Baltic Pipe will be constructed and that such an adjustment is not implemented.

4.3 France
The gas network in France is operated by two TSOs: The network in the southwest is operated by TIGF and
the network covering the rest of France is operated by GRTgaz. The network of GRTgaz spans over
32,000km while TIGF operates a network of over 5,000km in length. Both GRTgaz and TIGF operate a main
and a regional network5.
GRTgaz and TIGF are regulated by the French regulatory authority Commission de régulation de l'énergie or
CRE. On 15 December 2016, the CRE took a decision regarding the tariffs for the use of the transmission
systems in France for the ATRT6 regulatory period between 2017 and 20216. The tariffs came into force on 1
April 2017. Hence, our discussion on the status quo is based on this decision

5
6

“The regional network consists of network elements that help to carry the gas from the main network to the end customers or to the distribution
network. It extends over around 28,000 km. The flows are in a single direction.” (source: CRE)
CRE, “Deliberation of the French Energy Regulatory Commission of 15 December 2016 forming a decision on the tariff for the use of GRTgaz and
TIGF natural gas transmission networks”, 15 December 2016.
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Tariff structure
Table 10

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split

Entry-exit system per market place
Auction/Pro-rata/FCFS/rucksack principle
CRE sets the methods to establish the tariffs
Capacity Weighted Distance method
Mostly location tariffs with uniform entries
35-65
100-0

(1)
(2)
(3)
(4)
(5)
(6)

(1) Capacity at international connections are auctioned on PRISMA in line CAM NC, according to the CRE.
For entry and exit points connected to storage sites, capacity is allocated according to the backpackprinciple: the TSO automatically allocates entry and exit capacities in line with the injection and
withdrawal capacities booked by the same shipper at the related storage group. Naturally, only up to
the maximum capacity possible of the network points. A similar principle is applied to network points
connected to LNG regasification terminals.
Exit capacity from the regional network to the distribution networks is automatically allocated by the
TSO using information provided by the distribution network operators. In addition, the same capacity is allocated at the exit point of the main network and as transmission capacity in the regional
network.
Interruptible capacity can be allocated using the first come first served procedure. Monthly capacity
at the Dunkirk interconnection point received after the 10th day of month M-1 is also allocated on a
FCFS basis. Requests for monthly capacity at Dunkirk received before the 10th of month M-1 are allocated pro-rata.
(2) The French Energy Code authorizes the CRE to specify the conditions for use of the natural gas
transmission and distribution networks including the methodology for establishing tariffs for use of
these networks.
(3) In its deliberation on the tariffs for the ATRT6 regulatory period from 2017 to 2021, the CRE refers
to TAR NC and the Capacity Weighted Distance (CWD) method. The CRE explains that this method
“aims to ensure the consistency of unit costs borne by the various user categories, distributing the
expenditure over the different tariff charges according to contracted capacities and the distance covered by the gas”. The CRE continues by explaining that the current tariffs are designed to avoid
cross-subsidization between transit and domestic users, especially regarding the distance covered on
the main network. Hence, the CRE seems to hint to using the CWD method, or at least using a
method giving comparable results; this is nowhere mentioned officially. However, the interviewees
confirmed that presently the CWD method is used in France.
The cost allocation methodology used on the regional network is described somewhat more precise
(although the exact details are not provided as well). Regional network tariffs were primarily based
on the distance from the main network to the eventual delivery point. This led to large discrepancies
between various offtakes. To limit these discrepancies and the associated negative impacts, the CRE
developed a new approach to setting these regional network tariffs. The CRE limited the tariff to an
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(arbitrary, but consulted) value. In this way, excessive capacity charges at certain offtakes are limited.
(4) The tariff system in France has elements of both uniform pricing and locational pricing. Except for Lgas cross-border entry, all other entry points are priced similarly. The same goes for entry from LNG
terminals where the tariff is similar, although lower than at regular entry points (±94% of other entry tariffs). In a way, a small discount is provided at LNG entry points.
Entry and exit tariffs for points connected to storage facilities are considerably lower than tariffs
charged at cross-border points and domestic exists. Entry and exit to storage sites are priced similarly for most storage facilities. Storage facilities in the North Atlantic and South Atlantic areas are
more expensive.
Cross-border exit prices all differ from each other, and quite significantly for certain points. For instance, exit at Alverigem to Belgium is roughly 10 times cheaper than exit to Switzerland at Oltingue.
Exit from the main network to the regional network is the same throughout France. However, exits
from the regional network to end consumers or distribution networks are not priced uniformly. For
these points, a single ‘basis charge’ multiplied by a factor ranging between 0 and 10 applies.
(5) In 2016, the entry-exit split applied in France was 35% vs 65%. For the new regulatory period
ATRT6 running from 2017 to 2021, the 35-65 split will be maintained. The CRE argues that the 3565 is justified as there are many storage facilities in France to deliver gas during the winter peak.
The contracted entry capacities are therefore much lower than the contracted exit capacities which
are required to provide gas during peak consumption periods.
The CRE notes that entry tariffs on the main network averaged €110/MWh/d/year and those of the
exits €120/MWh/d/year. It views the nearly equal average tariffs for entry and exit to ‘comply with
the spirit’ of TAR NC which describes an indicative 50-50 distribution between revenues made at the
entry points and at the exit points.
(6) In principle, gas transmission in France is charged based on booked capacities. As such, there is no
commodity component included in the tariff. Nevertheless, for certain combinations of nearby entry
and exit points a ‘proximity charge’ (similar to short-haul) is provided. The proximity charge is multiplied by the gas volume transported between the entry and exit point (minimum of allocated volumes of both points). This is amount is subsequently deducted from the shipper’s invoice. In a way,
the proximity charge is a negative commodity charge.
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Product quality and duration
Table 11

Tariff structure

Tariff structure

Quarter

Product quality and duration
Month

Day

F/I/B

F/I/B

F/I/B

F/I/B

F/I

F/I

F/I

F/I

F
F

F
F

Year

Within-day

Cross-border
Entry
Exit
Storage
Entry
Exit

F
F

I
I

Entry
Exit

F

F

F
F

F/I

F

F/I

LNG

Domestic
Entry
Exit
* Abbreviations used:
F = Firm capacity
I = Interruptible capacity
B = Backhaul

In general, interruptible capacity is priced at 50% of the price of firm capacity except for exit points to adjacent, foreign, network operators for which the price is set at 75% of firm (i.e. 25% discount). In addition,
backhaul capacity is priced at 20% of firm except for exit point Alveringem on the French-Belgium border
where the coefficient is 125%. Exit point Alveringem is the connection between Fluxys and the Dunkirk LNG
terminal. It is unclear to DNV GL why backhaul is more expensive than physical firm capacity at this point.

Discounts, short-term multipliers and seasonal factors
Table 12

Discounts, short-term multipliers and seasonal factors

Discounts
UGS IPs
LNG IPs

Yes, 85% discount
Minor discount, ~5%

(1)
(2)

Yes
Yes
Yes
Yes

(3)
(4)
(5)
(6)

Yes, to monthly, daily and within-day
products

(7)

Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day
Seasonal factors

(1) The underground natural gas storage facilities are situated on the main network (and thus not the
regional network). For using these storage facilities, Transport Storage Interface Point (PITS) entry
and exit charges need to be paid to the TSO. In 2016, these PITS charges were—on average—85%
lower than the tariffs charged at other entry and exit points.
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Storage sites connected to the North Atlantic and South Atlantic PITS of GRTgaz are however priced
at 70% of the other points connected to storage sites (i.e. 15%×70% of the regular entry-exit tariffs), because part of the capacity is interruptible. Analysis of historic interruptions showed that the
probability of interruption is around 30%.
(2) As discussed above, entry points from LNG regasification terminals are priced at around a 5% discount compared to cross-border entry points. It is not clear whether this lower price results from the
application of a discount or from the cost allocation methodology.
(3) Quarterly products for international connections, storage interface points and the internal south-tonorth link are priced at onethird of the annual charge. As such, a short-term multiplier is applied to
these products. However, in case of congestion, the tariff of a quarterly product for international
connections is 1/4th of the annual charge. Counterintuitively, a premium is charged when there is no
congestion whereas one would expect to see a premium applied when congestion occurs. So, the
seasonal factor applied is dependent on whether there is congestion or not, and applied in case of no
congestion.
(4) Similar to quarterly products, monthly products, are priced pro-rata at 1/12th of the annual tariff in
case of congestion. In case of no congestion, the tariff is set at 1/8th of the annual charge. Hence,
again, a premium in charged when there is no congestion. The latter only goes for international connections and the north-south links.
Entry points from LNG terminals are priced depending on the month. In January and February, the
price is 8/12th of the annual tariff, i.e. a considerable seasonal factor is applied. In December, the
price is 4/12th and between March and November, the monthly product is set at 2/12th of the annual
tariff.
Exit from the main network to the regional network, transport across the regional network, and delivery to end consumers and DSOs is priced at 1/12th of the annual tariff, except for July and August
in which the monthly tariff is 1/24th of the annual tariff.
(5) Daily products at international connections, exits from the main network to the regional network,
and transmission across the regional network are priced at 1/30th of the corresponding monthly price.
Thus, through the monthly product, a seasonal factor is applied to the daily product as well.
Daily products for entry from LNG terminals are priced at 1/365th of the annual tariff. Therefore,
there is no seasonal factor or short-term multiplier applied these products. This is because no other
products are allocated/available at these entry points.
Daily products for entry and exit at storage facilities are priced at 1/240th of the annual product.
Therefore, a short-term multiplier of approximately 1.5 (~365/240) is applied to this product. As the
multiplier is irrespective of the time of the year, no seasonal factor is applied.
(6) Within-day products are priced in proportion of the daily price in accordance with the remaining
number of hours.
(7) As discussed above, seasonal factors are applied to monthly products for certain points (e.g. entries
LNG, exits from main network, delivery to final consumers). As the pricing of daily products is de-
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pendent on the corresponding month and, in turn, the pricing within-day products is dependent on
the corresponding day, seasonal factors are also implicitly applied to daily and within-day products.

Other relevant services
Use of hubs/Gas Trade
In France, two virtual trading points are established:
•

The PEG Nord, relating to GRTgaz's North balancing zone;

•

the TRS (Trading Region South), relating to the trading region composed of the GRTgaz South and
TIGF balancing zones.

The tariff for using these VTP’s are:
•

a fixed annual charge of 6,000 euro for each VTP;

•

a charge of 0.01 EUR/MWh dependent on the energy traded.

A shipper booking capacity with GRTgaz pays for both points, while a shipper booking capacity on the TIGF
network only pays for the TRS VTP.
Quality conversion
GRTgaz offers quality conversion to the network users having available H-gas in the Northern balancing zone.
The service is charged by a capacity (161.60 EUR/MWh/day/year) and a commodity charge (0.02 EUR/MWh).
In addition to this H to L-gas conversion, GRTgaz also offers L to H-gas conversion. A natural precondition
for using this service is that network users should import L-gas. This type of conversion is offered in three
products:
1.

Firm daily service priced at 0.19 EUR/MWh/day/year

2.

Interruptible monthly service priced at 2.84 EUR/MWh/day/year

3.

Interruptible annual service priced at 22.72 EUR/MWh/day/year

Implementation of TAR NC
In France, most of the TAR NC is already implemented and the status quo discussed above thus treats most
of the choices made already. According to the interviewees, no specific actions will be required for implementing TAR NC because the majority of the requirements are already statisfied. For instance the cost
methodology presently applied in France is the capacity-weighted distance method, and consultations are
already part of a national process.
Our analysis of the status quo is based on the deliberation of the CRE on the tariffs for using the networks of
GRTgaz and TIGF. In this section we will provide further background as to why certain choices, as discussed
in the sections above, were made especially where references are made to TAR NC.
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According to the CRE, the deliberation introduced substantial changes in preparation of the creation of a
single marketplace in France on 1November 2018, which is in line with the principles for the harmonization
of tariff structures stemming from the European network code. The most important changes introduced in
the deliberation in relation to the network code on tariffs are:
Enhancement of cost-reflectivity
The French network consists of both a main network and a regional network (at a pressure level in between
the high-pressure main network and the distribution networks). For each network, the costs are known and
its use is separately charged. Until the ATRT6, there was an under recovery of costs on the regional and an
over recovery on the main network. To increase cost-reflectivity, the CRE ‘rebalanced’ the ratio between
costs and revenues for both networks over the ATRT6 period.
In 2016, revenue recovered by the main network amounted to 51% whilst revenue recovered by the regional network was 49%. In contrast, the costs of the main network were only 46% while the regional network
was burdened with 54% of the total costs. This cross-subsidization was addressed by the CRE for the period
between 2017-2020 in which, on average, revenue received and costs are balanced.

Also, in France, the TAR NC is only applied to the main network and not to the regional network.
Avoidance of cross-subsidization
In the deliberation, several references are made to TAR NC including explanations of how the CRE has approached the requirements. A recurring theme is the avoidance of cross-subsidies between transit users of
the network and domestic users. The CRE interprets the objective of TAR NC to avoid cross-subsidization
between transit and domestic users by aiming for an equal average unit cost for each user. The distance
covered by the gas flow is seen as the cost driver and hence the unit cost is expressed as a capacity charge
per distance (in units: EUR/MWh/d/year/km) covered and should be similar for the various users.
The CRE analyzed the average unit cost for domestic users—where the weighted average distance was taken
for the entire year—and the unit cost for two transit routes: France to Italy and France to Spain. Their initial
analysis showed that, while the unit cost for the transit route from France to Italy was similar to the average
unit cost for domestic users, the unit cost incurred for the France to Spain route was too high. To solve this
difference, the CRE recalculated the tariffs such that both unit costs were equal to the average of the initially
calculated values. Subsequently, the average unit cost for domestic users slightly dropped, but were still
well in range of the unit costs of both transit routes.
Pricing of storage and LNG terminal connection points
As already highlighted in the section discussing the discounts currently applied, France’s entry and exit
points to storages are priced at, on average, 15% of the tariffs applied to other entry and exit points. Hence,
the CRE concludes that such a reduction (85%) is already exceeding the minimum of 50% as proposed in
TAR NC. Furthermore, tariffs for entry from and exit to the storage facilities are harmonized throughout
France, except for the storage facilities located in the North-Atlantic and South-Atlantic group which are
priced at 70% of the tariffs at the other storage facilities to reflect the probability of interruption.
In contrast to storage points, no large discounts (~5%) are provided to points connecting to LNG terminals.
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Inter-TSO compensation mechanism
As of 1 November 2018, the two market places in France will be merged into a single zone. Up to this date,
transport between the northern zone and the southern zone will be paid through a tariff for the North-South
link. After merging both zones, the link ceases to exist and therewith the tariff of this link. The tariff of the
exit point to Spain, Pirineos, will be increased to assure the required revenues are recovered. However, as
more revenues will be generated by TIGF due to this increase, whilst the costs for operating both transmission systems stay the same, a payment from TIGF to GRTgaz should be made. The actual mechanism is yet
to be decided. The CRE does mention that TAR NC leaves room for the introduction of an ITC mechanism.
However, TAR NC does not specify the specific requirements applicable to such an ITC mechanism, solely
the general principles. As such, it is still unclear what the actual mechanism will look like.
Non-compliance issues or required justification for certain choices
As most of the tariff regime in France is largely in sync with the TAR NC, no major adjustments are expected.
Nevertheless, the interviewees highlighted that some choices still need to be justified before they can be
accepted. Examples that were provided are:
•

Pricing of interruptible capacity: At the moment, interruptible capacity receives a discount of 50%
compared to firm capacity. However, the probability of interruption is less than 50%.

•

As discussed in the section on the status quo, storage points are priced at approximately 15% of the
price of other network points. There is a methodology behind the pricing of storages which is still to
be published. The methodology provides justification of these level of the discounts.

•

The choice of short-term multipliers also needs justification.

4.4 Germany
With 16 TSOs, Germany has by far the most TSOs of Europe in one country. In total, these TSOs operate a
high-pressure network of around 40,000km. The operators together operate two market areas: GASPOOL in
the northern and eastern parts of Germany and Net Connect Germany in the western and southern parts of
Germany. The TSOs are regulated by the Bundesnetzagentur (BNetzA).

Tariff structure
Table 13

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split

Entry-exit system
Auction/FCFS
Approval of tariff methodology
Unknown
Mix of mostly uniform entry and uniform exit tariffs per TSO
Not predefined
100-0
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(1) Since October 2011, auctions are used for most of the capacities, especially international crossborder points and market area border points.Points where final consumers are directly connected at
the transmission level, storages, production and biogas injection are allocated based on FCFS.
(2) The network charge is determined on the basis of the maximum income set by the BNetzA. The
BNetzA subsequently approves the tariff calculation methodology ex-ante and must be informed
about the resulting tariffs.
(3) Unknown, but given the fact that mostly uniform tariffs exist, no sophisticated cost allocation methodology resulting in locational prices seems to be applied. The following table provides the main charateristics of the tariff regime applied by several German TSOs.
Table 14

Main characteristics of tariff regime of several German TSOs

TSO

Main characteristics

Open Grid Europe

•

Full postage stamp tariff: entry tariffs are equal to exit tariffs

Gasunie Deutschland

•
•
•

Entry tariffs: differences between border points and other entry points.
Exit tariffs are postalized
No difference in tariffs between H and L gas

Thyssengas

•
•

Equal entry and exit tariffs for border points (GÜPs) and market area points
(MÜPs)
Domestic exit points are postalized, but more expensive than GÜPs and MÜPs

Ontras

•
•

Entry tariffs are postalized (i.e. single entry tariff)
Zonal (3 zones) exit tariffs

Gascade

•
•

Entry tariffs and exit tariffs are postalized
The entry tariff is different from the exit tariff

GRTgaz Deutschland

•
•

Entry tariffs and exit tariffs are postalized
The entry tariff is different from the exit tariff

(4) The ruling BK9-13/607 of the BNetzA on the horizontal cost allocation mechanism (HoKoWä) prescribes that entry tariffs for firm, free allocable capacity should be the same throughout the entire
market area, irrespective of the TSO offering the capacity. This applies from 2018 onwards. It is not
required that the exit tariffs are equal. Entry tariffs for storage facilities will still receive a 50% discount.
Currently, as shown in the table above, most entry tariffs are the same per TSOs as well as the exit
tariffs. For some TSOs all tariffs are equal.
(5) As per the HoKoWä ruling the revenue recovered from the entry and exit points should be based on
a capacity-weighted split. Currently, there is no predefined entry-exit split.
(6) Capacity is priced based on contracted capacities, there are no commodity fees.

Product quality and duration
The TSOs in Germany offer various capacity products, with different characteristics each. The products are:
-

Freely allocable capacity (FZK): The FZK product is the ‘classical’ capacity product used in entry-exit
systems. It allows for a free movement of gas between entry and exit points and the virtual trading
point. FZK is both available as firm and interruptible.
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-

Conditionally freely allocable capacity (bFZK): The bFZK product is closely related to the FZK product,
but its free usability—for instance access to the virtual trading points—is subject to certain conditions (i.e. a temperature range within which the capacities are firm, and outside of which they are
interruptible). In case the condition is not met, the bFZK products becomes interruptible.

-

Dynamically allocable capacity (DZK): The DZK product allows for firm transportation between one
or more prespecified entry and exit points (allocation restriction), or is freely allocable on an interruptible basis. Access to the virtual trading point is thus only guaranteed on an interruptible basis.

-

Restricted allocable capacity (BZK): BZK capacity is quite similar to the DZK product although it
does not allow access to the virtual trading points.

-

Interruptible freely allocable capacity at storage facilities (uK): The uK product allows interruptible
access from a booked storage entry point to the virtual trading point or vice versa.

Table 15

Tariff structure

Tariff structure

Year

Quarter

Product quality and duration
Month

Day

Within-day

Cross-border
Entry

F/I

F/I

F/I

F/I

Exit

F/I

F/I

F/I

F/I

Entry
Exit

F/I
F/I

F/I
F/I

F/I
F/I

F/I
F/I

Storage

LNG
Entry
Exit

Not applicable

Domestic
Entry
Exit

F/I
F/I

F/I
F/I

F/I
F/I

F/I
F/I

* Abbreviations used:
F = Firm capacity
I = Interruptible capacity
B = Backhaul

The pricing of interruptible capacity is determined by the provisions of the BEATE ruling of the BNetzA.
These provisions state that interruptible capacity should be offered at a discount as compared to the tariff
that would be applied for firm capacity at the same network point. The BEATE ruling defines a specific formula for calculation of the discount. In principle, the discount should be based on the actual interruptions
over the last three years. These actual interruptions are divided by the total capacities sold, to which an
additional 10% safety margin is added, to arrive at the discount factor. As there are almost no interruptions
in Germany, the applied discount is usually around 10%; hence, interruptible capacity is priced at 90% of
the tariff of the firm product at the same network point.
Tariffs for products other than FZK need to be offered at a discount as well. The tariff of these products
needs to be between the tariff of the FZK product and that of the interruptible product. As most interruptible
capacity is priced at 90% of the FZK product, the non-free allocable capacity products are priced between 90%
and 100% of the tariff of the FZK product.

DNV GL – Report No. OGNL.151075, Rev. 1 – www.dnvgl.com

Page 33

Discounts, short-term multipliers and seasonal factors
Table 16

Discounts, multipliers and seasonal factors

Discounts
•
UGS IP’s
•
LNG IP’s

Yes, a 50% discount is applied
Not applicable

Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day
Seasonal factors

Yes
Yes
Yes
Yes
No

(1)

(2a)
(2b)
(2c)
(2d)
(3)

(1) As mentioned above, entry and exit tariffs for storage are priced at 50% of the uniform entry respectively exit tariff (as a result of the BEATE provisions). However, for gas storages that are connected to more than one market area (also of neighbouring countries), the TSO should charge the
full tariff.
Furthermore, entry tariffs for biogas producers are set at zero.
(2) The BNetzA ruling on pricing of entry and exit capacities (BEATE) introduces short-term multipliers.
The multipliers (as explained below) are applicable to all firm, interruptible and other capacity products, and at all entry and exit points.
a.

The multiplier for quarterly products is determined at 1.1 (contract durations from 90 to 364
days).

b.

The multiplier for monthly products is determined at 1.25 (contract durations from 28 to 89
days).

c.

The multiplier for daily products is determined at 1.4 (contract durations from 1 to 27 days).

d.

For within-day capacity products, the tariff is equal to 100% of the daily product (regardless
of the contract duration). The multiplier of 1.4 for daily products is also applied.

The BNetzA saw a need to introduce short-term multipliers as it believed that parties booking (multi-)
annual capacities should not be unjustifiably charged with the costs of unused capacity. In their view,
parties with (multi-) annual booking do not cause capacity to be unused; this is mainly due to parties that book short-term products. In case of no short-term multipliers, parties with (multi-) annual
capacity bookings would pay as much as for the unused capacity as parties with short-term bookings.
Hence, the BNetzA wanted to introduce short-term multipliers to have parties that book primarily
short-term capacity contribute more to the total costs of the networks.
The short-term multipliers have been derived by calculating the ratio between the unused capacity
and the capacity bookings for less than a year. For the year 2013, this ratio was 1.32. It was adjusted by subtracting a ‘safety margin’ to account for possible short-term reactions from market parties
because of the increased tariff for short-term products. This resulted in a ratio of 1.25 which was
subsequently distributed over the three different short-term products (i.e. 1.25 = (1.1 + 1.25 + 1.4)
/ 3).
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(3) No seasonal factors are applied in Germany.

Other relevant services
All levies mentioned below are exempt from the short-term multipliers introduced in the BEATE decision.
Biogas levy
Following Section 20b of the gas network tariff regulations (GasNEV), costs incurred by TSOs to accommodate biogas-related third-party access are recovered through a nationwide levy charged at the exit points of
directly connected end users and those where gas is transported to downstream network operators. Exit
points connected to storage facilities, cross-border points and market area interconnection points are exempted. The biogas levy is uniformly applied throughout Germany and is in addition to the general transportation tariffs. For 2017, the levy was determined to be 0.63279 EUR/kWh/h/year. To compare, exit tariffs at
GASCADE are 2.77 EUR/kWh/h/year and those are OGE are 3.42 EUR/kWh/h/year (for firm freely allocable
capacity without a multiplier). The biogas levy adds roughly 20% of the general transportation tariff.
Market area conversion levy
Besides a biogas levy, a market area conversion levy is charged to recover the costs of the works required
to convert the network from L-gas to H-gas. This levy is charged to all exit points and in addition to the
general transportation tariff. The levy is uniformly applied since 2017to all TSOs in Germany at the exit
points. The levy for 2017 is 0.1339 EUR/kWh/h/year, which is roughly 5% of the general transportation tariff at the exit points.
Fees for metering service and metering point operation
In Germany, metering services and metering point operation are separately charged at network connection
points. The fee for metering services is charged per bookable point. The fees are similar for each point.

Implementation of TAR NC
Planning and process
TAR NC gives the mandate to the NRA to decide who will conduct the consultations, either the TSOs or the
NRA. In Germany, the BNetzA has decided that it will conduct the consultations as there are many TSOs and
the requirement from TAR NC to apply a joint methodology for an entry-exit system. Nevertheless, the TSOs
are required to deliver the results of the application of the capacity-weighted distance method to the BNetzA
as input to the consultations. This needs to be done for the TSOs separately as well as for the market area
as a whole.
At the moment, it has not yet been decided whether the reference price methodology should be applied to
the market area as a whole or for each TSO separately. One interviewee suggested that this has probably
been left open by the BNetzA as the HoKoWä ruling, the ruling on the horizontal cost allocation, is still being
contested in court and closely relates to this decision. While certain TSOs, which are operating a large and
more distributed network, may welcome the application of a joint tariff calculation, other TSOs in Germany
would like to have more autonomy in setting tariffs than currently granted by the BNetzA. Transit-oriented
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TSOs probably prefer a separate, or own, tariff model to support their transit model. They fear that transit
will become relatively unattractive. This will probably be seen again in the discussions around the implementation TAR NC.
In any case, the TSOs are required to do both calculations. As such, the joint application of the CWD and the
reference price methodology will require a strong cooperation between the TSOs. The deadline for submitting this information to the BNetzA is 31 January 2018. The consultation itself is scheduled to take place
between February and April 2018.
The following high-level planning has been proposed by the BNetzA. In the coming weeks, a workshop is
held between the BNetzA and the TSOs to discuss the stakeholder workshop to be held in the beginning of
2018. The first information should be published in December this year. Most of this information should be
prepared by the TSOs. After the first consultation between February and April 2018, a decision from the
BNetzA is expected to be made in the second half of 2018 as the BNetzA aims to have everything decided by
September 2018 or at the end of 2018 latest. This also relates to the requirement to have the tariffs of capacity products sold for 2020, which are auctioned in July 2019, published in June 2019. Some interviewees
expressed that this planning looks ambitious.
Proposed tariff structure
In a preliminary decision in the INKA ruling (BK9-17-609)7, the postage stamp model is proposed as the
reference price methodology . Currently, most TSOs already apply some variant of the postage stamp model;
however, differences between TSOs exist. In the near future, only the entry tariffs are expected to be equal
across the market area while TSOs can have different exit tariffs as a result of the HoKoWä ruling.
Overall, interviewees expect little or no changes as a result of TAR NC implementation. However, the BEATE
rulingon multipliers for short-term products and pricing of firm products subject to certain conditions (e.g.,
BZK and DZK), is up for consultation in the second quarter of 2018. At the same time, the HoKoWä ruling is
also up for consultation.
The multipliers derived under the BEATE ruling are based on an assessment of the historic unused shortterm capacity. These multipliers might change as the underlying data can also change, but fundamental
changes are not expected.This is not necessarily the result of the implementation of TAR NC.
Seasonal factors are not applied in Germany today. Some TSOs apply seasonal factors for tariffs related to
storages sites. It is not expected that seasonal factors will be implemented in Germany.
The pricing of interruptible capacity has also been laid down in the BEATE ruling. There seems to be a small
difference between the way discounts for interruptible capacity need to be calculated under BEATE and under TAR NC. Both are based on the prospective probability of interruption, but the formulae differ slightly
from each other. As such, a change may thus be required, but this is regarded as only a small adaptation.
Regarding the discounts for firm products subject to certain conditions, no changes have been openly discussed so far.
Non-compliance issues
7

Festlegung der Vorgaben zur Implementierung der Netzkodizes über harmonisierte Fernleitungsentgeltstrukturen (Verordnung (EU) Nr.
2017/460) und über Mechanismen für die Kapazitätszuweisung in Fernleitungsnetzen und zur Aufhebung der Verordnung (EU) Nr. 984/2013
(Verordnung (EU) Nr. 2017/459) in die Anreizregulierung („INKA“)
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No major issues regarding compliance with TAR NC were identified. The BEATE ruling does not foresee to
hold yearly consultations as required by TAR NC. Consequently this is a point that needs to change. Overall,
the publication requirements stemming from TAR NC are probably the largest change compared to the existing situation.

4.5 Ireland
The TSO in Ireland is Gas Networks Ireland (GNI). GNI operates a pipeline network of almost 14,000km to
which is provides gas to 674,000 customers. The network extends to Scotland and includes Northern Ireland
and the Isle of Man as well. GNI is regulated by the Commission for Energy Regulation (CER).

Tariff structure
Table 17

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split

Entry-exit system
Auction/FCFS/implicit allocation by TSO
Development and determination of tariff methodology
Matrix methodology
Locational entry tariffs and a uniform exit tariff
33-67
90-10

(1)
(2)
(3)
(4)
(5)
(6)

(1) Entry capacity at the Inch Entry Point (both offshore production and storage) is allocated on a first
come first served basis. Capacity at international interconnection points is allocated using auctions
and in line with the requirements of CAM NC. Domestic exit capacity to non-daily metered sites is
implicitly allocated by the TSO using a rucksack principle.
(2) The CER developed and determined the tariff methodology which should be applied by GNI to calculate the tariffs. Tariffs are calculated annually for each gas year.
Legally, the CER is obligated to at least approve a methodology that is used for network tariffs for
connections onto the system.
(3) CER decided to implement the matrix methodology as the cost allocation method. In general, the
matrix methodology allocates costs to the entry and exit points by determining the associated tariffs
that minimize the squared difference between the sum of the entry and exit tariffs and the calculated long-run marginal costs between these network points. Various other supplementary adjustments
are made such as rescaling tariffs to obtain the imposed entry-exit split or capacity-commodity split.
(4) Tariffs differ per entry and exit point (referred to as ‘systems’ by Gas Networks Ireland). There are
three entry systems:
a.

the Interconnector system connected to Britain;

b.

the Inch system connected to offshore (depleted) gas fields in the south nearby Cork, and
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c.

the Bellanaboy system connected to the offshore Corrib gas field in the Northwest of Ireland.

There is a single exit zone covering the whole of the Irish onshore system. Thus, there are three entry tariffs and a single exit tariff for domestic consumers.
Furthermore, there are two entry tariffs at the Inch system:one for entry from the gas storage and
one for production entry. The tariff for the storage entry is around 53 euro per peak day per MWh,
while the tariff for the production entry is 157 euro per peak day per MWh. Hence, there is an implied discount for the storage entry. Exit to the storage facility is free of charge.
(5) In Ireland, an explicit entry-exit split of 33/67 is applied to the required revenue of GNI. This split,
as is the capacity-commodity split, is part of the tariff methodology determined by the regulator CER.
(6) Gas Networks Ireland imposes a 90/10 capacity-commodity split to recover their allowed revenue.
Commodity charges are charged at the three entry systems as well as the exit system. In contrast
to differentiated capacity charges, the commodity charge is the same for all three entry systems.
The commodity charge at the exit system is however twice as high.

Product quality and duration
Table 18

Tariff structure

Tariff structure

Year

Quarter

Product quality and duration
Month

Day

F

F

Within-day

Cross-border
Entry

F

Exit

I

Entry
Exit

F
F

F
F

F
F

F
F

F
F

F
F

Storage

LNG
Entry
Exit
Domestic
Entry
Exit
* Abbreviations used:
F = Firm capacity
I = Interruptible capacity

GNI offers interruptible capacity as a virtual reverse flow at both interconnection points Moffat and Gormanston. There is no commodity charge nor a capacity charge for this product. The tariff consists of a registration fee. As such, pricing of interruptible capacity is not related (no discount) to the pricing of firm capacity. It is derived separately from the implementation costs made to accommodate such virtual reverse flow.
These implementation costs are converted into an annual cost which are subsequently divided by a forecast
of the number of registered shippers for this service. In this way, the tariff reflects the incremental cost of
offering the service. Interruptible capacity is allocated during a single day-ahead auction held on the PRISMA
platform with a reserve price set at zero.
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Discounts, short-term multipliers and seasonal factors
Table 19

Discounts, multipliers and seasonal factors

Discounts
•
UGS IP’s
•
LNG IP’s

Yes
Not applicable

(1)

Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day

Yes
Yes
Yes
Yes

(2a)
(2b)
(2c)

Seasonal factors

Yes

(3)

(1) The entry point “Inch Storage Entry” is priced lower than its neighboring point “Inch Production Entry”. This is due to the fact that the entry tariff for storage is not being rescaled. In 2016/17, Inch
Storage Entry is 53 EUR per peak day MWh whilst Inch Production Entry is 157 EUR per peak day
MWh. This implies a discount of (104/157 = ) 66%. Rescaling is the final step of the applied tariff
methodology and assures that the required revenue is being recovered. The CER explains rescaling
as: “Where the primary tariffs calculated do not recover or over recover the Required Revenue to be
obtained from Entry Points or from Exit Points then tariffs will be rescaled upwards or downwards as
necessary via the application of a secondary adjustment known as additive or subtractive rescaling
with the purpose of achieving recovery of the Required Revenue”8. As such, a discount at network
points for entry from storage is provided.
Furthermore, storage points are treated differently in other respects as well:
•

The first pass of tariff calculation entry tariffs (capacity tariff) has to be paid for entry UGS;
the second element (to cover shortfall of income) of capacity is not being charged to entry
UGS.

•

There is no exit capacity fee. Hence, a 100% discount on exit capacity to the storage (for injecting gas into storage) is provided.

•

GNI applies a shrinkage charge to cover gas use for compression and measurement differences / losses. This shrinkage charge is not applied for flows to and from storage.

(2) Gas Networks Ireland applies multipliers as well as seasonal factors to its products.
a.

Since June 2016, GNI offers a quarterly product at the Moffat entry point connected to the
National Grid network in Scotland and at the Gormanston IP with Northern Ireland. This was
done to be compliant with the CAM Network Code.
As an interim measure, quarterly multipliers consist of the sum of the monthly multipliers for
the three months in each quarter. According to the CER: “This would maintain shippers in a
neutral position vis-à-vis the monthly capacity multipliers as the sum of the monthly capacity tariffs and the sum of the quarterly capacity tariffs would both equate to 155% of the an-

8 CER, “Gas Entry/Exit Tariff Methodology – Decision Paper CER/15/40”, 23 July 2015
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nual capacity tariff.” The multipliers, expressed as a percentage of the annual tariff, are
shown in the table below.
b.

GNI applies short-term multipliers to monthly products. There’s a clear profile with summer
months (May to September) being offered at a discount (multiplier is 0.12 or 1% of the annual tariff) and winter months (January to March) offered at a premium (e.g. the multiplier
applied to February equals 4.24 or 35.29% of the annual tariff).

c.

Like monthly products, daily products are offered at a premium or discount as well, depending on the month.Daily product offered in May to September are priced at a multiplier of
0.18 or 0.05% of the annual tariff. February products are the most expensive with a daily
multiplier of 8.59 or 2.35% of the annual product. The table below shows the multipliers applied for both the quarterly, monthly and daily products.
Table 20

Short-term multipliers applied by GNI (percentage of annual tariff)

Product:

Quarter

Month

Day

October
November
December

44%

13.24%
13.24%
17.65%

0.66%
0.66%
1.18%

January
February
March

93%

30.88%
35.29%
26.47%

2.06%
2.35%
1.76%

April
May
June

15%

13.24%
1.00%
1.00%

0.66%
0.05%
0.05%

3%

1.00%
1.00%
1.00%

0.05%
0.05%
0.05%

July
August
September

(3) As Table 20 above shows, GNI applies seasonal factors to its products: Similar product durations are
priced differently depending on the period to which the product is applied. The seasonal factors reflect the variation in demand as defined by the TAR NC. Winter quarters/months are considerably
more expensive than summer quarters/months.

Implementation of TAR NC
Planning and process
Similar to other countries, the process for implementing TAR NC is still in the early stages in Ireland. It has
been decided that regulator CER will lead the process, but considerable input and work is expected to be
done by GNI. First, there will be a series of conversations with the regulator to discuss the approach to full
compliance with TAR NC. It seems that the existing tariff regimes, implemented in 2015, is already 90%
compliant. A timeline has not been determined yet, but likely the TAR NC timeline will be followed.
The process itself will be a very open process where various papers and a model will be published, including
the counterfactual CWD methodology. This was also done in previous consultations regarding implementing
tariff changes.
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Tariff structure and overall objectives
It is important to mention that only two years ago, Ireland introduced a revised tariff regime after an extensive process of almost two years. The main criteria adopted during this process for shaping the present system were:
Stability and predictability of tariffs,
Revenue recovery by Gas Networks Ireland
Impact on consumers
These criteria also led the CER to adopt a 33-67 entry-exit split, although initially they proposed a 50-50
split, because “every molecule that enters must exit” the network and as it was already proposed in the
draft version of TAR NC as the default value back then. However, after considering the impacts of moving to
a 50-50 split, the CER thought that a 33-67 split was more appropriate as it minimizes the “redistributive
effects across network users” and thus contributes to stability.
During this process, Ireland established that the matrix methodology should be used as the reference price
methodology. The results of the matrix methodology were compared to the results of using the capacityweighted distance method, an activity also required by TAR NC.
As mentioned above in the description of the status quo, it was decided that storage should receive a discount to acknowledge its beneficial role in reducing costs of the transportation system. For the future, the
issue of how to price storage entry and exit becomes less important as the only existing storage facility in
Ireland is being depleted.
Although the majority of the tariff regime is compliant with TAR NC already, GNI highlights that the outcome
of the public consultations will be important and may lead to a different structure.
Compliance with TAR NC
In terms of compliance with the TAR NC, two characteristics of the current regime need to be revised. First,
the virtual reverse flow (VRF) product offered at the interconnector with Scotland needs to be revised. As
discussed earlier, the VRF product is currently offered on the basis of a registration fee. The TAR NC requires
that this should be based on a capacity charge. Secondly, the short-term multipliers of the current regime
need to be revised downwards in order to be aligned with the thresholds presented in TAR NC. During the
interview, GNI mentioned that the matrix methodology will need to be presented during consultations, but
that this method is compliant with TAR NC. Also, experience with the matrix methodology showed that the
overall objectives of stability, predictability, revenue recovery, and impact on consumers were attained by
this methodology.
The TAR NC requires a discount for interruptible capacity, ex-ante, in proportion to the probability of interruption. Alternatively, if the ex-ante discount is not applied, an ex-post compensation can be paid. The compensation should be three times the reserve price for daily standard capacity products. It seems that the
current pricing of interruptible capacity is not in line with the requirements from TAR NC. Consequently, GNI
indicated that the pricing of interruptible capacity likely needs to change.
Furthermore, GNI believes it is required to check whether it currently complies with the publication requirements imposed by TAR NC although it has not made a full assessment yet.
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4.6 United Kingdom
The price control formulae set by Ofgem determine the maximum revenue National Grid is allowed to earn
from the transportation of gas. Transportation charges are derived from the price control mechanism, which
is divided into Transportation Owner (TO) and System Operator (SO) controls. NTS transportation charges
are normally updated twice a year, on 1 April and 1 October.
The TO maximum allowed revenue (see figure below) is collected by entry and exit capacity charges, with a
TO entry commodity charge levied on entry flows where entry auction revenue is forecast to be underrecovered, and a TO exit commodity charge levied on exit flows where revenue from exit capacity bookings
is forecast to be under recovered. The SO allowed revenue is collected largely by means of a commodity
charge levied on entry and exit flows.

Figure 2

Building blocks of TO and SO allowed revenue.

Commodity charges are payable on allocated quantities, while capacity charges should be paid when a right
to flow gas is purchased. The payment of the capacity charge is due irrespective of whether or not gas has
actually flown.
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Tariff structure
Table 21

Tariff calculation and allocation of cost

Access model
Capacity allocation methodology
Role of NRA
Tariff calculation methodology
Location or uniform tariffs
Entry-exit split
Capacity-commodity split

Entry-exit system
Auction
Development and determination of tariff methodology
Distance to reference node using LRMC
Locational tariff
50-50
Not predetermined

(1)
(2)
(3)
(4)
(5)
(6)

(1) All entry capacity is auctioned, determining the entry charges. Five related auction mechanisms are
used such that prices offered in e.g. the quarterly capacity auction determine the reserve price in
the monthly capacity auction. Exit capacity charges are applied on an administered basis.
(2) The Uniform Network Code (UNC) section Y, part A determines the tariff methodology for the gas
transmission system in the UK.
(3) The NTS Transport Model calculates the long run marginal costs (LRMCs) from each entry point to a
reference node and from the reference node to each relevant exit point. Subsequently, the tariff
model adjusts the LRMCs to either maintain an equal split of revenue between entry and exit users
or to recover a target level of revenue (i.e. rescaling).
(4) Entry and exit tariff levels are unique per point.
(5) For TO revenue, the target is to recover 50% from exit capacity bookings and 50% from entry capacity auctions.
(6) The unpredictability of auction revenue from the entry points and exit capacity bookings means that
the 50-50 TO revenue split between entry and exit may not be achieved in practice. In the event of
a forecast under recovery of auction revenue against the entry target level, a TO entry commodity
charge may be levied on entry flows and a TO exit commodity charge may be levied on exit flows
where revenue from exit capacity bookings is forecast to be under recovered.
The TO commodity charges are the same at all entry and exit points (at storage facilities levied on
exit flows only). The TO commodity entry charge is 0.053 pence/kWh and the exit charge is 0.0234
pence/kWh. In addition, a uniform SO commodity charge is levied on all entry and exit flows of
0.0105 pence/kWh.
As an alternative to both the entry and exit commodity charges, the network user can opt for a
combined short haul service which is paid for by a commodity rate (optional commodity rate).
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Product quality and duration
Table 22

Tariff structure
Year

Quarter

Product quality and duration
Month

Day

Entry

F

F

F

F/I

Exit

F

Entry
Exit

F

F

F

F/I

Entry
Exit

F

F

F

F/I

Entry
Exit

F
F

F

F

F/I
F

Tariff structure

Within-day

Cross-border
F

Storage

LNG

Domestic

* Abbreviations used:
F = Firm capacity
I = Interruptible capacity
B = Backhaul

•

Firm entry capacity is offered in bundles of quarters, months and days. Interruptible capacity is limited to daily capacity, offered in day-ahead auctions. All system entry capacity auctions are subject
to reserve prices (reserve prices for interruptible capacity are zero).

•

Storage and LNG terminals are treated as system entry points.

•

There are four exit capacity products available: enduring annual, annual, daily firm and daily offpeak exit. The daily exit products are released through auctions, while the annual products are released by means of application windows (hence a FCFS allocation principle is applied). The TO exit
flat capacity charges are published in p/kWh/day for each exit point.

•

The interconnectors (Bacton IUK, Moffat, Bacton BBL) are treated separately from other entry and
exit points, with auctions and reserve prices for annual, quarterly, rolling monthly, rolling daily and
within day entry and exit capacity.

Discounts, short-term multipliers and seasonal factors
Table 23

Discounts, multipliers and seasonal factors

Discounts
•
UGS IP’s
•
LNG IP’s
Short-term multipliers
•
Quarter
•
Month
•
Day
•
Within-day
Seasonal factors
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Commodity only
No

(1)

Yes
Yes
Yes
Yes

(2)
(2)
(3)
(3)

No
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(1) Storage facilities receive no discount on the capacity charge but do receive a 100% discount on the
commodity charge.
(2) System entry capacity is allocated by means of auctions. This approach includes various reserve
prices below which bids will not be accepted. Quarterly firm system entry capacity reserve prices are
calculated each year through using the NTS transportation model. Monthly reserve prices are equal
to the price offered in the auction of quarterly entry capacity.
(3) Reserve prices for daily and within-day capacity are calculated by applying discounts to the monthly
firm system entry capacity prices (proportional to the contract duration). For firm daily entry capacity, the discount is 33.3%. For within day and interruptible daily entry capacity the discount is 100%,
i.e. there is no reserve price.

Other relevant services
There are various other services available to network users at related charges, e.g. for the administration of
allocation arrangements at shared supply meter points and interconnectors, or for specific services at interconnectors.
•

NTS entry capacity retention

•

Compression charge

•

Metering charge

•

Shrinkage

Implementation of TAR NC
Implementation process and planning
In their Gas Transmission Charging Review (GTCR) process launched in 2013, Ofgem and the gas industry
already took account of the emerging TAR NC and by the end of 2015 there was a clear view on inconsistencies and required changes.
In February 2017, Ofgem published an open letter on: “European Union Network Code on harmonized
transmission tariff structures for gas (TAR NC) and the industry Gas Transmission Charging Review (GTCR)”,
setting out Ofgem’s thinking on the implications for the UK. Ofgem recognizes that aspects of the GTCR will
require changes to comply with TAR NC. TAR NC requires:
•

Introduction of ‘floating payable prices’ (i.e. reserve price is subject to adjustments as indicated in
article 24(a) of TAR NC) for National Transmission System (NTS) entry and exit capacity at interconnector points.

•

The cessation of commodity charges for the purpose of managing under- and over-recovery of
transmission services revenue at IPs.
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•

The price of interruptible capacity at IPs should reflect the probability of interruption. Currently, the
price of interruptible capacity is determined by the resulting auction price, with zero reserve prices.

•

Setting discounts for tariffs at entry points from and exit points to storage facilities to avoid double
charging for transmission to and from storage facilities.

In the letter, Ofgem’s view is to adapt to these requirements in general. They would not approve the implementation of a dual regime for the recovery of transmission services revenues of ‘floating payable prices’ at
IPs only, combined with a ‘capacity charge + variable commodity charge’ regime at non-IP points.
Presently, the process for implementing TAR NC is largely being carried out by the TSO (NGG) and industry
and is included in the national process for adapting the existing tariff regime. In the national process, the
Joint Office of Gas Transporters (JOGT)—via the NTS Charging Methodology Forum Industry Gas Charging
Review (GCR)—is carrying out the broad review of the GB Charging framework. The JOGT facilities this process by hosting meetings, running the working groups and overseeing the administrative process. All stakeholders are encouraged to engage with this forum to discuss their concerns.
It is anticipated that via the GCR, National Grid Gas Transmission and other industry participants will produce Uniform Network Code modification proposals and that some Licence changes may be required. The
Uniform Network Code is the main contractual relationship between the TSO and its shippers. It contains not
only the gas transmission charging methodology, but many other matters as well.
National Grid Gas has proposed a UNC modification, UNC621- Amendments to Gas Transmission Charging
Regime, that has an aim of complying with TAR NC and incorporates a wide range of potential changes to
the GB charging regime. National Grid expressed that is it convenient for them to use the TAR NC process
for adjusting the existing regime in GB. Ofgem anticipates that other industry stakeholders may raise alternative modification proposals to UNC621.
Tariff structure
The proposal of National Grid (UNC621) opts for the application of the Capacity-Weighted Distance model as
specified in TAR NC. There is a strong wish to move away from the existing Long-Run Marginal Cost (LRMC)
model. This LRMC model is deemed outdated as it was designed in a time the UK gas network was still expanding. In such a situation, the current model provides incentives for optimally expanding the network. The
model is now regarded as unsuited since the gas market in the UK is mature. More specifically, National Grid
argues that a change in booking behavior (e.g. increased booking of short-term capacity at zero prices) has
resulted in an increase in the reliance on commodity charges to recover revenues. Moreover, the current
model produces volatile and unpredictable prices year on year, which is unfavorable for e.g. investment
decisions and predictability of operational costs. A methodology based on CWD likely provides less volatile
and more stable and predictable outcomes.
Short-term multipliers and seasonal factors are still under discussion and no specific proposal has been put
forward. National Grid does not intend to apply seasonal factors. Short-term multipliers for yearly, quarterly
and monthly capacity are expected to equal 1. Daily products are expected to receive a multiplier, but its
level is still being debated. As the zero reserve price is going to be removed, Ofgem seems to be in favor of
applying a discount for short-term capacity.
As for other discounts, level of the discounts applied to storage is still under discussion. National Grid expects this discount to be around 50%. This represents are large change compared to the existing tariff
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methodology. At the moment, there is no discount on the capacity charge for storage; however, there is a
100% discount on the commodity charge. Discounts for LNG terminals are not proposed by National Grid.
However, as other stakeholders can present proposals for code modifications as well, some may propose to
apply a discount to LNG points.
At the moment there is only a daily interruptible product. Its pricing is still under discussion, mainly regarding the way to calculate the discount and the level of the ‘A-factor’ as introduced in Article 16 of TAR NC.
Although some parties still opt to apply an ex-post discount, it seems more likely to have an ex-ante discount. In addition, although the requirements in TAR NC for pricing interruptible capacity only apply to interconnection points, National Grid wants to apply the same principle for pricing interruptible capacity to all
points.
The entry-exit split is not expected to change; hence, the current split of 50-50 is expected to be retained.
Clearly, the capacity-commodity split does need to change. The share recovered by the commodity charge is
presently too high and needs to be managed down. Although there is no specific indication yet of what the
capacity-commodity split should be, the commodity share should be much lower (the share of revenue recovered by the commodity charge is over 50% at the moment).
From the above, it becomes clear that National Grid’s proposal strongly aligns with the ‘default’ options in
TAR NC for designing the tariff structure. This is mainly because there is a strong political driver to comply
as much as possible with TAR NC and European regulation in general.

DNV GL – Report No. OGNL.151075, Rev. 1 – www.dnvgl.com

Page 47

5

SYNTHESIS

In the previous sections, we have assessed the existing tariff regime in six countries in North-West Europe.
Furthermore, using desk research and interviews, we assessed the plans for implementation of the network
code on harmonization of transmission tariff structures. Furthermore, an overview of the specific choices
already made, or expected to be made, were inventoried. Any issues with non-compliance were addressed
as well. This section provides a synthesis of the insights and results obtained.
In general, we observe that the specific situation of a country to a large extent determines the approach for
implementing TAR NC and the specific choices for designing the tariff structure. For example, Ireland and
Germany have a recent history of making adjustments to their tariff regimes. Where Ireland has revised its
tariff regime just two years ago, Germany has been making adjustments to its gas market model regularly
over the past years. In both countries, the main approach to implementing TAR NC build upon these recent
changes.
Belgium and France seem to comply with most of TAR NC already. France has adjusted its tariff regime this
year largely in lign with NC TAR, especially since the reference price methodology, has historically been the
CWD approach in France. Similarly, Belgium applies a CWD variant and hence limited need is seen to revise
this approach.
In the UK, the discontent with the current methodology seems to be the main driver for completely revising
the existing regime.
In additionl to these general observations, the following topics are successively discussed in this chapter:
•

Implementation process and planning

•

Assignment of responsibilities

•

Non-compliance issues

•

Expected implementation characteristics

Implementation process and planning
Most interviewees mentioned that the process is still in the early stages. This seems to be especially the
case for Belgium and Ireland where most part of the planning for implementing TAR NC is still undecided.
Germany started the process this summer when the BNetzA published its first draft decision on the proposed
reference price methodology. The process will continue in the coming months to prepare for the public consultations to be held in the first and second quarter of 2018. A final decision should be taken before the end
of 2018.
In Denmark and the UK, discussions on the implementation of a revised tariff regime have already been
taking place for some time. In Denmark, this was also motivated by the Baltic Pipe project which requires
clarity on the future tariff such that market parties can make commitments to the project. In the UK, the
process started in 2013 with the GTCR process. In 2015, any discrepancies between the TAR NC and National Grid’s current tariff regime were inventoried. Earlier this year, Ofgem published its open letter setting out
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the implications of TAR NC for the UK. A charging working group meets once a month to discuss the required changes in the Uniform Network Code. When consultations are to be held is still unclear to DNV GL.
In France, no specific efforts will be undertaken to implement TAR NC. Tthe existing tariff regime is largely
in lign with the requirements from TAR NC.
The figure below displays the indicative timelines for the three countries that already have a view on the
envisaged planning for implementing TAR NC. It shows that the schedules adopted by these countries are
broadly similar. Some differences exist as to when consultations are to be held or decisions are expected,
but in general there is much overlap. We believe this has to do with the deadlines for implementing TAR NC,
which were regarded as challenging by several parties we have interviewed. As such, there is little possibility
to have different schedules. It is likely that those countries which did not have a schedule available at the
time we conducted our interviews will stick to a similar timing as well.

Figure 3

Indicative timelines for implementing TAR NC

Assignment of responsibilities
The table below shows per country which party will conduct the consultations, either the TSO or the NRA.
The table reveals that there is no uniform approach. In three countries, the NRA will be responsible while in
the other three countries this responsibility was given to the TSO.
The choice seems mostly to be dependent on the country’s existing situation. For instance, in Germany, the
NRA took on all responsibility as there are multiple TSOs, which is likely the same reason for France. In Bel-
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gium the TSO was given the responsibility for the publication of information and consultations. Fluxys has
done similar exercises in the past and has most information available. The same reasoning goes for Denmark en the UK.
Table 24

Assigned responsibility for consultations as decided by NRA

Country

TSO/NRA

Reason and remarks

Belgium

TSO

The CREG decided to assign the responsibilities to Fluxys as it was already conducting the consultations in the past. Also, Fluxys has most information available
for deriving the tariffs which made it a logical choice.

Denmark

TSO

DERA has decided that Energinet will conduct all the consultations.

France

NRA

The CRE is generally in charge for overseeing the tariff reform process in France.
However, no specific plans are made for implementing TAR NC.

Germany

NRA

BNetzA decided to take on the responsibilities themselves. This was motivated by
the fact that coordination between multiple TSOs is required.

Ireland

NRA

The CER leads the process, but considerable input is required from Gas Networks
Ireland to provide the required information.

United Kingdom

National Grid

The process for implementing TAR NC is largely being carried out by the TSO
(NGG) and industry.

Non-compliance issues
As mentioned earlier, DNV GL was not tasked to assess whether the current regime is compliant with the
requirements from TAR NC. Nevertheless, a few issues that are presently known to be incompliant with TAR
NC were raised in the interviews. In Ireland for instance, pricing of virtual reverse flow is known to be noncompliant as well as the level of the multipliers. In the UK, also various issues were raised such as the use of
commodity charges to recover a shortfall in revenue from the sale of capacity. Other parties mentioned that
they are mostly compliant with TAR NC or that there has not been an assessment yet. Especially regarding
the actual tariff structure, no major compliancy issues were put forward.
Most parties did mention that it would be required to assess whether they presently comply with the publication and consultation requirements introduced by TAR NC. These requirements were seen as more difficult to
comply with than those concerning the actual tariff structure. Hence, some adjustments are likely required
in this area.
Expected implementation characteristics
In the table that follows below, we have collated the information regarding the expected implementation
characteristics obtained from our desk research and the interviews. We point out that these are expectations
and as such still subject to the outcomes of the implementation process. Furthermore, we took the liberty to
interpret information provided to us. The table and the conclusions made have not been presented to the
interviewees.
Regarding the expected reference price methodology (RPM) we observe various points of departure. Firstly,
some countries do not seem to intend changing the existing regime. For instance, Belgium, France and Ireland aim for staying with the current methodology albeit for different reasons. In Belgium and France, the
methodology (broadly) reflects the CWD methodology of TAR NC. Hence, it seems unlikely that the application of the CWD methodology, by following the steps presented in TAR NC, would significantly change the
outcome. Nevertheless, the differences will still be presented during a public consultation. In Ireland, the
matrix methodology was chosen two years ago after a two-year tariff reform process. Experience with the
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matrix methodology shows that it delivers the original objectives and as such no direct need for change is
present.
Denmark and Germany have already started the process for tariff reforms. In Denmark, this was motivated
by the Baltic Pipe project which required clarity on the future charging methodology. In Germany, there has
been a process ongoing for several years in which the BNetzA introduces decisions that continue to shape
the tariff regime. For instance, the BEATE ruling laid down, amongst others, the level of the short-term multipliers. The HoKoWä ruling, although not applied yet, already introduced a methodology with postage stamp
characteristics.
In the UK, a proposal has been submitted to change the methodology from the current Long Run Marginal
Cost (LRMC) methodology to the CWD approach. The current LRMC methodology is regarded as too volatile,
unpredictable and does not provide stability of charges. Hence, the introduction of TAR NC provides a good
opportunity to move to a different methodology.
Regarding the entry-exit split and the capacity-commodity split, most parties do not plan change the existing set up. Those countries that currently apply a prespecified entry-exit split and capacity-commodity split
seem to be in favor of keeping the existing structure. For example, we understood that Belgium, Ireland,
France, and the UK seem to be in favor of retaining the current splits. In the UK, the relationship between
capacity charges and commodity charges is expected to change though. This is closely related to the overall
change of the pricing methodology, which was deemed unsuitable due to changes in booking behavior by
market parties (most short-term zero priced capacity). This lead to an increased reliance on the commodity
charge which are, due to this change in booking behavior, regarded as unpredictable.
Our impression is that most countries aim to keep the existing discounts or other price adjustments in place.
Though these are still subject to consultation, there are presently no plans to adjust the existing discounts
nor were any major discrepancies between the existing discounts and the requirements from TAR NC mentioned to us. As such, we do not expect to see large changes in this area.
Short-term multipliers are not expected to change in Denmark and Germany; both countries currently apply
the same level of short-term multipliers. In Belgium and the UK, any adjustment of short-term multipliers is
subject to the outcome of the consultations and as such no expectations have been expressed. The shortterm multipliers in Ireland haven been labelled as being inconsistent with the requirements from TAR NC and
therefore need to change.
Seasonal factors are currently not applied in Denmark, Germany and the UK and are unlikely to be applied
after implementing TAR NC as there are, at present, no indications this will happen. Similar to short-term
multipliers, the seasonal factors currently applied in Belgium will be discussed in the consultations and any
responses received may lead to adjustments. There is no indication that there is an intention to abolish seasonal factors.
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Table 25

Summary of expected implementation characteristics
Belgium

Denmark

France

Germany

Ireland

United Kingdom

Expected
RPM

Similar as current
methodology as it
resembles the CWD
methodology.

Move to postage
stamp model.

CWD methodology
is currently implemented. No changes
are expected.

Move to postage
stamp model.

No changes are foreseen to recently
(2015) introduced
matrix methodology, but this is still
subject to consultations.

Move to capacityweighted distance
methodology. Current LRMC method
seen as too volatile,
unpredictable and
unstable

Entry-exit
split

30-70 split. No plans
are known to adjust
this split.

Not predefined

35-65 split to stay in
place.

Not predefined

33-67 split was motivated during the
previous tariff reform. No indications
this will change with
implementing TAR
NC.

No changes expected. Current target is 50-50

Capacitycommodity
split

Presently not prespecified and no
plans to change are
known.

50-50 split, but may
be challenged by
DERA or ACER.

Presently 100% capacity charge, no
indications this will
change.

100% capacity is
proposed to stay in
place.

90-10 split expected
to remain.

Move towards higher
share of capacity
(and less commodity)

100% discount on
storage to stay in
place

85% discount on
storage likely to stay
in place

No changes to existing situation are
currently publicly
discussed.

Storage discount
presently provided
becomes of less importance as the only
existing storage will
be depleted.

No decisions in place
yet. Still open for
discussion and consultation.

Price adjustments
and discounts

5% on LNG terminals
likely to stay in place

Multipliers
and seasonal factors

Multipliers and seasonal factors already
in place will be assessed. No clear view
yet on changes.

No changes to ST
multipliers foreseen.
Current multipliers
are equal to those
applied in Germany.
Seasonal factors are
likely not reintroduced after being
removed in 2016.
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Multipliers are expected to stay in
place.
Seasonal factors,
currently only applied
to domestic exits, to
stay as well.

Changes are not
expected due to the
adjustments already
made in the last few
years.

No changes to ST
multipliers expected.
However, BEATE
ruling determining
the ST multipliers up
for public consultation in Q2 2018.

Treatment of potential future LNG regasification terminal
unknown at the moment.
Short-term multipliers need to be
changed as they are
currently out of the
ranges indicated by
TAR NC. No indication of their level is
yet known.

Nothing decided yet.
“A discussion needs
to take place as to
what is the purpose
of multipliers and a
framework developed
consistent with this."
Seasonal factors are
currently not used
and will likely not be
introduced.
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Belgium
Specials /
other

Denmark

France

Germany

Ireland

No other adjustments
are foreseen.

Inter-TSO compensation mechanism to be
introduced. Specifics
are yet to be determined.

Calculation of discounts for interruptible capacity needs to
be adjusted slightly

Pricing of VRF product based on subscription fee needs to
change to capacity
charge.
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United Kingdom
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