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Introduction 
 

ARERA (Autorità di Regolazione per Energia Reti e Ambiente) issues the present 
consultation document within the regulatory framework of resolution 
82/2017/R/GAS of 23 February 2017, related to the revision process of gas 
transmission and metering service tariffs and to the quality for the new (5th) of the 
gas transmission regulatory period, from 2020 to 2023 (hereinafter: 5PRT), and 
within the legislative framework of article 23, point 2, of legislative decree 23 May 
2000, n. 164. 

The present document closes a consultation process which consisted of: 
consultation 413/2017/R/GAS of 8 June 2017 (consulting on the general lines of 
intervention for 5PRT); consultation 182/2018/R/GAS of 29 March 2018 (consulting 
on proposals relating to reference price methodology and cost allocation criteria); 
consultation 347/2018/R/GAS of 21 June 2018 (consulting on proposals relating to 
the criteria for the definition of allowed revenues). 

In parallel, consultation 420/2018/R/GAS of 2 August 2018, presented the initial 
proposals on the subject of service quality and innovation of gas transmission 
service for the 5PRT. 

In this document ARERA is consulting on the final proposals about the regulation 
criteria for transmission and metering service tariffs during 5PRT, including those 
related to the implementation of the EU Regulation n. 460/2017. The full English 
version of the consultation will shortly be published by Snam Rete Gas (Italy’s main 
TSO) in a dedicated section of its website. 

ARERA calls for the submission of any comment or proposal in written form, 
preferably in English, by filling in the interactive form on ARERA’s website or by 
email (to: infrastrutture@arera.it) by 17 December 2018. All observations and 
proposals will be published on ARERA’s website, unless the responses are marked 
as confidential. In this case, participants should clearly mark the responses as 
confidential and explain the reasons for the exclusion from publication, as well as 
send a version suitable for publishing, without the confidential parts. 

 

Autorità di Regolazione per Energia, Reti e Ambiente 
Direzione Infrastrutture Energia e Unbundling 

Corso di Porta Vittoria, 27 - 20122 - Milano 

e-mail: infrastrutture@arera.it 
website: www.arera.it 
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PART I 
 

INTRODUCTION 

1 Procedural framework and subject of the consultation 

1.1 In resolution 82/2017/R/GAS of 23 February 2017 (hereinafter: Resolution 
82/2017/R/GAS), the Autorità di Regolazione per Energia Reti e Ambiente 
(hereinafter: ARERA) initiated the procedure to define measures on tariffs and on 
the quality of the natural gas transmission service for the fifth regulatory period 
(5PRT), envisaging, among other aspects, the possibility of starting the 5PRT 
after 2018. 

1.2 In Consultation Document of 8 June 2017, 413/2017/R/GAS (hereinafter: 
Consultation Document 413/2017/R/GAS), ARERA presented the main lines of 
action for the 5PRT, and its proposals for determining the regulatory criteria to be 
applied in the 2018-2019 transition period. 

1.3 In its resolution 575/2017/R/GAS of 3 August 2017 (hereinafter: Resolution 
575/2017/R/GAS), ARERA extended the provisions in force in the fourth 
regulatory period (4PRT, as per the RTTG1 approved by Resolution 
514/2013/R/GAS of 14 November 2013) to the 2018-2019 transition period, 
suitably supplementing such provisions by taking into account the proposals made 
in Consultation Document 413/2017/R/GAS and the outcome of the consultation. 

1.4 In its Resolution 794/2017/R/GAS of 30 November 2017, ARERA updated the 
RTTG, to implement the rules on publication obligations set out in Chapter VIII 
of Regulation (EU) no. 460/2017 (hereinafter: Regulation 460/2017 or TAR 
Network Code, TAR NC). 

1.5 In consultation document of 29 March 2018, 182/2018/R/GAS (hereinafter: 
Consultation Document 182/2018/R/GAS) ARERA published its initial proposals 
concerning the reference price methodology and allocation of costs for the 5PRT. 

1.6 In consultation document of 21 June 2018, 347/2018/R/GAS (hereinafter: 
Consultation Document 347/2018/R/GAS) ARERA published its initial proposals 
concerning the criteria to be used to determine allowed revenues for the 5PRT. 

1.7 In consultation document of 2 August 2018, 420/2018/R/GAS (hereinafter: 
Consultation Document 420/2018/R/GAS) ARERA published its initial proposals 
concerning the quality and innovation of the natural gas transmission service for 
the 5PRT. 

1.8 In this consultation document, ARERA sets out its final proposals on the criteria 
to be used to determine allowed revenues for transmission services, on the 
proposed reference price methodology and on the cost allocation methodologies 

                                                 
1 RTTG is the document comprising the tariff regulation for the gas transmission service for a given 
regulatory period. 
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for the transmission service. The reference price methodology is in line with the 
provisions of the TAR NC.  

1.9 The TAR NC, which is primarily aimed at harmonising tariff regulations, while 
avoiding penalisation of cross-border transmission, is fundamentally based on the 
application of the entry-exit model to allocate transmission service costs within 
national borders. It should be noted that this approach is not yet fully consistent 
with the general objectives of the EU gas target model, according to which market 
integration should be achieved through a combination of entry-exit zones with 
liquid virtual trading points, supported by an adequate level of efficiently-used 
infrastructure, allowing gas to reach the areas where it has a higher market value. 

1.10 In addition to an outlook that is more consistent with the spirit of the target model 
with regard to the perimeter of the entry-exit areas, a higher selectivity would also 
be desirable in the identification of the cost allocation criteria, taking into account 
the different purposes of the infrastructure (e.g., some of them are essential for 
security of supply, others to enhance competitiveness among supply sources, 
etc.), the development of the gas sector, and the role that the gas infrastructure 
will assume in the medium to long term period. 

1.11 This document also sets out ARERA’s proposals on the criteria to determine and 
allocate the costs for the transmission metering service, including the tariff 
mechanisms used to ensure the neutrality of end users in relation to the ownership 
of the metering station; a more extensive review of the structure of the 
transmission metering service set-up will be addressed in a subsequent 
consultation.  

1.12 The proposals expressed in this consultation document take into account the 
comments received on previous consultation documents. In view of the breadth 
and complexity of the issues addressed, this document will only support in greater 
detail the issues most discussed in the previous consultation phases. For further 
information on the proposals issued by ARERA in the previous consultations, 
which are referred to in this document only where necessary, reference should be 
made to the abovementioned documents in their entirety. Likewise, for further 
details on the responses of the participants of previous consultations, please refer 
to the response documents published on the website www.arera.it.  

1.13 Table 1 shows a general timeline of the subsequent phases of the approval process 
of the tariff regulatory criteria and of the tariffs for 2020, providing, where 
necessary, an update with respect to the timing set out in Table 1 of Consultation 
Document 347/2018/R/GAS. 
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Table 1: Timeline for the adoption of tariff and quality regulatory criteria for the 5PRT 

October 2018 – 
February 2019 

 ACER’s opinion on the final proposals for the 5PRT  

November 2018 Workshop Final proposals of ARERA for the 5PRT 

17 December 
2018 

 Deadline for filing comments on this consultation 

February – 
March 2019 

Resolution 

Definition of the tariff regulatory criteria for the natural gas 
transmission and metering service for the 5PRT, including the 
definition of discounts, multipliers and seasonal factors for 2020 
pursuant to Article 28 of the TAR NC 

February 2019 Consultation Consultation on quality regulation criteria for the 5PRT 

April 2019 Consultation 
Consultation on the reform of the metering service for gas 
transmission 

May 2019 Resolution 
Approval of tariff proposals and publication of information pursuant 
to Articles 29 and 30 of the TAR NC for year 2020  

July 2019 Resolution Definition of quality regulation criteria for the 5PRT  

2 Document structure 

2.1 In addition to this introductory part (Part I), this consultation document is 
organised as follows: 

 Part II, describing the final proposals on the criteria to be used to determine 
allowed revenues and the metering of the transmission service; 

 Part III, describing the final proposals on commodity charges and the 
reference price methodology for the transmission service; 

 Part IV, describing the final proposals on aspects of cost allocation 
methodologies for the transmission service in addition to those set out in Part 
III; 

 Part V, describing the proposals for allocating the cost of the metering 
service; 

 Part VI, describing the revenue compensation and reconciliation mechanisms; 

 Part VII, containing the data and information required under the TAR NC. 

2.2 An executive summary and the template provided by the Agency for the 
Coordination of Energy Regulators (hereinafter: ACER) are published in English 
in the Appendix to this consultation document and identify the consultation 
obligations set out in the TAR NC, to facilitate ACER’s assessment of the 
proposals expressed. In accordance with the approach adopted in Resolution 
794/2017/R/GAS of 30 November 2017, the main TSO (Snam Rete GAs) is 
responsible for making a full English version of this document available on its 
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website, together with the simplified tariff model (see point 33.1), in a specific 
section dedicated to stakeholder consultation on the regulatory criteria and tariff 
levels for the 5PRT. 
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PART II 
 

PROPOSALS ON THE CRITERIA TO BE USED TO DETERMINE ALLOWED 
REVENUES 

3 Introduction 

3.1 This part deals with ARERA’s final proposals on the criteria for determining the 
cost allowances and target revenues for the transmission service and for the 
transmission metering service. 

3.2 The approaches adopted so far by ARERA for the tariff regulation of the 
infrastructure services in both gas and electricity sectors are hybrid, characterised 
by a different treatment of capital and operating expenditure; in particular, 
incentive regulation schemes are envisaged, limited to operating expenditure 
only, subject to long-term efficiency improvement objectives, while capital 
expenditure is actually allowed according to a rate of return regulation scheme, 
with annual adjustment of net invested capital according to 
investment/disinvestment dynamics. 

3.3 The tariffs for the transmission service, according to these approaches, are 
determined on the basis of the allowed cost (capital expenditure, such as return 
on capital and economic and technical depreciation, and operating expenditure) 
for each company. 

3.4 This part sets out ARERA’s proposals on criteria for allowed cost and on the 
determination of target revenues in relation to: 

a) duration of the regulatory period and general criteria for determining cost 
allowances; 

b) criteria for the allowed capital cost, including proposals for updating 
specific parameters linked to the rate of return on invested capital and in 
relation to incentives; 

c) criteria for the allowed operating cost and costs related to fuel gas, gas 
losses, unaccounted for gas and the Emission Trading system. 

4 Duration of the regulatory period 

4.1 ARERA confirms the proposal of setting a regulatory period lasting 4 years (from 
1 January 2020 to 31 December 2023), in line with the current duration of the 
regulatory period and consistently with the regulatory periods for the other 
regulated services of natural gas storage and LNG regasification. In addition, the 
provision of a regulatory period of 4 years, instead of 5 years in line with the 
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maximum duration of the regulatory period based on the TAR NC2, is also 
compatible with the assumption of following up the transition of the allowed cost 
criteria towards a totex approach, as set out in Consultation Document 
413/2017/R/GAS. 

S 1. Comments on the duration of the regulatory period, with particular reference to 
the advisability of envisaging a shorter period, of three years, which could be 
linked with the possibility of introducing totex-oriented regulatory schemes in 
the subsequent regulatory period. 

5 Criteria for the definition of the allowed cost 

5.1 In line with the current regulatory period and consistently with the other regulated 
infrastructure services in the electricity and gas sector, ARERA intends to confirm 
for the 5PRT (2020-2023) the general principles for the determination of the 
allowed capital cost and operating cost incurred by TSOs, i.e. determining the 
target revenues as the sum of: 

a) an appropriate return on the regulatory net invested capital (see Chapter 6), 
including any additional remuneration allowed as incentive for new 
investments, starting from the second regulatory period; 

b) economic and technical depreciation (see Chapter 8); 

c) allowed operating expenditure (see Chapter 9). 

d) costs incurred by TSOs for the operational balancing service of the system 
(see Chapter 13). 

5.2 Despite substantial continuity with the general principles currently in force, as 
already mentioned in the previous Consultation Document 347/2018/R/GAS, 
ARERA intends to confirm its proposal to introduce, starting from the 5PRT, 
some elements that may facilitate the possible transition to the cost determination 
methodology based on total expenditure (totex). In this regard, ARERA confirms 
its intention to: 

a) ensure an increasing coordination between tariff regulation and the 
assessments of the national Ten-Year Transmission Network Development 
Plans (hereinafter: Plans) set up by TSOs pursuant to Article 16 of 
Legislative Decree 93/11; 

b) initiate a specific monitoring of the investments made and of the objectives 
achieved, also to check if they are consistent with the provisions of the 
Plans, requiring operators, starting from 2020, to provide reports that 
compare the outputs actually achieved with those declared in the Plans and 
used for cost-benefit analysis (hereinafter: CBA). These reports must be 
made available as annexes to the Plans of each year (in addition to the 

                                                 
2 Article 27, par. 5 of the TAR NC stipulates that the final consultation (Article 26) and the subsequent 
ruling of the NRA (Article 27, par. 4) must take place at least every five years.  
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monitoring report pursuant Article 3 of Annex A to Resolution 
468/2018/R/GAS of 27 September 2018, hereinafter: Resolution 
468/2018/R/GAS), and must refer to the investments envisaged in the 
previous Plans and in operation for at least one year from the filing date of 
the report itself; 

c) require operators to also provide, in the reports described in point b) above, 
information on any discrepancies between the costs estimated in the Plans 
and used for the CBA and the costs actually incurred. 

5.3 In addition, ARERA deems that for the 5PRT, incentives might be designed on 
an experimental basis aimed at increasing the efficiency of the investment 
expenditures, related in particular to the additional remuneration granted (see 
Chapter 12).  

S 2. Comments on the criteria for the definition of the allowed cost. 

6 Determination of the Regulatory Asset Base (hereinafter: RAB)  

6.1 Assets are included in the RAB subject to the condition that the related 
investments are compatible with the system’s efficiency and safety, and are 
carried out according to efficiency criteria. The following items are included in 
the determination of the RAB, in line with current criteria: 

a) net fixed assets; 

b) assets under development; 

c) net working capital; 

d) capital adjustments provisions such as the provision for employee 
severance indemnities and capital grants. 

6.2 ARERA intends to confirm the determination of the value of net fixed assets on 
the basis of the revalued historical cost method, applying the gross fixed 
investment deflator as set by Istat.  

6.3 To comply with the principle of integration between tariff regulation and 
assessments of the Plans set out above (see point 5.2, letter a)), ARERA intends 
to confirm the provisions introduced by resolution 689/2017/R/GAS of 19 October 
2017 (hereinafter: Resolution 689/2017/R/GAS, see point 3), which stipulate, if 
the CBA provides a benefit for the national gas system that is lower than the costs, 
to allow an investment to the regulated tariff within the limits of the monetised 
benefits. However, this provision will take into account the gradual application of 
the minimum requirements for the preparation of the Plans for transmission 
network development approved by Resolution 468/2018/R/GAS, the reference 
time interval for estimating the benefits, as well as the need to ensure an adequate 
balance between the certainty of the allowed tariff and the selectivity of the 
criteria for evaluating the investments. 
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6.4 Lastly, it should be noted that, as a result of the safeguard clause stipulated in 
point 4 of Resolution 689/2017/R/GAS, investments which, at the date of adoption 
of Resolution 689/2017/R/GAS (19 October 2017), had already been implemented, 
as confirmed by subsequent Resolution 208/2018/R/GAS of 5 April 2018, are in 
any case excluded from the application of the above provisions. 

Regulatory lag for allowed investments 

6.5 As in the case of the 2018-2019 transition period, ARERA confirms the proposal 
to allow in the tariffs for each year t the pre-final balance sheet increases of the 
previous year (t-1). The target revenues determined on the basis of the pre-final 
balance sheet values are therefore relevant to determine the charges for year t. 

6.6 ARERA confirms its proposal to manage any discrepancies between revenues 
determined on the basis of preliminary and final data (determined subsequently, 
during year t, with the availability of final data relating to year t-1), through the 
regulatory account sums pertaining to year t (on the reconciliation mechanism, 
see chapter 27). 

Assets under development 

6.7 ARERA confirms its proposal to include, in the target revenues, a component to 
cover the financial costs related to assets under development. In particular, 
ARERA assumes that these costs are equal to those calculated by applying, to the 
value of the assets under development, a rate of return calculated using the same 
WACC methodology (see point 7.1) assuming a debt-to-equity ratio of 4, hence 
assuming that new investments are financed primarily using debt capital. 

6.8 This assumption, as already mentioned in the previous consultations, according 
to the assessments of ARERA allows the network operator to recover the financial 
costs incurred to implement particularly complex investments that require long 
construction times, and at the same time believe to provide a proper incentive to 
put investments into operation in the shortest possible time, so that they can 
provide the system with the benefits for which they were planned and built. 

Net working capital  

6.9 To determine the value of the net working capital to be considered to calculate the 
RAB, ARERA confirms the conventional parametric determination of this 
accounting item. On the basis of the analysis carried out on the actual extent of 
the financing requirements of the operating cycle of TSOs and the comments 
received by Consultation Document 347/2018/R/GAS, ARERA believes that a 
parameter equal to 0.8% of the value of gross RAB can also be confirmed for the 
5PRT, since it is in line with the sector average. 

Adjustment items and incentives to obtain funding  
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6.10 Concerning adjustment accounting items, ARERA confirms its proposal of 
deducting these items (capital grants received from public and private entities and 
severance indemnity fund) from the RAB. 

6.11 To encourage TSOs to compete for grants for infrastructure construction, ARERA 
also intends: 

a) to confirm the provision under which the higher remuneration paid on new 
investments entering into service from 1 January 2014 shall be calculated 
without subtracting capital grants received from public and private entities; 

b) to add new provisions that envisage: 

i. to not to deduct the value of the depreciation of any public capital 
grants as infrastructure costs from the depreciation allowance related 
to pipeline assets, for 5 years, i.e. for a value equal to 10% of the 
grant received; or 

ii. as an alternative to the preceding point i, exclusively with regard to 
grants under the Connecting Europe Facility programme 
(hereinafter: CEF), to allow a one-off target revenue supplement 
equals to 10% of the CEF grant received, in any case within the limit 
of 5% of the total value of the investment for the operation being 
subsidised.  

S 3. Comments on the criteria to be used to determine the RAB.  

7 Systematic risk (β) used to determine the rate of return on the regulated asset 
base 

7.1 In its Resolution 583/2015/R/COM of 2 December 2015, ARERA defined the 
criteria to be used to determine and update the rate of return on invested capital 
for infrastructure services in the electricity and gas sectors for the 2016-2021 
period (hereinafter: TIWACC). The TIWACC requires, pursuant to Articles 5 and 
6, that the WACC3 basic parameters common to the electricity and gas sectors and 
the gearing level be updated for the 2019-2021 three-year period; ARERA has 
initiated, by Resolution 498/2018/R/COM of 9 October 2018, a procedure for such 
updates. The level of the βasset coefficient, which reflects the systematic risk of an 
activity, is instead determined in the context of the revision of the tariff criteria. 

7.2 For 2020 on, determination of the rate of return on invested capital for the natural 
gas transmission activity takes into account the updates of the common 
parameters and the gearing level applied in 2019 pursuant to Articles 5 and 6 of 
the TIWACC, and any revisions of the βasset value. 

                                                 
3 The basic parameters are: nominal rate of return for risk-free assets, inflation level incorporated in the 
nominal rate of return for risk-free assets, inflation level used to determine nominal yield levels to calculate 
nominal profit taxes, taxation levels, country risk premium. 
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7.3 Pursuant to Article 7 of the TIWACC, the estimate of the β coefficient, 
determined as a correlation coefficient between the expected return on the stock 
market (versus the national reference index or the Euro Stoxx 600 index) and the 
expected return on risk capital over a 4 year reference period (from 2014 to 
2017)4, must be based on the analysis of data on companies in the Eurozone that 
operate in countries with high ratings, with the possibility of expanding the 
analysis sample if a statistically significant number of observations is not 
available. For the estimation of the βasset parameter, it is considered a D/E ratio 
equal to the ratio of long-term debt to total book equity value, also to avoid 
recursive effects between the β value and market capitalisation. 

7.4 Since the number of data points relating to companies in the Eurozone that operate 
in countries with high ratings is not statistically significant, the sample is 
expanded in two different ways to apply the criteria of Article 7 of the TIWACC. 

7.5 A first method includes companies that operate in the natural gas transmission 
and electricity transmission sectors but that (i) do not operate in countries with 
high ratings; or (ii) do not operate in Eurozone countries. The estimation of the 
βasset parameter for such sample is reported in Table 2 below.  

Table 2: Estimation of the βasset adjusted parameter for gas and electricity TSOs in the 2014-2017 
period. Source: ARERA’s elaboration of Bloomberg data 

 

 

7.6 A second method involves taking into account companies that operate in 
Eurozone countries that do not carry out only transmission activity, but that hold 
shares in the transmission network operators. In this respect, the companies Engie, 

                                                 
4 The parameter to estimate refers to the adjusted βasset, i.e. a β parameter corrected on the basis of the 
assumption that, over time, this value tends towards the average market β (equal to 1). Unlike raw βasset, 
which represents a historical β, the adjusted βasset parameter more correctly reflects the future trend of the 
β. 

Company

Adjusted βasset 
with reference 

to national 
index

Adjusted βasset 
with reference 
to Euro stoxx 

600 index

Snam 0.372 0.417

Terna 0.277 0.328

National Grid 0.305 0.249

REN 0.291 0.294

Enagas 0.299 0.326

Elia 0.363 0.346

Red Electrica 0.310 0.327

Fluxys 0.151 0.152

Average 0.296 0.305

Average without Fluxys 0.317 0.327
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OMV and EnBW were considered. The estimation of the βasset parameter for such 
sample is reported in Table 3 below. 

Table 3: Estimate of the βasset adjusted parameter for gas transmission and electricity TSOs, and 
for parent companies of such companies in countries with high ratings in the 2014-2017 period. 

Source: ARERA’s elaboration of Bloomberg data 

 

 

7.7 Analysis of the data reported in previous Table 2 and Table 3 shows that: 

a) the values of the βasset parameter of the companies considered reflect a 
systematic risk that is substantially comparable to that which is currently 
envisaged by sector regulation, with a higher β for the second group of 
companies, due to the presence of parent companies that operate in 
different risk contexts compared to exclusively infrastructural companies; 

b) the estimated values of the βasset parameter are influenced by the presence, 
within the sample, of the company Fluxys; this company, which has 
peculiar characteristics, both in relation to its capitalisation level and to the 
liquidity of its shares, and in relation to the regulation criteria, is dissimilar 
to the other companies in terms of systematic risk levels. 

7.8 In conclusion, the data presented above and the analysis of the historical series 
during the reference period show no evidence of an increase, in more recent years, 
in the average sectoral risk that can justify an increase in β. 

7.9 With regard to any effects on the specific risk of the transmission activity related 
to the regulatory choices covered by this document and to the initial proposals on 
service quality set out in Consultation Document 420/2018/R/GAS, the proposed 
regulatory framework does not substantially modify risk profiles with respect to 

Company

Adjusted βasset 
with reference 

to national 
index

Adjusted βasset 
with reference 
to Euro stoxx 

600 index

Engie 0.710 0.754

OMV 0.817 0.740

EnBW 0.180 0.187

Snam 0.372 0.417

Terna 0.277 0.328

National Grid 0.305 0.249

REN 0.291 0.294

Enagas 0.299 0.326

Elia 0.363 0.346

Red Electrica 0.310 0.327

Fluxys 0.151 0.152

Average 0.371 0.375

Average without Fluxys 0.393 0.397
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the current regulatory framework (in this regard, reference should be made to Part 
VI on reconciliation mechanisms and compensation mechanisms to cover the 
risks of mismatch between forecasted and actual capacities and flows); ARERA 
therefore believes that there is no change in the regulatory risk such as to entail a 
revision of the β parameter. Lastly, it should be noted that possible uncertainty 
factors relating to the macroeconomic context (such as, for example, the end of 
quantitative easing) are already factored in other parameters of the WACC. 

7.10 In light of the above, since the current value of the βasset parameter (0.364) is in 
line with the values as estimated above, and considering that, as already 
mentioned, there are no particular changes in the average risk of the sector, 
ARERA believes that the βasset parameter for the 5PRT can be kept substantially 
in line with the current one. 

7.11 Note that, to calculate the WACC, the applied βlevered value will be calculated on 
the basis of the D/E ratio which will be identified by ARERA as from 2019.  

S 4. Comments on the rate of return on the RAB, and in particular on the definition 
of the βasset. 

8 Determination of the depreciation allowance 

Regulatory asset lives 

8.1 The long-term development of the gas sector (see Section II of Consultation 
Document 420/2018/R/GAS) must be taken into account to identify the useful lives 
of assets of the transmission activity. In this respect, the Council of European 
Energy Regulators (CEER), in its study "Future role of gas from a regulatory 
perspective" (hereinafter: FROG) points out that natural gas plays a dual role: in 
the medium term, it is a key alternative source for enabling energy transition from 
more polluting fossil sources to cleaner ones, while in the long term it could also 
be progressively replaced by more environmentally sustainable energy sources. 
In the long term (beyond 2035), the prospect of a future decrease in the 
consumption of natural gas would entail a reduction in the use of the 
infrastructure, with the risk of having so-called “stranded assets”, i.e. 
infrastructure financed by the system that will be exploited for a period of time 
that is not sufficient to repay the investment. This scenario therefore entails the 
need to assess, with increased selectivity, the additional requirements of 
infrastructure development and/or renewal of existing networks, as well as the use 
of infrastructure for the injection and transmission of gases other than natural gas 
and for the integration between the electricity and gas sectors. 

8.2 In relation to the determination of depreciation, the FROG also envisages the 
possibility of reducing the regulatory useful life to accelerate the return on capital 
invested by companies and avoid intertemporal subsidies between network users. 
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8.3 With respect to these assumptions, considering that in the medium term the role 
of gas transmission infrastructure is not under discussion and, on the contrary, 
new usage prospects are emerging, related to the possible development of 
innovative integrated technological gas-electric solutions and to the injection of 
green gas into the network, ARERA believes that a shortening of useful lives, 
reflecting on the cost of the service, could paradoxically make the transition phase 
towards a sustainable energy system more costly, rather than accompanying it.  

8.4 For this reason, ARERA intends to confirm the general criteria to be used to 
determine the revenue component to cover depreciation, also confirming the 
current regulatory useful lives of the assets, as shown in Table 4 below. 

 

Table 4: Conventional tariff duration of asset categories 

Category of Assets 
Conventional life 

(years) 
Land - 
Buildings 40 
Pipeline (pipeline and branches) 50 
Compressor stations 20 
Pressure regulation and reduction systems 20 
Meters 20 
Computer systems 5 
Other tangible fixed assets 10 
Intangible fixed assets 5 
Assets under development - 

 

Depreciated assets and safety measures 

8.5 In the context of the prior Consultation Document 347/2018/R/GAS, ARERA 
expressed its intention to conduct an analysis to verify the age of assets still in use 
to ascertain whether, and to what extent, their actual useful lives are consistent 
with those used for regulatory compliance, and investigating the possible presence 
of assets that are fully depreciated but still in use.  

8.6 The average age of assets in operation5 is just over 23 years for pipelines, about 
14 years for compressor stations and just over 17 years for pressure regulation 
and reduction systems; the share of the total of fully depreciated assets is equal, 
for the above categories, respectively to 13%, 29% and 11%.  

8.7 ARERA believes that the current regulatory scheme, based in fact on the 
allowance of final costs according to the rate of return criterion (see point 3.2 
above), already provides sufficient incentives for companies to replace fully 

                                                 
5 Calculated as the weighted average of the age of the assets by the current value thereof. 
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depreciated assets and, indeed, that it may drive TSOs to replace assets that are 
still fully operational.  

8.8 ARERA believes that it is essential to reconcile safety requirements with 
investment efficiency requirements and therefore intends to assess the 
implementation of specific regulatory solutions that are based on concrete and 
systematic analysis, by the network operators, of the condition of transmission 
infrastructure and that lead to the identification of efficient paths for the 
development of replacement investments, combining safety and cost-
effectiveness.  

8.9 As a first step, ARERA intends to ask the main TSO to prepare a report that 
describes the condition of the existing infrastructure, indicating any critical issue 
related to the operation or safety of infrastructure, in particular if fully depreciated 
for tariff determination; such report should identify the resulting actions that are 
necessary (such as, for example, network replacement measures, additional 
monitoring activities, extraordinary maintenance, etc.), and highlight the costs 
and benefits of such actions, to prove the effectiveness of the solutions identified 
versus alternative solutions. 

8.10 The report will be subject to ARERA’s assessment; in any case, it should be noted 
that the investments identified in it, as part of the network security measures, are 
beyond the scope of application of the requirements for CBA (see Resolution 
468/2018/R/GAS of 27 September 2018) and, therefore, are eligible for the 
allowed tariff on the basis of the related costs (without incurring the risk of 
allowance within the limits of the benefit described in point 6.3 above).  

S 5. Comments on the determination of the depreciation allowance. 

9 Determination and update of allowed operating expenditure 

9.1 The operating expenditure allowed for 2020 is determined on the basis of the 
following elements, appropriately adjusted to take into account inflation: 

a) the actual operating expenditure allowed in the reference year; 

b) the share of the greater efficiencies (or inefficiencies) achieved during the 
fourth regulatory period (4PRT) left to TSOs. 

Determination of actual operating expenditure in the reference year 

9.2 To determine the actual operating expenditure in the reference year, ARERA 
intends to base the determination on the actual costs of companies on those stated 
in the audited accounts and separate accounts filed under the TIUC6 for the last 
financial year available at the time of submission of the tariff proposals for 2020. 

                                                 
6 Annex A to Resolution 231/2014/R/COM of 22 May 2014, as amended and supplemented by Resolution 
137/2016/R/COM of 24 March 2016. 
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Since data for 2018 will not yet be available in the audited accounts and in the 
separate accounts submitted under the TIUC at the time of submission of the tariff 
proposals (March 2019), ARERA intends to take into account the actual costs as 
stated in the audited accounts and in the separate accounts for 2017.  

9.3 Information on operating expenditure is derived: 

a) from the separate annual accounts prepared by operators in accordance 
with the Consolidated Law on accounting separation requirements (TIUC); 

b) responses to data requests specifically prepared by ARERA's Offices and 
sent to operators; 

c) an assessment of consistency with the costs of previous years to avoid the 
allowance of non-recurring costs, i.e. outlier costs in the reference year as 
a result of changes in the capitalisation policies adopted by companies. 

9.4 Allowed operating expenditure includes all recurring cost items incurred in 2017 
and attributed to the transmission service, net of costs attributable to capitalised 
assets. In this regard, if there are significant variations between the costs incurred 
in 2017 and those incurred in previous years, if not clearly justified by the 
operator, ARERA intends to assess the possibility of considering, to determine 
the actual operating expenditure, an average of the operating expenditure incurred 
in the 2015-2017 period, excluding, however, from these costs, the share of non-
recurring costs. 

9.5 The following cost items are not included in allowed operating expenditure, even 
by the allocation of shares of costs of common services and shared operating 
functions: 

a) costs relating to the rental of transmission infrastructure owned by other 
companies; 

b) provisions, other than depreciation, made to comply with tax regulations 
or to cover risks and charges;  

c) financial charges and adjustments to the value of financial assets; 

d) extraordinary expenses; 

e) charges for insurance, if not expressly required by specific legal 
obligations; 

f) charges for penalties, fines and compensation, as well as costs incurred for 
litigation if the company is unsuccessful; 

g) costs relating to the purchase of emission allowances for the Emission 
Trading system (on the criteria for allowing this cost item, see Chapter 10) 
and gas for fuel gas, network gas losses and unaccounted for gas (on the 
criteria for allowing this cost item, see Chapter 11); 

h) the costs associated with the provision of donations; 

i) advertising and marketing costs, with the exception of costs arising from 
obligations of TSOs that are not already covered by specific provisions; 
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j) costs related to the alternative transmission service of natural gas by tanker 
lorry, due to emergencies the causes of which fall within those described 
in paragraph 15.1, letter c) of the RQTG7.  

9.6 In view of the increase of the time lag between the reference year (2017) and the 
starting year of the regulatory period (2020), from 2 years of the previous 
regulatory period to 3 years, ARERA intends to assess potential increases (versus 
2017) of specific cost items (such as, for example, the costs for odorisation at 
directly connected end users) already recorded for 2018 and that underlie an 
increase in structural operating expenditure that will reflect over the entire 
regulatory period. 

Setting the level of allowed operating expenditure for 2020 

9.7 In determining the operating expenditure allowed in 2020, in line with previous 
regulatory periods, ARERA intends to leave to the TSOs a share of the greater 
efficiencies achieved with respect to the efficiency recovery objectives set at the 
beginning of the 4PRT by ARERA, confirming the principle of the symmetrical 
distribution between users and companies of the greater efficiencies achieved. 

9.8 Therefore: 

a) if greater efficiencies were achieved during the 4PRT compared to the 
efficiency improvement path set out by ARERA (and therefore the actual 
operating expenditure for 2017 is lower than the operating expenditure 
allowed for 2017, net of the share relating to the greater efficiencies 
achieved in previous years), the operating expenditure for 2020 are 
determined as the sum of the actual operating expenditure and 50% of the 
greater efficiencies achieved during the 4PRT, suitably revalued to take 
account of inflation; 

b) if, on the other hand, the companies have not achieved the efficiency 
targets set by ARERA for the 4PRT (and therefore the actual operating 
expenditure for 2017 is higher than the operating expenditure allowed for 
that year, net of the share relating to the greater efficiency achieved in 
previous years), the allowed operating expenditure is determined as the 
average of the actual operating expenditure for 2017 and the allowed 
operating expenditure for that year, suitably revalued to take account of 
inflation. 

Efficiency targets  

9.9 With reference to the X-factor, ARERA intends to define a productivity recovery 
coefficient for each company, essentially in continuity with the criteria adopted 
in previous regulatory periods. This parameter is determined with the sole 
objective of absorbing in a period of 4 years the share of the greater efficiencies 
(or possible inefficiencies) achieved in the 4PRT and included in the operating 

                                                 
7 Annex A to the Resolution 43/2018/R/GAS of 1 February 2018. 
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expenditure of the first year of the regulatory period (described in point 9.1, letter 
b) above), without therefore setting further efficiency targets. In particular:  

a) for companies that recorded actual operating expenditure for 2017 lower 
than the allowed operating expenditure for 2017 (see point 9.8, letter a) 
above), determine the efficiency target to absorb the greater efficiencies 
achieved during the 4PRT over a 4-year period; 

b) for companies with actual operating expenditure for 2017 that is higher 
than the allowed operating expenditure for 2017 (see point 9.8, letter b) 
above) determine the efficiency target to return the operator back to a level 
of efficient costs (assumed to be equal to the allowed operating expenditure 
in the reference year 2017) over a 4-year period. 

Parameter Y and operating expenditure related to new investments  

9.10 For the annual update of the allowed operating expenditure, ARERA intends to 
confirm the possibility for operators of: 

a) requesting the activation of parameter Y to adjust the level of the allowed 
operating expenditure in relation to costs arising from unforeseeable and 
exceptional events and changes in the legislative framework; companies 
that apply for the activation of this parameter must prove that these costs 
are incremental with respect to the actual costs considered in the base year 
identified in point 9.2 above, as well as the actual unpredictability and 
exceptionality of the events considered or, in case of changes in the 
legislation, any activities already carried out and any further activities that 
become necessary to comply with this new legislation;  

b) exceptionally, for building and commissioning new infrastructures, 
requesting the allowance of a revenue 𝑅𝑇  component to cover 
incremental costs if the actual operating expenditure (in year t-2 compared 
to the tariff year) is higher than the allowed operating expenditure in year 
t, to the extent that this difference in costs can actually be attributed, on the 
basis of the company’s analytical accounting data, to the operation of the 
new infrastructures; companies that apply for allowance of such 
incremental costs must provide separate accounting records and direct 
traceability to the new infrastructure built, and prove its relevance to the 
service and that these costs are incremental compared to the overall 
allowed operating expenditure (including any remaining profit sharing 
shares); these costs are allowed only if they are compatible with the 
principles of cost-effectiveness and efficiency of the service. 

S 6. Comments regarding the determination and updating of allowed operating 
expenditure. 
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10 Costs related to the Emission Trading system 

10.1 With reference to the costs for procurement of certificates of the Emission Trading 
system (hereinafter: ETS), although ARERA believes that the network operator 
must be neutral with respect to the price risk of the purchase of such certificates, 
in consideration of the uncertainty associated with the evolution of the regulation 
in this matter, ARERA deems appropriate to introduce specific regulatory criteria 
that encourage operators to adopt virtuous behaviours aimed at reducing CO2 
emissions.  

10.2 In this respect, ARERA intends to introduce a specific criterion to allow the costs 
related to the purchase of ETS certificates on the market, essentially by analogy 
with the criterion used for allowed costs related to the provision of resources to 
cover gas losses and UFG (see Chapter 11), i.e. by determining a standard quantity 
and covering the price risk associated with the provision of that quantity.  

10.3 In particular, for the first year of the regulatory period and upon the proposal of 
the TSO, ARERA will identify an appropriate driver for quantifying the ETS 
certificates required in a given year (such as, for example, the volume flowed in 
the network or the usage level of compressor stations). The annual quantity of 
ETS certificates that could be allowed for tariff determination would be 
determined as the product of unit quantity and an estimate of the driver for the 
tariff year, net of any shares obtained free of charge. The allowed annual cost 
would be determined as a monetisation of the annual quantity, determined on the 
basis of the average value, recorded in the last year available, of the prices 
resulting from the European public auctions of ETS certificates.  

10.4 For each tariff year t, ARERA intends to introduce an ex-post correction 
mechanism for the allowed cost (based on the cost allowed for year t+2) to take 
account of: 

a) any difference between the value of the estimated reference driver for the 
tariff year, and the final value of such driver; 

b) any difference between the average value of ETS prices used for valuation 
and the average value actually recorded in the tariff year. 

S 7. Comments on costs related to the Emission Trading system. 

11 Network gas losses, fuel gas and unaccounted for gas 

11.1 For network gas losses, fuel gas and unaccounted for gas, ARERA confirms the 
intention to modify the current structure where users provide such quantities in-
kind to the TSOs, requiring instead TSOs to procure the necessary quantities 
within the centralised natural gas market. The costs incurred by TSOs in 
supplying these resources will therefore be covered by the commodity-based 
charge. 
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Gas quantities allowed to cover gas losses, fuel gas and UFG 

Network gas losses 

11.2 With reference to technical network gas losses, also in relation to the objectives 
of limiting Greenhouse Gases (GHG) emissions, ARERA confirms the proposal 
of completing the regulatory framework set out in the 4PRT, that requires the 
introduction of incentives to reduce the levels of physical and accounting losses 
at the delivery points of the transmission network. ARERA intends to confirm the 
determination of the level of allowed losses through efficient emission factors per 
plant unit, on the basis of the currently applicable unitary factors shown in Table 
5. ARERA reserves the right to assess any needs to revise the emission factors as 
a result of the assessment of the results of the metering campaigns carried out by 
the main TSO to comply with the provisions of paragraph 4.5 of Resolution 
514/2013/R/GAS. 

Table 5: Efficient emission factors (Resolutions 514/2013/R/GAS and 575/2017/R/GAS) 

Note 1 - for regulation and reduction (R&R) systems and regulation and metering (REMI) stations, the 
pressure to be considered is at the plant inlet. 

Note 2 - the value indicated refers to the part of the plant inside the perimeter of the network, i.e. the 
"upstream" part of the meter for delivery points, and the "downstream" plant of the meter for entry points. 

  
Maximum operating pressure level (P) 
P≥12 bar P<12 bar 

 Emission factor 
FE 

Unit  
of measure 

Emission 
factor FE 

Unit  
of measure 

Fugitive Emissions
Pipeline  5.290 Scm/km/y 

0.529 Scm/km/y 
Knots 16,890 Scm/source/y 
PIG Stations 10,200 Scm/source/y 
R&R Stations1 10,810 Scm/source/y 
Compressor stations 4,018 Scm/MW/y - - 
Regulation and 
Metering Stations 
(REMI)1,2 

3,500 Scm/source/y 350 Scm/source/y 

Pneumatic Emissions 
Network (pneumatically 
actuated valves) 

136 Scm/source/y 
13.6 Scm/source/y 

R&R Stations  25,900 Scm/source/y 
Compressor stations 2,102 Scm/MW/y -  

Plant for measuring the 
gas composition 

1,571 Scm/source/y 157.1 Scm/source/y 

Vented Emissions 
Network, R&R and 
REMI 

204.5 Scm/km/y 20.45 Scm/km/y 

Plants 1,521 Scm/MW/y -  
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Fuel gas 

11.3 ARERA intends to confirm the rules for determining the allowed quantities of 
fuel gas, which require TSOs to define in advance, on the basis of the planned 
network arrangements, the quantities of gas necessary to cover this requirement. 

Unaccounted For Gas 

11.4 With regard to the handling of the so-called unaccounted for gas (hereinafter, also: 
UFG), ARERA, also in view of the fluctuations of UFG from one year to the next, 
intends to allow for each year of the regulatory period an average level of UFG, 
determined on the basis of the levels of UFG recorded in recent years, without 
implementing (in line with the current regulatory criteria) any quantity risk 
correction mechanism to provide an incentive for TSOs to take all necessary 
actions to improve the quality and reliability of metering data and to limit UFG 
values, with a view for a gradual reduction of such allowance. 

11.5 In particular, ARERA confirms the approach already envisaged of determining 
this standard value on the basis of the annual average value actually recorded 
during the 2014-2018 period, with the exclusion of the maximum and the 
minimum values, while also requiring this value to be updated in each year of the 
regulatory period. This proposal makes it possible to take into account annual 
fluctuations in UFG, while ensuring – with the exclusion of maximum and 
minimum values – adequate tariff stability. As an indication only, on the basis of 
the data currently available for the 2014-2017 period, the allowed UFG at system-
level would amount to 693,335 GJ. 

Assessment of fuel gas, gas losses and UFG 

11.6 As regards the assessment of the allowed quantities to cover fuel gas, gas losses 
and UFG, ARERA intends to use as basis the available quotations of the fixed 
term products with delivery to the PSV in the tariff year, taking into account the 
profile with which these resources become required. 

11.7 To maintain the companies’ risk profile unaltered in relation to these revenue 
components, ARERA confirms the proposal to introduce suitable price risk 
hedging mechanisms that can neutralise any discrepancies between the value of 
the quantities allowed for tariff determination when defining revenue components 
to cover fuel gas, gas losses and UFG8, valued at the actual procurement price, 
and the amounts collected from users through the commodity charge to cover 
these revenue components. 

                                                 
8 For the AC component only, to maintain the risk profile of TSOs unchanged, the actual quantities are 
recorded and not the quantities allowed for tariff determination. 
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11.8 Only for fuel gas, any discrepancies between the allowed quantities of gas and the 
quantities actually consumed in a year t, as already envisaged in the mechanisms 
currently in force, are balanced on the basis of the level of fuel gas for year t+2. 

S 8. Comments on the proposals for network gas losses, fuel gas and unaccounted 
for gas. 

12 Incentive criteria for infrastructure development 

Output-based incentive for the development of new transmission capacity 

12.1 ARERA confirms its proposal to overcome, albeit gradually, the current criteria 
for input-based incentives based on a premium on the rate of return, in order to 
introduce more selective mechanisms, which also takes into account the outcomes 
of the National Development Plans’ evaluations.  

12.2 Only for investments that become operational in the first part of the 5PRT (2020-
2021), ARERA intends to confirm the incentive criteria based on the premium on 
the rate of return, by implementing a transitional incentive mechanism under 
which the projects included in the Plans with a benefit/cost ratio (drawn up in 
accordance with the requirements approved by Resolution 468/2018/R/GAS) 
greater than 1.5 are eligible for the incentive mechanism that provides for an 
additional remuneration of 1% granted for 10 years.  

12.3 For projects included in the Plan which do not include all the information 
necessary for their evaluation, the application of the additional remuneration is 
suspended (the project is temporarily admitted only to the base remuneration 
provided that, in the subsequent Plan, the TSO presents all the information 
necessary for its assessment). 

12.4 Projects are excluded from the transitional incentive mechanism if they are: 

i. not included in the Plan; 

ii. included in the Plan but not falling within the thresholds for the 
application of the CBA (see Annex A of Resolution 
468/2018/R/GAS); 

iii. related to investments that the operator is required to make under 
legal and/or regulatory provisions (e.g. connections); 

iv. attributable to investments in maintenance, replacement or for 
network quality and safety. 

12.5 On an experimental basis, ARERA intends to confirm the application, exclusively 
to calculate the additional remuneration, of an incentive to increase the efficiency 
of capital expenditure, requiring that the increase in the rate of return be the lower 
value between the investment cost actually incurred and the estimated investment 
cost, as set out in the most recent Plan. 
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12.6 Concerning the investments that will become operational in the 2022-2023 period, 
ARERA intends to confirm its proposal towards overcoming input-based 
incentive mechanisms. The assumptions concerning incentive schemes to be 
applied from 2022 onwards will be the subject of subsequent consultation 
documents from 2019 onwards. 

12.7 ARERA also confirms that these documents should detail the possibility of 
implementing specific incentive mechanisms for projects or applications that are 
particularly innovative for natural gas transmission (particularly for: initiatives 
aimed at encouraging the attainment of environmental objectives, such as the 
reduction of CH4 emissions into the atmosphere, through specific mechanisms 
that encourage companies to take effective measures to control gas losses in the 
networks; pilot projects to test innovative solutions to support energy transition, 
such as the use of transmission infrastructure that concerns biomethane and other 
green gases and P2G projects or hydrogen transmission, etc.). In this regard, see 
Section II of the Consultation Document 420/2018/R/GAS concerning new uses of 
the transmission networks in relation to innovative technological solutions 
capable of providing systemic and environmental benefits to the entire energy 
sector. 

S 9. Comments on the incentive criteria. 

13 Costs for the operational network balancing service 

13.1 ARERA intends to confirm the current provisions on how to cover the costs of 
the operational (physical) network balancing service, which foresee a specific 
allowance for companies that offer the transmission service on the national 
network of pipelines. 

13.2 Due to the functioning of the economic merit balancing (see Resolution 
312/2016/R/GAS of 16 June 2016, and the related Annex A containing the 
Consolidated Regulation on Balancing, TIB) and the amendments currently being 
evaluated on the management of gas for the operation of the system (fuel gas, gas 
losses, UFG), it is no longer considered necessary for the balancing operator to 
own capacity for the operational balancing of the transmission network, except 
for the peak of hourly modulation. Therefore, ARERA confirms the proposal to 
consider in the costs related to the acquisition of storage capacity, to be included 
within the allowed costs of the transmission activity, only those related to the peak 
capacity for hourly modulation, excluding the costs related to injection and 
withdrawal peak capacity, and storage capacity for the operational balancing of 
the network. In this regard, it should be noted that in the recent consultation 
document 462/2018/R/GAS of 20 September 2018, ARERA submitted for 
consultation the procedures for the procurement of these resources within the 
centralised market managed by the GME.  
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S 10. Comments on revenues for the balancing service. 

14 Criteria to be used for the determination of target revenues for new TSOs 

New TSOs building transmission infrastructure 

14.1 ARERA confirms the proposal of introducing specific provisions to determine the 
revenues of TSOs that start their operations during the regulatory period, 
stipulating that: 

a) the determination of target revenues for the first year of actual provision of 
the service shall be based on the value of the assets relating to the fixed 
assets in the financial statements of the year prior to the year in which the 
tariff proposal is presented; 

b) any pre-operating expenditure incurred in the start-up phase is taken into 
account only to the extent that such costs have been capitalised; 

c) any IPCOs incurred up to the year of start-up of the provision of the 
transmission service shall be included, provided they are capitalised; 

d) for the first two years of activity (or, in any case, until the availability of 
final data relating to the actual operating expenditure documented by a 
representative financial statement for an entire year of operation), lacking 
reliable data regarding the amount of recurrent costs deriving from carrying 
out transmission and dispatching activities, the operating expenditure is 
proposed by the companies and subject to verification by ARERA; this 
proposal must be supported by a comparison against similar businesses or 
by evidence of procedures for minimising costs; 

e) allowed revenues shall be re-proportioned by applying the pro-rata method 
based on the period in which the service will be actually made available 
during the year. 

New TSOs set up following the reclassification of sections of the distribution network  

14.2 If a new TSO is established following a reclassification of sections of the 
distribution network, the principle of cost invariance for users of the natural gas 
system will be maintained: any reclassification of existing networks may not lead 
to an increase in the costs covered by tariffs for natural gas infrastructure services 
when such reclassification becomes operational. Existing sections of the 
distribution network reclassified as regional transmission will therefore not be 
included in the transmission tariff, unless there is an equivalent waiver, in terms 
of cost coverage, that applies to the distribution tariff. 

14.3 ARERA also intends to confirm the principle of not increasing, for the users of 
the system, the costs arising from the mere reclassification of the networks; if it 
can be proved that the reclassification of the networks results in an increase in the 
profitability of the company, ARERA reserves the right to limit the rate of return 
to ensure the same profitability that the company had before the reclassification. 
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S 11. Comments on the criteria for the determination of target revenues for new TSOs. 

15 Costs related to the transmission metering service 

15.1 With reference to the criteria to be used for the allowed costs and the 
determination of target revenues for the gas transmission metering service, 
ARERA, consistently with the criteria currently in force, intends to confirm the 
general criteria to be used for the transmission service, as described above. 

15.2 With particular reference to the risk level of the metering service, ARERA 
believes that there is no reason to apply a different value of the β parameter from 
that of the transmission service, since such activity will continue to be carried out 
by the TSOs together with the transmission service. In this regard, it should be 
noted that the proposed introduction of a revenue reconciliation mechanism for 
the metering service actually makes the risk profiles of the two businesses similar. 

15.3 With regard to updating the allowed operating expenditure relating to the 
transmission metering service, ARERA confirms that, for the update, only the 
average annual rate of change in consumer prices should be taken into account, 
without considering any recovery of productivity (X-factor), consistently with the 
criteria currently in force and in consideration of the limited margins of efficiency 
improvement in the transition phase arising from the planned reform of the 
service. 

15.4 As regards the discrepancies between the revenues determined on the basis of the 
preliminary data and the final revenues, ARERA confirms the proposal of 
considering such amounts as part of a specific revenue reconciliation mechanism 
for the metering service (see point 27.6). 
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PART III 
 

PROPOSALS ON THE DETERMINATION OF TRANSMISSION SERVICE 
CHARGES 

16 Introduction 

16.1 ARERA’s power concerning tariffs on national natural gas transmission 
infrastructures is exercised within the regulatory framework of the European 
Union, which the NRA has helped to define de iure condendo. The revision of the 
tariff regulatory criteria for the 5PRT therefore takes into account the 
development of Community legislation aimed at integrating European markets by 
identifying priority areas and corridors for the development of energy 
infrastructure, promptly implementing projects of common interest and defining 
common rules to ensure the interoperability of these areas and corridors, including 
the harmonisation of natural gas transmission tariff structures. 

16.2 In particular, the transmission service tariff system that ARERA is called upon to 
define must be consistent with the provisions of the TAR NC, aimed at 
harmonising the tariff systems within the European Union and increasing the 
transparency of the tariff structures and of the methodologies used to determine 
them, with the aim of encouraging greater integration of the gas markets. Under 
the Code, the choice of the reference price methodology is left, in compliance 
with general principles, to the discretion of the NRAs which can therefore 
autonomously implement the provisions of the TAR NC. 

16.3 According to the guidelines of the TAR NC, in defining transmission charges, 
ARERA must also take into account the need to not penalize final customers 
located in Italy and, at the same time, the need to not discourage the use of the 
national transmission network for natural gas exports. 

16.4 The main proposals of ARERA on the subject of determining charges for the 
transmission service are provided below.  

17 Identification of the services provided by the TSOs for tariff purposes 

17.1 Based on the provisions of the TAR NC, a distinction is drawn between 
transmission services and non-transmission services for tariff purposes. 

Transmission service  

17.2 Pursuant to Article 4 of the TAR NC, the reference price methodology is applied 
to the part of the revenue relating to the transmission service, i.e. the service 
whose costs are caused by the cost drivers of both technical or forecasted 
contracted capacity and distance, and are related to the investment in and 
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operation of the infrastructure which is part of the RAB for the provision of 
transmission services.  

17.3 In Italy, the transmission service is articulated into a transmission service over the 
national network and a transmission service over a regional network. With 
reference to transmission over regional networks, ARERA believes this service 
meets the requirements for being defined, pursuant to the TAR NC, a transmission 
service, so the corresponding revenue must be allocated following the reference 
price methodology.  

Operational network balancing service 

17.4 In order to guarantee the operational (physical) network balancing service, the 
TSO is required to acquire the resources necessary in terms of storage capacity, 
and the corresponding cost is allowed in the target revenues (see previous Chapter 
13).  

17.5 In continuity with the prior regulation periods, and pursuant to Article 4, par. 1, 
of the TAR NC, ARERA deems it advisable to include this allowance in the 
revenue relating to the transmission service to be recovered by capacity-based 
tariffs.  

Metering service 

17.6 ARERA is steered toward confirming the proposal of classifying the transmission 
metering service as a non-transmission service in so far as it does not depend on 
the distance cost driver. The criteria for allocating costs of this service to the users 
are explained in Part V below. 

Other services 

17.7 As regards the accessory services, as identified in the TSO Network Codes (e.g. 
allocation and transfer of capacity, invoicing, physical balancing of the network, 
gas allocation, management of transmission data, management of metering data, 
management of quality data, management of service emergencies, etc.), ARERA 
deems that these services - even though they do not depend on the capacity and 
distance cost drivers - are closely associated with the transmission service and, as 
such, are offered to transmission users together with the transmission service. 
Therefore, ARERA deems it opportune to include the costs of these services in 
the transmission services, and therefore recover their costs through transmission 
tariffs. 

17.8 ARERA deems that any additional services delivered by the TSOs, the so-called 
optional services (see Chapter 3, par. 4, of the TSO Network Code), provided 
pursuant to the provisions of the TSO Network Code approved by ARERA and 
whose costs are not included in the transmission tariff, must be classified as non-
transmission services and be provided under conditions following the 
requirements set out in the TAR NC. Therefore, the tariffs of these services must 
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be cost-reflective, objective and transparent, and charged non-discriminatorily 
directly to the beneficiaries of the service.  

S 12. Observations on identification of the services provided by the TSOs for tariff 
purposes and definition of the transmission service. 

18 Structure of the transmission service tariff 

18.1 The tariff for the transmission service includes both capacity charges (CPe and 
CPu) and commodity charges (CV and CVFC). 

18.2 Including the regional networks in the reference price methodology entails the 
need to alter the current tariff structure, and particularly contemplating that the 
CRr charge, as it currently is, will no longer be charged. 

18.3 Transmission tariff T for the annual firm transmission service for the 5PRT is 
given by the following formula: 

T = Ke * CPe + Ku * CPu + VCV * CV + VCVfc * CVFC 

where: 

- Ke is the capacity booked by users at entry point e of the national network 
(that is, cross-border point, entry from LNG, entry from storage, entry from 
national productions), expressed in Scm/day; 

- CPe is the unit capacity charge for transmission relating to bookings at 
entry point e of the national network, stated in euro/year/Scm/day; 

- Ku is the capacity booked by users at exit point u of the network (that is, 
cross-border point, exit to storage, delivery point), stated in Scm/day; 

- CPu is the unit capacity charge for transmission relating to bookings at exit 
point u of the network, stated in euro/year/Scm/day; 

- V is the quantity of gas withdrawn from an exit point u of the network, 
stated in Scm; 

- VFC is the quantity of gas withdrawn from an exit point u of the network, 
except for cross-border exit points, stated in Scm; 

- CV is the commodity charge, stated in euro/Scm; 

- CVFC is the complementary revenue recovery charge, stated in euro/Scm. 

18.4 The unit charges part of tariff T are stated with reference to a standard cubic metre 
of gas at the absolute pressure of 1.01325 bar and at the temperature of 15°C. 
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19 Allocation of transmission service costs between capacity-based and commodity-
based tariffs (capacity - commodity split)  

Revenue relating to transmission services to be recovered by capacity-based transmission 
tariffs 

19.1 In line with the provisions of the TAR NC, ARERA plans to confirm the principle 
according to which the transmission tariffs applied to the capacity are aimed at 
recovering the following items contributing to the determination of target 
revenues: 

a) adequate return on the regulatory net invested capital, including any 
additional remuneration allowed as an incentive for new investments 
sustained starting from the second regulatory period; 

b) economic and technical depreciation;  

c) costs sustained for the operational system balancing service. 

Revenue relating to transmission services to be recovered by commodity-based 
transmission tariffs 

Commodity-based charge 

19.2 With reference to variable cost recovery, it is deemed opportune to introduce a 
commodity-based charge covering variable costs that is: 

a) allocated to cover allowed operating expenditure, costs relating to the 
Emission Trading system and costs for the procurement of quantities 
covering fuel gas, gas losses and UFG;  

b) applied to the transmission network exit points (and that is, at delivery 
points, exit points to storage facilities and cross-border points).  

19.3 This proposal corresponds to Case 2 put forward in the prior consultations; for 
more information, please refer to Box 1 below. 

 

Box 1  Proposals regarding variable costs recovery 

Three alternative cases regarding variable costs recovery were proposed in 
Consultation Document 182/2018/R/GAS: 

- Case 1: definition of a commodity charge, expressed in monetary terms, to cover 
operating expenditure and costs for fuel gas, network gas losses and UFG, 
possibly differentiated between entry points and exit points. 

- Case 2: definition of a single commodity charge, expressed in monetary terms, to 
cover operating expenditure and costs for fuel gas, gas losses and UFG, applied 
to the exit points. 

- Case 3: definition of a single commodity charge, expressed in monetary terms, to 
cover only costs for fuel gas, network gas losses and UFG, applied to the exit 
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19.4 ARERA confirms its intention to define the driver for the commodity-based 
charge equal to the quantities of natural gas withdrawn from the network at 
storage exit points, cross-border exit points, and delivery points, using: 

a) in order to determine charges for year 2020, the volumes relating to year 
2018; 

b) in order to determine charges for each subsequent year t, the volumes 
relating to year t-2; 

S 13. Observations on the scope of application and the driver of the commodity-based 
charge 

Complementary revenue recovery charge 

19.5 ARERA plans to introduce a new complementary revenue recovery charge CVFC 
aimed at recovering revenue, which is: 

a) intended to manage under- and over-recovery according to the 
reconciliation mechanisms FCN and FCR for the revenues to be recovered 
by capacity-based charges, and to the reconciliation mechanism for the 
revenues to be recovered by the commodity-based charge; 

b) in line with the provisions of the TAR NC, applied at delivery points and 
at storage exit points.  

19.6 ARERA plans to require that the driver for sizing this charge is defined equal to 
the quantities of natural gas withdrawn from the network at storage exit points 
and at delivery points. Similar to what is proposed in foregoing point 19.3 for the 
commodity-based charge, ARERA plans to update this value each year. 

S 14. Observations on the complementary revenue recovery charge. 

20 Allocation between entry and exit points of costs to be recovered by capacity-
based tariffs (entry-exit split) 

20.1 ARERA intends to confirm adoption of a 40/60 entry/exit split on the national 
network revenue, in line with the proposals submitted to consultation (see 
Consultation Document 182/2018/R/GAS) and similar with what is provided for 
the transition period. The value of 40% assigned to the entry points was 
determined also taking into account the level of use of the transmission capacity 
associated with these infrastructures registered in recent year, as the maximum 
daily capacity used in each entry point (excluding storage entries). In general 

points; in this case, the allowed operating expenditure is attributed to the share of 
revenues to be recovered by capacity-based transmission tariffs according to the 
reference price methodology. 
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terms, the choice meets the objective of increasing the competitiveness in the 
supply of natural gas on the domestic market and of greater alignment of the PSV 
prices with the main European hubs, and it is believed that it can pursue the 
objectives of facilitating an optimum exploitation of the existing infrastructures 
and of ensuring adequate tariff flexibility for the final customers directly 
connected to the transmission network. 

20.2 In order to take into account inclusion of the regional network in the scope of 
application of the reference price methodology (see previous Chapter 17), it is 
deemed opportune to adopt a 28/72 split that assigns a revenue amount of 40% of 
national network revenue to the entry points, and a revenue amount equal to the 
sum of 60% of national network revenue and 100% of regional network revenue 
to the exit points. The 28/72 split was determined based on revenue approved for 
the most recent tariff years, which are believed to be representative of the relative 
weight between national network revenue and regional network revenue, even for 
the years of the 5PRT. 

S 15. Observations on the entry/exit split. 

21 Reference price methodology 

Capacity-weighted distance reference price methodology 

21.1 The reference price methodology sets the criteria for determining capacity-based 
charges. To this regard, ARERA plans to adopt the Capacity-Weighted Distance 
methodology (CWD) as described under Article 8 of the TAR NC, using a 28/72 
entry/exit split.  

21.2 This proposal is in line with Case 3 put forward in the previous consultations; for 
more detailed information, please refer to Box 2 . 

 



 

 36

Box 2  Proposals on the reference price methodology 

In Consultation Document 182/2018/R/GAS, alternative reference price methodologies 
were evaluated, with particular attention paid to whether or not to include the regional 
networks in the scope of application of the methodology; more specifically, the 
following cases were proposed: 

- Case 0: keeping the so-called “matrix” methodology, without including regional 
networks in the scope of application of the methodology for determining entry-exit 
tariffs, and application of a postage stamp tariff on the delivery points covering 
regional transmission costs; adoption of a 40/60 entry/exit split for national network 
revenue; 

- Case 1: compared to Case 0, including regional networks in the scope of application 
of the methodology for determining entry-exit tariffs, and simultaneous application 
of a 28/72 entry/exit split aimed at assigning regional network costs to the exit points 
only; 

- Case 2: adoption of the CWD methodology pursuant to Article 8 of the TAR NC, 
including regional networks in the scope of application of this methodology and 
adopting a 50/50 entry/exit split; 

- Case 3: compared to Case 2, adoption of a 28/72 entry/exit split; 

- Case 4: compared to Case 3, without including regional networks in the scope of 
application of the methodology for determining entry-exit tariffs, and application of 
a postage stamp tariff on the delivery points covering regional transmission costs; 
adoption of a 40/60 entry/exit split for national network revenue. 

 

21.3 The methodology is applied jointly to the entire network, therefore considering 
both the national network and the regional network (see point 17.2). The correct 
breakdown of revenue between the TSOs is guaranteed by the inter-TSO 
compensation mechanisms described in Chapter 26. 

21.4 Including regional networks in the reference price methodology means it is 
necessary to redefine the scope for capacity allocations. To this regard, ARERA 
confirms the intention to keep capacity allocations only at entries, cross-border 
exits, storage exits, and delivery points; therefore, there would be no more 
capacity allocations made at national domestic exit points serving offtake areas. 
Removing capacity allocations at the exit points serving offtake areas is consistent 
with ARERA’s proposals on allocation of the capacity at delivery points of the 
transmission network (see consultation document 114/2018/R/GAS of 1 March 
2018) that provide for a single “bundled product” of the exit capacity and of the 
delivery capacity and the consequent application of a single tariff charge (and no 
longer, like in the current regulatory framework, a charge at the exit points and a 
charge at the delivery points). 
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21.5 Regarding the capacity cost driver, ARERA plans to use the forecasted contracted 
capacity in a given tariff year, calculated as the weighted average of the forecasted 
contracted capacity in the two relevant gas years. The estimate is made by TSOs 
on the basis of the best information available at the time the tariff proposal is 
presented, and is subject to ARERA’s approval. This estimate must also include 
forecasts on: 

a) short-term bookings, taking into account the reproportioning on an annual 
basis and the level of the multipliers; 

b) interruptible capacity, taking into account the relevant discount applied. 

21.6 As for the distance cost driver, ARERA plans to use  

a) for the national network, the physical distance on the shortest route from 
one entry/cluster of entry point to one exit/cluster of exit point; 

b) for the regional network, the average distance from the national network 
of the delivery points underpinned to an exit area, weighted for the 
forecasted contracted capacity at these same delivery points. 

21.7 On the possibility of grouping entry points and/or exit points, basically similar to 
the current criteria , it is deemed expedient that: 

a) the 67 production entry points be grouped in 10 entry points from 
production hubs; for each hub, the distance to the exit points is determined 
considering the distance from the most representative production point in 
terms of volumes injected into the network; 

b) the approximately 7,000 delivery points be grouped in 6 exit areas; the 
distance from each entry point to each exit area is calculated as the sum of: 

i. a distance of national network, determined as the average distance 
from the entry point to the main interception and offtake points of 
the off-take area, weighted based on the flows from each main 
interception and offtake point resulting from a simulation of peak 
flows; 

ii. the regional network distance of the delivery points that can be traced 
back to the exit area. 

21.8 As regards the determination of the distance over the regional networks, even if 
the proposed driver (the average distance from the national network of the 
delivery points underpinned to an exit area, weighted for the capacities) is not 
representative of the extension of regional network underlying a tariff area, it 
however allows a proper weighting of the regional networks since it is more 
representative of the cost associated with the regional network compared to that 
associated with the national network. Distances travelled being equal, the sections 
of national network have a significantly higher costs than the sections of regional 
network due to the different characteristics of the pipeline in terms of diameter 
and pressure levels. Moreover, regional networks are highly meshed, and usually 
it is not possible to identify prevailing flows. Routes, therefore distances between 
two points, may prove to be very different depending on the different possible 



 

 38

network layouts. In this sense, adoption of a parameter of distance calculated as 
the mean value of distance of the delivery points from the national network is, as 
simplified as it may be, correct as far as the reference price methodology is 
concerned. 

S 16. Observations on the CWD reference price methodology. 

Adjustments of the transmission charges pursuant to the TAR NC 

21.9 To the charges as resulting from the application of the CWD reference price 
methodology, ARERA plans to apply minor adjustments as foreseen by the TAR 
NC, in the order explained below. 

Equalisation pursuant to Article 6, par. 4, letter b) of the TAR NC 

21.10 Similar to the current criteria, equalisation is applied to the entry points from and 
exit points to storage facilities that, starting from the storage facility-specific 
charges, determines: 

a) a single entry tariff applied to all storage entry points; 

b) a single exit tariff applied to all storage exit points. 

21.11 Application of a single entry tariff and a single exit tariff to the storage hub is 
consistent with the rules for storage capacity allocations, and offers a better 
integrated management of such service. 

21.12 Furthermore, in order to avoid outliers in the charges at domestic delivery points, 
ARERA deems it opportune to introduce an adjustment of the charges resulting 
from application of the methodology, consistently with the provisions of Article 
6, par. 4, point b) of the TAR NC, by equalising the charges relating to the 6 exit 
areas, applied to all delivery points. This adjustment is applied to a homogeneous 
group of points as defined in Article 3, par. 10 of the TAR NC, and allows - 
considering the topology of the Italian network and the mapping of the gas flows 
– avoiding penalisations attributable to the effects connected to adoption of a 
simplified approach such as the CWD methodology, thereby improving cost 
reflectivity.  

Adjustments relating to storage facilities and LNG facilities pursuant to Article 9 of the 
TAR NC 

21.13 ARERA confirms its intention to apply a discount to capacity-based transmission 
tariffs relating to storage facilities, however proposing - unlike what is specified 
in the previous consultation (Consultation Document 182/2018/R/GAS) - a 50% 
discount (instead of 100%), i.e. the minimum possible value pursuant to the TAR 
NC. ARERA in fact does not find a larger discount justifiable as a significant 
increase in other capacity charges would not turn into a direct benefit for storage 
users. To this regard, please refer to the provisions of Resolution 64/2017/R/GAS 

of 16 February 2017 according to which, starting from gas year 2017/2018, 
transmission tariffs relating to storage facilities are not applied to storage users, 
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but instead to storage operators. The cost for the transmission service from and to 
storage is, in fact, covered by revenues from storage capacity auctions or, to the 
extent in which such revenues are insufficient, by applying the additional 
commodity charge CRVOS at delivery points. 

21.14 ARERA confirms its intention not to apply any discount to the capacity-based 
transmission tariffs at entry points from LNG facilities. As referred to in the 
Consultation Document 182/2018/R/GAS, application of a discount at entry points 
from LNG might lead to a competitive advantage of these supply sources of gas 
compared to procurement via pipeline, which is considered unjustified in the 
changing national context of the gas system marked by a tendential reduction of 
the long-term procurement contracts and by the resulting increase in transmission 
capacity available, even flexibly for short-term periods. In any case, this proposal 
counts only toward determining tariffs for year 2020 since, pursuant to Article 28, 
par. 2 of the TAR NC, ARERA is required to conduct a consultation and 
afterwards adopt and publish a motivated decision on the level of this discount for 
each tariff period. 

Rescaling pursuant to Article 6, par. 4, letter c) of the TAR NC 

21.15 In order to guarantee coverage of the target revenues relating to the capacity 
charges, ARERA plans to resort to a rescaling mechanism as set out in Article 6, 
par. 4, letter c) of the TAR NC, by which the reference prices as they result from 
the CWD methodology after the adjustments pursuant to foregoing point 21.10 
are scaled by multiplying the respective values by a constant in order to guarantee 
coverage of the target revenues in connection with the forecasted contracted 
capacities . 

21.16 This rescaling mechanism is, in fact, similar to that currently used in the “matrix” 
methodology. 

S 17. Observations on adjustments of the transmission charges 

Reduction of the charges for delivery points 

21.17 What emerged from the consultation is the importance to contemplate, like the 
current criteria 9, a distinct valuation of the charges of the domestic exit points 
(i.e. applied at delivery points) for users whose delivery points are located near 
the national network, also in the case of including the regional network in the 
reference price methodology. For this reason, ARERA, also in line with the 
principles of the TAR NC that recognise distance as one of the major cost drivers, 
plans to confirm a form of reduction of the domestic delivery points tariff based 
on distance for the delivery points closer to 15 km from the national network.  

21.18 In detail, ARERA proposes to:  

                                                 
9 See reduction of the regional charge CRr based on distance pursuant to Article 12 of the RTTG. 
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a) split the delivery points into 2 clusters based on the distance from the 
national network according to the following breakdown:  

i. Group 1: up to 14.9 km;  

ii. Group 2: from 15 km. 

b) from the delivery point tariff determined as a result of the reference price 
methodology, define 2 distinct charges based on the relevant group in order 
to: 

i. apply to Group 1 a charge which is 90% of the charge applied to 
Group 2; 

ii. keep the total revenue unaltered compared to the revenue that would 
have been obtained by the application of a single charge. 

21.19 The value of the delivery point tariff determined as a result of the reference price 
methodology would therefore be indicative since it would represent the average 
weighted charge applied at delivery points.  

Assessment of the reference price methodology 

21.20 The reference price methodology must comply with the provisions of Article 13 
of (EC) Regulation 715/2009 and meet the following requirements set out in 
Article 7 of the TAR NC: 

a) enable network users to reproduce the calculation of reference prices and 
their accurate forecast; 

b) take into account actual costs incurred for the provision of transmission 
services considering the level of complexity of the transmission network; 

c) ensure non-discrimination and prevent undue cross-subsidisation; 

d) ensure that the network users within an entry-exit system are not assigned 
a significant volume risk, particularly in relation to transports across an 
entry-exit system; 

e) ensure that the resulting reference prices do not distort cross-border trade. 

21.21 It is believed that the methodology represented in this consultation document is 
consistent with the requirements of tariff transparency and replicability pursuant 
to the TAR NC since: 

a) albeit with a different entry/exit split, the methodology was proposed as a 
counterfactual methodology in the TAR NC; therefore, it was fully 
consulted and commented on in the process that led to approval of this 
Code; 

b) the methodology is based on a relatively restricted number of parameters 
and assumptions; 

c) in general terms, recovery of the sums relating to the reconciliation 
mechanisms FCR and FCN by way of a variable charge instead of them 
being included in the target revenues allows a more accurate estimate of 
the capacity charges since they are not affected by any differences between 
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forecasted contracted capacities and actually contracted capacities 
regarding the previous years. 

21.22 The methodology also ensures an adequate degree of cost reflectivity since it 
relies on the two cost drivers typically associated with the transmission service, 
i.e. the forecasted contracted capacity and the distance. From this point of view, 
it is considered that the grouping of production entry points and of domestic 
delivery points, or equalisation of the transmission charges from and to storage 
and at delivery points, cannot represent a critical issue since, even if the degree of 
cost-reflectivity is reduced, it allows greater tariff simplicity to be achieved, even 
with a high degree of network complexity, as well as a more integrated use of the 
storage service. Lastly, it is observed that the 28/72 entry-exit split adopted (see 
point 20.2 above) meets the cost-reflectivity principle since it allows the national 
network costs to be almost symmetrically divided between entry and exit points 
(40/60), and at the same time the costs of the regional networks can be correctly 
assigned to domestic users within the proposed methodology, thus avoiding the 
re-allocation of costs to cross-border exit points that would be had with a 
symmetric split.  

21.23 ARERA believes that the methodology proposed does not generate cross 
subsidies between the network users, as is also pointed out by the fulfilment of 
the cost allocation assessment between intra-system network use and cross-
system network use. From this perspective, it is also noted that including regional 
networks in a single methodology does not have the result of generating 
significant transfers of cost to cross-border points since the cost associated with 
regional networks is primarily attributed to delivery points. As regards 
equalisation of the tariffs at delivery points (see point 21.12), ARERA deems that 
this adjustment avoids outliers in the charges at domestic delivery points, 
therefore penalisations for specific exit areas attributable only to the effects 
related to the adoption of a simplified approach, such as the CWD methodology; 
moreover, this adjustment produces effects only with reference to the intra-system 
network use, without in any way altering the results of the cost allocation 
assessment pursuant to Article 5 of the TAR NC.  

21.24 With reference to volume risk, the methodology ensures an adequate stability and 
certainty of the tariff income, and limits the amount of sums to be recovered 
through reconciliation mechanisms. In relation to the specific volume risk for the 
final customers on the Italian territory connected with the potential volatility of 
the transit volumes, this is very low since, with reference to the Italian system, 
volumes of natural gas for exports only represent a small share of the total injected 
volumes (less than 1%), therefore changes in the transit volumes would entail 
minimum relative variations in the tariff income. 

21.25 As for the principle of non-distortion of cross-border trade, ARERA points out 
that, compared to the current methodology, the proposed methodology involves 
greater alignment of both entry and exit reference prices related to cross-border 
points. Reducing the gap between the minimum and maximum charges applied, 
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particularly to the entry points, also reduces distortions in the supply choices to in 
the perspective of supporting greater market competitiveness.  

21.26 Lastly, the choice to manage the regulatory account through a commodity-based 
charge, hence to increase the commodity share of the capacity/commodity split, 
and to apply this charge only to exit points moves in the direction of achieving 
greater flexibility in the use of existing infrastructure.  

S 18. Observations on the reference price methodology. 
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PART IV 
 

PROPOSALS ON FURTHER ASPECTS RELATING TO THE TRANSMISSION 
SERVICE COST ALLOCATION CRITERIA 

22 Consultation on discounts, multipliers and seasonal factors pursuant to Article 
28 of the TAR NC 

22.1 Pursuant to Article 28 of the TAR NC, at the same time as the final consultation 
carried out in accordance with Article 26, par. 1 of the Code, ARERA is shall 
conduct a consultation with the national regulatory authorities of all directly 
connected Member States and the relevant stakeholders on the following aspects: 
(a) the level of multipliers; (b) if applicable, the level of seasonal factors and the 
calculations set out in Article 15 of the TAR NC; (c) the level of discounts set out 
in Article 9, par. 2 and Article 16 of the TAR NC. 

22.2 As regards the level of discounts set out in Article 9, par. 2, i.e. the discounts 
applied to the entry points from LNG facilities, please refer to point 21.14 above.  

22.3 ARERA’s proposals on the level of multipliers, seasonal factors and discount 
applied to the interruptible capacity are given below. These proposals count only 
toward determining tariffs for year 2020 since pursuant to Article 28, par. 2 of the 
TAR NC, ARERA is required to conduct a consultation on the level of this 
discount and afterwards adopt and publish a justified decision for each tariff 
period. 

Multipliers 

22.4 ARERA is oriented toward confirming the current level of multipliers, also in 
order to create incentives for long-term bookings and to encourage use of the 
infrastructure even during off-peak periods. 

22.5 In order to ensure homogeneity in the level of multipliers applied to cross-border 
points, it is deemed opportune to extend application of the multipliers currently 
applied to entry points also to cross-border points (Table 6). 
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Table 6: Level of multipliers for the 5PRT 

  

 

Seasonal factors 

22.6 In line with the current criteria and taking into account results of the previous 
consultations, ARERA does not consider introducing seasonal factors as being 
necessary. 

Interruptible capacity 

22.7 The interruptible transmission capacity is made available by the main TSO at 
cross-border points, according to the methodology defined in its TSO Network 
Code, applying capacity charges lower than those applied to the firm capacity. 
The discount currently applied is 15%, and is determined by the main Operator in 
order to reflect the risk associated with service interruption. 

S 19. Observations on multipliers, seasonal factors and interruptible capacity. 

23 Transmission networks not interconnected with the national transmission 
network 

23.1 As regards transmission networks not interconnected with the existing 
transmission network (so-called isolated transmission networks), ARERA plans 
to confirm, in general terms, the principles set forth in the previous Consultation 
Documents, and in particular the need to allocate their cost only to the respective 
transmission service users. 

23.2 As for the methodology for determining reference prices, it is deemed that this 
methodology has to necessarily be distinguished from the one used to allocate 
costs on the national network in order to avoid that the isolated network costs 
from being charged to the gas system users not interconnected with these 
networks. In this case, in a perspective of simplification and transparency of the 
regulatory framework, it is reasonable to assume the adoption of a simplified 

Entry points
Cross-border 

exit points
Thermoelectric 
delivery points

Other exit / 
delivery points

Quarterly 1.2 1.2 - -

Monthly 1.3 1.3 2 (a) -

Daily 1.5 1.5 7 (a) -

Intra-day 1.5 1.5 - -

(a) Regulated under Resolution 512/2017/R/gas, point 1, letters b) and c).

Short-term product
Multiplier
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methodology for the isolated transmission networks, with application of a postage 
stamp tariff based on the capacity of the entry points and exit/delivery points of 
the network. 

S 20. Observations on tariff aspects related to transmission networks not 
interconnected with the national transmission network. 
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PART V 
 

PROPOSALS ON THE TARIFF STRUCTURE OF THE TRANSMISSION 
METERING SERVICE 

24 Introduction 

24.1 With Resolution 82/2017/R/GAS when the procedure for the 5PRT was started, 
among other things ARERA pointed out the need to implement a reorganisation 
of the structure and responsibilities for the provision of the metering service on 
the gas transmission network, and to define minimum functional system and 
maintenance requisites of the metering systems at the entry and exit points on 
these networks. 

24.2 With Consultation Document 413/2017/R/GAS, ARERA stated its orientation 
towards assigning the main TSO the following tasks: 

a) read, collect and validate the metering data of the flows to and from the 
network (meter reading activity), regardless of the ownership of the 
metering station; the owners of the metering station, responsible for 
installation and maintenance of the meters (metering activity), must 
therefore make these data available to the main TSO; 

b) ensure the reliability of the metering data collected; for this purpose, the 
main TSO must have the power to determine minimum metering station 
performance requirements. 

24.3 Without prejudice to the need to go forward with an overall reorganisation of the 
responsibilities and methods of delivery (minimum functional and system 
requisites, maintenance obligations, enforcement tools, etc.) of the transmission 
metering activity, which will be the subject matter of a specific consultation 
document, ARERA’s proposals on the transmission metering tariff structure are 
presented in this Part V. 

25 Metering service tariff structure 

25.1 ARERA plans to adopt a tariff structure for the transmission metering service, 
classified as a non-transmission service, in compliance with the principles set out 
in Article 4, par. 4 of the TAR NC. More specifically, tariffs must reflect the costs, 
be non-discriminatory, objective and transparent, and be applied to the 
beneficiaries of a given non-transmission service in order to reduce the degree of 
cross subsidisation between network users. With particular reference to handling 
of the metering stations owned by the end users, ARERA plans to adopt a tariff 
structure that ensures, for these users, neutrality in the choice between (i) retaining 
the asset ownership; or (i) transfer the ownership to the TSO against payment of 
a charge.  
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25.2 Based on the above, it is deemed advisable to adopt the following tariff structure: 

a) a CMT component, same as the one currently applied, to cover the meter 
reading activity (which according to ARERA necessarily remains the 
responsibility of the main TSO) and the metering under the direct 
responsibility of the TSO; this component, stated in euro/year/Scm/d, 
applies to all delivery points and is calculated as the ratio between:  

i. the capital expenditure and the operating expenditure relating to the 
metering activity, net of the capital expenditure relating to the 
metering stations at the end users; 

ii. the forecasted contracted capacities at delivery points. 

b) a CMCF component to cover the metering activity at the delivery points of 
the end users, stated in euro/year/Scm/d, applied only at delivery points 
where ownership of the metering station has been transferred to the TSO; 
the component is calculated as the ratio between: 

i. the capital expenditure relating to the metering stations at the end 
users; 

ii. the forecasted contracted capacities at delivery points of the end 
users that have transferred the metering station to the TSO. 

25.3 The CMT component is single at national level. The compensation between TSOs 
of the revenue resulting from application of the CMT is referred to the TSOs, 
which contractually define the methodology.  

25.4 End users retaining ownership of the metering station, although not required to 
pay the CMCF component, will be required to guarantee observance of the system, 
functional and maintenance requirements defined upon completion of the 
reorganisation set out in foregoing point 24.3.  

25.5 The CMCF component will be determined upon completion of a specific 
investigation into the costs relating to the metering stations transferred to the 
TSOs and the capacities associated with the relevant delivery points. 

S 21. Observations on the metering service tariff structure. 
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PART VI 
 

PROPOSALS ON REVENUE COMPENSATION AND RECONCILIATION 
MECHANISMS 

26 Revenue compensation 

26.1 Application of charges defined at national level makes it necessary to introduce a 
specific inter-TSO compensation mechanisms aimed at ensuring each TSO a 
revenue consistent with its target revenues.  

26.2 As regards the compensation of capacity charges, the inclusion of regional 
networks in the scope of application of the reference price methodology (see point 
17.2) makes it necessary to: 

a) define a revenue compensation mechanism relating to the revenues 
associated with the exit tariffs CPu (TCU), aimed at transferring the share of 
revenue pertaining to the national network from the regional TSOs (who 
would allocate capacity at delivery points, hence collecting the exit tariff) 
to the national TSOs; 

b) as a result, modify the revenue compensation mechanism relating to the 
regional network (TCR). 

26.3 To this end, the proposal to break down the exit tariff CPu into two virtual charges 
for the sole purpose of managing revenue compensation is confirmed: 

a) a virtual charge CPu
R, referring to the regional network revenue, defined 

as the ratio between the total regional network revenue and the forecasted 
contracted capacities at delivery points; 

b) a virtual charge CPu
N, referring to the national network revenue, defined as 

CPu
N = (CPu – CPu

R).  

26.4 The share of revenue pertaining to the national network, in the case of delivery 
points owned by regional TSOs, must be transferred to the national TSOs. For 
this purpose, it is possible to set a compensation amount TCU relating to the exit 
tariff CPu, that each TSO is required to transfer each month to the main TSO, 
equal to:  

𝑇 𝐶𝑃 ∙ 𝐴𝑙𝑙𝑜𝑐𝑎𝑡𝑒𝑑 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦  

26.5 Once share of revenue pertaining to the national network has been separated from 
the income associated with delivery tariffs, it is possible to confirm the current 
compensation mechanisms with reference to regional revenue aimed at ensuring 
each company an income consistent with its target revenues relating to the 
regional network. More specifically, for each TSO, the compensation amount TCR 
relating to regional network revenues would be equal to: 

𝑇 𝑅𝐸𝐹 𝑇 𝑅𝐼𝐶𝑇  
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where: 

- 𝑅𝐸𝐹  is the amount of revenues actually obtained in year t of TSO i, 
calculated by applying capacity charge CPu to the actually contracted 
capacities; 

- 𝑇  is the compensation amount of TSO i relating to exit tariff CPu; 

- 𝑅𝐼𝐶𝑇  is the amount of transmission revenue pertaining to TSO i in year 
t, calculated by applying a company-specific charge to the actually 
contracted capacities. 

26.6 In line with the current mechanisms, ARERA deems it opportune that the 
compensation pursuant to foregoing point 26.5 be managed by the “Cassa per i 
Servizi Energetici e Ambientali” (the clearing and settlement agency for the 
energy sector, hereinafter: CSEA), drawing from the “Conto squilibri 
perequazione trasporto” account. As far as the timetable for regulating 
compensation items is concerned, ARERA proposes the compensation TCR be 
carried out annually. 

26.7 ARERA believes that, similar to the current mechanisms, the following 
compensations can be referred to specific contractual agreements between TSOs: 

a) of the revenue pertaining to national network between TSOs owning the 
national network, also with reference to the compensation pursuant to point 
26.4 above; 

b) of the revenue coming from application of the commodity charge CV; 

c) of the revenue coming from application of the metering charge CMT. 

S 22. Comments on the revenue compensation criteria. 

27 Reconciliation mechanisms 

27.1 ARERA is planning on confirming, in substance, the mechanisms to cover the 
risk associated with the income deriving from application of the transmission 
charges, that is, the reconciliation mechanism covering the risk associated with 
the changes in transmission capacities allocated compared to those forecasted, and 
the mechanism to cover the risk associated with the changes in gas volumes 
actually taken off the network compared to those used for sizing variable charge 
CV. ARERA also plans to introduce a specific metering service revenue 
reconciliation mechanism. 

Functioning of the reconciliation mechanism  

27.2 ARERA intends to confirm, in substance, the current methods for determining the 
regulatory accounts FCR and FCN, aimed at managing under- and over-recoveries 
related to deviations between target revenues for year t, determined in line with 
what was previously explained in Part II, and the revenues actually obtained in 
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the same year after being properly compensated pursuant to foregoing Chapter 
26. 

27.3 In particular, such regulatory accounts are determined in order to ensure TSOs the 
income coming from application of the capacity charges in case of deviations 
between the forecasted contracted capacities relevant for the determination of 
charges CPe and CPu and the actually contracted capacities. The account also 
considers: 

a) any deviations between target revenue calculated on the basis of the 
preliminary data and the target revenue calculated on the basis of final data 
(see par. 6.6 above); 

b) revenues from application of overrun charges at entry and exit points of the 
transmission network.  

27.4 Unlike the current mechanism, which assumes that reconciliation of the 
regulatory account is carried out by including the amounts in the target revenues 
of year t+2, ARERA proposes to reconcile the regulatory account in year t+1 
using the “Conto oneri trasporto” account set up at CSEA, funded by the new 
complementary revenue recovery charge CVFC (see foregoing point 19.5). This 
would allow a shorter time lag for reconciliation and, at the same time, to limit 
fluctuations of the CVFC charge.  

27.5 Although it deems it opportune to confirm the proposal to annually update the 
driver for setting the commodity-based CV charge (see point 19.3), ARERA plans 
to confirm, similar to the current criteria, a reconciliation mechanisms for 
revenues recovered by such charge, in order to limit their volatility as regards the 
flowed gas volumes. In particular, it is deemed opportune to confirm application 
of a commodity revenue reconciliation mechanism, i.e. coming from application 
of the variable charge CV, which takes place if - as regards the reference volumes 
– actually recorded volumes exceed an absolute value of 4% compared to volumes 
used as a driver.  

27.6 As regards the transmission metering service, ARERA confirms the introduction 
of a specific regulatory account FCM, aimed at managing any deviations between 
the final target revenues for year t (determined on the basis of the final balance 
sheet relating to year t-1) and the revenue actually obtained in the same year, 
properly compensated. Unlike the reconciliation mechanisms for the transmission 
service, the reconciliation of the regulatory account would be carried out by 
including the amounts in the target revenues of year t+2.  

Management of past regulatory accounts 

27.7 With reference to the management of past regulatory accounts, meaning under- 
and over-recoveries accrued up until year 2018 and hence relevant for the tariffs 
of year 2020, ARERA plans to use these sums in order to mitigate the potential 
effects on the capacity charges coming from the altered regulatory context of the 
5PRT and to limit the resulting tariff discontinuities. This provision would be one-
time, and would concern only sums already accrued. When determining the 2020 
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tariffs, ARERA will evaluate whether the reconciliation of past regulatory 
accounts will take place in 2020 only, or whether it will take place in 2020 and 
2021, with the objective of adopting the solution that guarantees the best result in 
terms of stability of the tariff levels (to this regard, consider that the information 
provided in Part VII below is determined considering a target revenue for 2020 
net of sums related to past regulatory accounts). 

S 23. Comments on the functioning of reconciliation mechanism. 

S 24. Comments on the management of past regulatory accounts. 
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PART VII 
 

FURTHER CONSULTATION REQUIREMENTS  
PURSUANT TO THE TAR NC 

28 Introduction 

28.1 In line with the consultation requirements of the TAR NC, further data and 
information that pursuant to Article 26 of the Code must be published in the final 
consultation are made available in this Part VII. 

28.2 Please note that as they reflect specific assumptions for the forecasting of target 
revenues and capacity bookings, the estimates provided in this Part VII are to be 
considered indicative, in line with what is explicitly provided for by Article 26, 
par. 1, letter a), point iii., and letters b) and d), and therefore do not bind, in any 
way, ARERA or can constitute future assurances for the transmission users.  

29 Information on the technical characteristics of the transmission network 

29.1 In compliance with Article 26, par. 1, letter a), point i) of the TAR NC, the 
information pursuant to Art. 30, par. 1, letter a), points i), iv) and v) of the TAR 
NC is provided below: 

a) Forecasted contracted capacity at entry and exit points (Table 7); 

b) the structural representation of the transmission network with an 
appropriate level of detail (Figure 1); 

c) additional technical information about the transmission network, such as 
the length and diameter of pipelines and the power of compressor stations 
(Table 8 to Table 10). 
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Table 7: Forecasted contracted capacity for year 2020 (MScm/d) 

 
 
Source: Snam Rete Gas S.p.a.  
(*) The forecasted contracted capacity at Mazara del Vallo and Passo Gries entry points also includes the 
capacity undergoing remodulation of transmission rights over time (reshuffling) pursuant to Resolution 
666/2017/R/GAS of 28 September 2017, respectively equal to 24,150 MScm/d and 2,700 MScm/d. These 
capacities were not considered for rescaling pursuant to point 21.15. 

Entry points Exit points
Mazara del Vallo Entry (*) 51,150        NOC Western North 62,003     
Gela Entry 16,000        NOR Eastern North 238,064   
Passo Gries (CH) Entry 12,000        CEN Central 46,159     
Tarvisio (AT) Entry (*) 88,700        SOR Eastern Central-South 42,322     
Gorizia (SI) Entry 0                 SOC Western Central-South 44,817     
Melendugno TAP Entry 2,400          MER South 34,143     
LNG Panigaglia 11,000        San Salvo Exit 18,579     
LNG Cavarzere 26,400        Sabbioncello Exit 6,593       
LNG OLT Livorno 15,000        Minerbio Exit 13,186     
Hub 1 - Ripalta 116             Sergnano Exit 13,186     
Hub 2 - Ravenna 3,073          Settala Exit 6,593       
Hub 3 - Rubicone 1,143          Brugherio Exit 3,956       
Hub 4 - Falconara 4,216          Ripalta Exit 12,527     
Hub 5 - Pineto 1,929          Corte Exit 9,890       
Hub 6 - S.Salvo 81               Collalto Exit 3,661       
Hub 7 - Candela 179             Cellino Exit 676          
Hub 8 - Monte Alpi 3,144          Castel Bolognese Exit 2,388       
Hub 9 - Crotone 1,215          Bordolano Exit 9,890       
Hub 10 - Gagliano 227             Cornegliano Exit 17,820     
San Salvo Entry 22,918        Bizzarone (CH) Exit 800          
Sabbioncello Entry 8,594          Gorizia (SI) Exit 0              
Minerbio Entry 22,440        R. S. Marino Exit 400          
Sergnano Entry 21,645        Passo Gries (CH) Exit 2,767       
Settala Entry 15,756        Tarvisio (AT) Exit 0              
Brugherio Entry 3,820          
Ripalta Entry 10,981        
Corte Entry 5,252          
Collalto Entry 4,478          
Cellino Entry 827             
Castel Bolognese Entry 2,920          
Bordolano Entry 8,594          
Cornegliano Entry 13,500        
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Figure 1: Representation of the transmission network10 

 
Source: Snam Rete Gas S.p.a. 
* The entry point specified as “Melendugno” refers to the entry point from the Trans-Adriatic Pipeline 
(TAP), currently being built. 

                                                 
10 For further details on the network, please refer to the following pages of the Snam Rete Gas website: 
-http://www.snam.it/it/trasporto/Processi_Online/ReteSnamReteGas/informazioni/rete-
srg/index_rete.html 
-http://www.snam.it/it/trasporto/Processi_Online/ReteSnamReteGas/informazioni/rete-nazionale-
gasdotti/1_rete-naz-gasd.html. 
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Table 8: Length and diameter of pipelines (2018) 

 
Source: Snam Rete Gas S.p.a. 

Table 9: Power of the compressor stations 

 
Powers refer to ISO conditions: 1013.25 mBar, 15°C. Data updated on 31 December 2017. (*) The Minerbio 
and Sergnano stations are scheduled to go into service during 2018. 
Source: Snam Rete Gas S.p.a. 

 

National Regional TOT
less than 200 20                          11,013                   11,033                   
from 200 to 400 351                        9,898                     10,248                   
from 400 to 600 2,118                     2,677                     4,795                     
from 600 to 800 1,120                     906                        2,027                     
from 800 to 1,000 881                        134                        1,014                     
from 1,000 to 1,200 5,531                     0                            5,531                     
over 1,200 243                        -                         243                        
TOT 10,264                   24,627                   34,892                   

Network length (km)
Diameter (mm)

Mechanical power 
(MW)

MASERA 33.0                       
ISTRANA 67.4                       
MALBORGHETTO  91.0                       
MESSINA 154.6                     
ENNA 93.4                       
TARSIA  93.7                       
GALLESE 70.1                       
MELIZZANO 94.0                       
TERRANUOVA B. 42.5                       
MONTESANO  93.4                       
POGGIO RENATICO 68.3                       
MINERBIO (*) 24.0                       
SERGNANO (*) 36.0                       
TOT 961.3                     
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Table 10: Significant parameters for the main entry points 

 
(A) The capacity that can be allocated and the available capacity at the Mazara del Vallo and Gela points 
include 27.3 MScm/d of concurrent capacity pursuant to the TSO Network Code. (B) Firm transmission 
capacity. (C) Mean daily values year 2017, stated in millions of m3 of 38.1 MJ. 

30 Indicative information on revenue 

30.1 In compliance with Article 26, par. 1, letter b) of the TAR NC, the indicative 
information pursuant to Article 30, par. 1, letter b), points i), iv) and v) of the TAR 
NC is provided below in Table 11: 

 the target revenue of the TSO; 

 the transmission services revenue, with indication of the revenue to be 
recovered by capacity-based tariffs, and revenue to be recovered by 
commodity-based tariffs; 

 the following ratios for the transmission services revenue: 

- capacity-commodity split, meaning the breakdown between the 
revenue from capacity-based transmission tariffs and the revenue from 
commodity-based transmission tariffs;  

- entry-exit split, meaning the breakdown between the revenue from 
capacity-based transmission tariffs at all entry points and the revenue 
from capacity-based transmission tariffs at all exit points;  

- intra-system/cross-system split, meaning the breakdown between the 
revenue from intra-system network use at both entry points and exit 
points and the revenue from cross-system network use at both entry 
points and exit points calculated as set out in Article 5 of the TAR NC. 

30.2 Table 11 also shows the indicative revenue for the transmission metering service, 
classified as non-transmission service. 

Technical capacity 

year 2020 (B)

(MSm3/d)

Average daily volumes

year 2017 (C)

(MSm3)

Passo Gries 64.4 19.8                                      
Tarvisio 110.6 30.1                                      
Gorizia 4.0 0.1                                        

Mazara del Vallo (A) 106.6 51.7                                      

Gela (A) 42.7 12.7                                      
LNG Panigaglia 13.0 1.7                                        
LNG Cavarzere 26.4 18.8                                      
LNG Livorno 15.0 2.5                                        
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Table 11: Information required pursuant to Article 26, par. 1, letter b) of the TAR NC 

 
The estimate of revenue for year 2020 was made based on the following assumptions: value of the rate of 
return on the regulated asset base (WACC) equal to 5.4%, the same value in effect in 2018; value of the 
gross fixed investment deflator significant for updating the value of the assets for year 2020, equal to 1%; 
monetization of the quantities allowed to hedge gas losses, fuel gas and UFG, equal to 6€/GJ. The estimate 
also takes into account new investments that, based on the information sent by the operators, are expected 
to contribute to the value of the RAB and of the assets that deplete their useful life. 
The target revenues to be recovered by capacity-based charges were determined net of the sums relating 
to past regulatory accounts (see point 27.7). 
The indicative target revenues to be recovered by the commodity-based charge were determined by 
updating the operating expenditure allowed in 2019 with the price-cap method instead of applying criteria 
set out in Chapter 9, as all the information was not available.  

31 Indicative information on charges 

Capacity charges 

31.1 In compliance with Article 26, par. 1, letter a), points iii) and iv) of the TAR NC, 
Table 12 below shows: 

a) the reference prices approved for 2019;  

b) the indicative reference prices for 2020, calculated according to the 
methodology explained in Article 8 of the TAR NC; 

c) the indicative reference prices for 2020, calculated according to the 
methodology proposed in this consultation. 

(Values in millions of €) 2020
Indicative expected revenue of the Transmission System Operators 2,101                           

Indicative revenue relating to the transmission services 2,059                           
to recover through tariffs applied to capacity 1,758                           

to entry points 492                             
to exit points 1,266                          

to recover through tariffs applied to volumes 301                              

Capacity-volume flowed breakdown 85 / 15
Entry-exit breakdown 28 / 72
Intrasystemic-intersystemic breakdown 99.7 / 0.3

Indicative revenue relating to the non-transmission services (metering) 42                                
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Table 12: Comparison of reference prices methodologies 

 
(*) In order to ensure a consistent comparison with the methodology proposed in this consultation, the exit 
tariffs for year 2019 relating to delivery areas were redetermined considering both the regional and the 
national network revenues, using the forecasted contracted capacity at delivery points as a driver, without 
considering the effects of the reduction for the delivery points located within 15 km from the national 
network.  
Indicative charges for delivery points (PDR) resulting from application of the CWD (with entry/exit 50/50 
and 28/72) relating to year 2020, represented only for the purpose of comparison between different 
methodologies, do not take into account the reduction for the delivery points located within 15 km from the 
national network, for which please refer to Table 13 below. 

The indicative reference prices for 2020 were determined on the basis of the estimated revenue for 2020, 
using as a driver the best estimate of the forecasted contracted capacity at the time this document is 
published. The most up-to-date forecasts on capacity bookings will be used for approval of the tariffs for 
year 2020. 

 

[euro/year/Sm3/day ]

Charges approved for the 
year 2019

Indicative charges for the 
year 2020, determined 

according to the 
methodology set out in Art. 

8 of the TAR NC

Indicative charges for the 
year 2020, determined 

according to the proposed 
methodology

Δ  2019
Δ  art. 8 
TAR NC

3.797131€                     7.0€                                3.9€                                3% -44%

3.454935€                     6.4€                                3.6€                                4% -44%

0.690045€                     2.8€                                1.5€                                123% -44%

1.146643€                     2.8€                                1.6€                                37% -44%

0.798560€                     2.6€                                1.5€                                85% -44%

- 4.9€                                2.7€                                - -44%

0.578877€                     2.0€                                1.1€                                95% -44%

0.349267€                     2.8€                                1.6€                                344% -44%

0.285901€                     2.2€                                1.2€                                334% -44%

0.092522€                     1.8€                                1.0€                                970% -44%

0.131684€                     1.8€                                1.0€                                667% -44%

0.092522€                     1.9€                                1.1€                                1035% -44%

0.233335€                     2.1€                                1.2€                                410% -44%

0.252999€                     2.5€                                1.4€                                453% -44%

0.344684€                     2.9€                                1.6€                                367% -44%

0.670955€                     3.3€                                1.9€                                176% -44%

1.328570€                     4.3€                                2.4€                                80% -44%

1.709427€                     4.9€                                2.7€                                60% -44%

3.196717€                     6.0€                                3.4€                                5% -44%

0.189256€                     1.0€                                0.6€                                191% -44%

NOC Western North (*) 2.831105€                     -14% 44%

NOR Eastern North (*) 2.407965€                     1% 44%

CEN Central (*) 2.780830€                     -13% 44%

SOR Eastern Central-South (*) 2.645612€                     -8% 44%

SOC Western Central-South (*) 2.463092€                     -2% 44%

MER South (*) 2.334659€                     4% 44%

0.619650€                     0.7€                                1.0€                                66% 44%

3.598777€                     1.8€                                2.6€                                -27% 44%

1.891253€                     1.6€                                2.3€                                21% 44%

3.645859€                     1.3€                                1.9€                                -48% 44%

2.107685€                     2.0€                                2.9€                                38% 44%

0.845674€                     2.0€                                2.9€                                245% 44%

En
tr

y
Ex

it

1.7€                                2.4€                                

Hub 7 - Candela production

Hub 8 - Monte Alpi production

Hub 9 - Crotone production

Hub 10 - Gagliano production

Hub Entry storage

N
at

io
na

l e
xi

t (
PD

R
)

Hub Exit storage

Mazara del Vallo Entry

Gela Entry

Passo Gries (CH) Entry

Tarvisio (AT) Entry

Gorizia (SI) Entry

Melendugno TAP Entry

LNG Cavarzere

LNG OLT Livorno

LNG Panigaglia

Hub 1 - Ripalta production

Hub 2 - Ravenna production

Hub 3 - Rubicone production

Hub 4 - Falconara production

Hub 5 - Pineto production

Hub 6 - S.Salvo production

Bizzarone (CH) Exit

Gorizia (SI) Exit

R. S. Marino Exit

Passo Gries (CH) Exit

Tarvisio (AT) Exit
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31.2 Table 13 below shows the results of the reduction of the exit tariff applied at 
delivery points situated at a distance from the national network less than 15 km, 
in line with the proposals set out in point 21.18 above; in particular, an exit tariff 
of 90% of that applied to the other points is applied to the delivery points situated 
within 15 km from the national network. 

Table 13: National exit tariff applied at delivery points  

 

 

31.3 As regards the difference in the level of transmission tariffs between charges 
approved for year 2019 and the indicative ones for year 2020 according to the 
proposed methodology, it is noted that: 

a) this difference is mostly due to the adoption of a different reference price 
methodology, i.e. the “matrix” methodology, for year 2019, and the CWD 
methodology for year 2020; in particular, unlike the matrix methodology 
currently used, the CWD methodology attributes, with distance being 
equal, the same weight to all routes between entry and exit points since it 
does not consider (i) the different unit investment cost associated with the 
relevant pipeline sections in a given route; (ii) the allocation of a reduced 
cost share for the pipeline sections that, in the relevant flow scenario, are 
backhaul; the consequence is a change in the allocation of costs between 
entry points resulting in a tendential convergence of reference prices to the 
mean value; 

b) for entry points, a significant portion of the increase is due to the reduction 
of the forecasted contracted capacities for year 2020 compared to 2019 (-
7.9%), mostly due to the exclusion, from the forecasted contracted 
capacities considered for the rescaling pursuant to point 21.15, of the 
capacities undergoing remodulation of the transmission rights over time 
(reshuffling) pursuant to Resolution 666/2017/R/GAS11 of 28 September 
2017 (in so far as these capacities do not contribute to the obtaining of 
target revenues of the TSO); 

                                                 
11 With Resolution 666/2017/R/GAS, ARERA introduced provisions that allow the owners of long-term 
transmission capacity at cross-border points subscribed before (EU) Regulation 984/2013 came into effect 
to remodulate their transmission rights over time; in particular, this resolution provided for the right for the 
shippers to not use, totally or in part, the contracted capacity regarding gas years 2017-2018 and afterwards 
and the possibility to reuse it at the same interconnection point within the third gas year after expiration of 
the long-term contract. 

points within 15 km from 
RNG

points over 15 km from 
RNG

National exit tariff (PDR) 2.29 2.54

Indicative charges for the year 2020, determined 
according to the proposed methodology
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c) for exit points, a part of the change is due to the higher forecasted 
contracted capacities compared to year 2019 (+2.6%); 

d) part of the change, which proportionately affects all charges, is due to the 
difference between the revenue from capacity-based transmission tariffs 
estimated for 2020 compared to that approved for 2019, equal to about 
+2.9%. 

31.4 As regards the comparison between the indicative charges for year 2020 
according to the proposed methodology and those determined on the basis of the 
methodology pursuant to Article 8 of the TAR NC, it is noted that the difference 
(-44% on entry tariffs, +44% on exit tariffs) is due only to the different entry/exit 
split, equal to 28/72 in the proposed methodology (instead of 50/50). 

Commodity charges and non-transmission tariffs 

31.5 In compliance with Article 26, par. 1, letter a) of the TAR NC, Table 14 below 
shows the indicative values of: 

 commodity-based tariffs; 

 tariffs for the transmission metering service. 

Table 14: Other charges 

 
The charges were determined based on the estimated revenue for year 2020. The charge covering variable 
costs was determined using the volumes relating to year 2017 as a driver; 2018 data will be used when 
approving the tariffs for year 2020. The metering charge was determined using as a driver the best estimate 
of the forecasted contracted capacity at the time this document is published. The most up-to-date forecasts 
on capacity bookings will be used for approval of the tariffs for year 2020. 

32 Cost allocation assessment 

32.1 Table 15 below shows the results, components and details of the cost allocation 
assessment set out in Article 5 of the TAR NC, on the basis of the indicative 
charges for year 2020.  

Indicative value for year 2020

Charge covering variable costs CV (€/Sm3) 0.0035€                                                   

Metering charge CM T  (€/year/Sm3/d) 0.0903€                                                   
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Table 15: Cost allocation assessment set out in Article 5.1 of the TAR NC 

 

33 Simplified tariff model 

33.1 At the same time this consultation document is published, the main TSO, in line 
with the approach adopted in Resolution 794/2017/R/GAS of 30 November 2017, 
makes available, along with the English version of this document, a simplified 
tariff model enabling network users to indicatively calculate the transmission 
tariffs applicable for year 2020 (consistent with those presented in Table 12) and 
for the subsequent years. 

Revenue intra
cap 1,741,324,257€        Revenue intra

comm 300,436,270€           

Revenue cross
cap 16,419,481€              Revenue cross

comm 626,212€                   

Driver intra
cap 541,882,179              Driver intra

comm 167,829                     

Driver cross
cap 5,044,790                  Driver cross

comm 354                             

Ratio intra
cap 0.32% Ratio intra

comm 179013.84%

Ratio cross
cap 0.33% Ratio cross

comm 176680.67%

Comp cap 1.28% Comp comm 1.31%


