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

DIstribution systems

Country Austria Belgium Czech Republic Denmark Estonia Finland France Hungary Ireland Italy Luxembourg Poland Romania Slovak Republic Sweden UK

Regulator E-Control CREG ERU DERA ETI EMV CRE HEO CER AEEG ILR ERO ANRGN URSO STEM OFGEM

2001

Nominal risk-free rate 4,10% 4,13% 4,18% 2,42% 4,22% 2,87% 2,37% 3,87% 4,50% 4,26% 4,75% 5,45% 12,20% 3,63% 4,60% 2,75%

Dept premium 0,60% 0,70% 0,50% 0,12-1,00% 1,20% 0,60% 0,30% 0,50% 1,40% 0,41% 0,40% 2,50% 4,75% 0,00% 0,55% 1,90%

Cost of Debt 4,70% 4,83% 4,68% 2,54-3,42% 5,42% 3,47% 2,67% 4,37% 5,90% 4,67% 5,15% 7,95% 16,95% 3,63% 5,15% 4,65%

Equity risk premium 5,00% 4,20% 6,32% 5,69% 5,00% 5,00% 4,50% 4,50% 5,00% 4,00% 4,50% 5,00% 6,01% 6,19% 4,25% 3,50%

Asset beta 0,33 not applicable 0,40 0,40 0,43 0,30 not applicable 0,44 0,40 0,49 0,50 not applicable 0,90 0,68 0,13 0,00

Equity beta 0,69 1,00 0,53 1,10 0,76 0,40 1,45 0,80 0,83 0,67 0,57 1,68 1,00 0,68 0,68 1,00

Cost of Equity 7,55% 8,33% 7,53% 8,11% 8,03% 5,85% 8,88% 7,47% 8,64% 6,93% 7,30% 13,85% 18,21% 7,84% 7,49% 6,25%

Gearing 60% 67% 30% 70,00% 50% 30% 40% 50% 55% 33% 17% 30% 30% 0% 46% 63%

Tax rate 25% 7% 24% 28,00% 23% 26% 33% 16% 13% 27% 30% 19% 25% 19% 28% 30%

Nominal pre-tax WACC 6,85% 6,19% 8,34% 4,21-4,83% 7,92% 6,57% 7,75% 6,63% 7,69% 7,88% 9,61% 14,35% 22,08% 9,68% 7,99% 6,25%

Asset Base intangible assets 

+ fixed assets - 

additional 

connexion costs

fixed assets 

valued as a 

"current" 

economic 

reconstruction 

value + working 

capital

fixed assets new investments 

(after 1 January 

2005) and 

working capital

cost of debt: 3,67-

4,50%

fixed assets and 

working capital

network assets 

(net present 

value) + other 

assets (book 

value) - financial 

assets

operational 

(commissioned) 

fixed assets

fixed assets + 

work in progress 

+ 1% addition to 

RAB (regulatory 

asset base) as a 

fixed amount for 

working capital

fixed assets Regulated asset 

base for 

distribution 

companies from 

the POGC 

Capital Group 

amounts to 4 

885 964,2 PLN.

fixed assets + 

working capital

operating assets

Comments equity beta is set 

to 1. Debt is 

reimbursed on 

an actual cost 

basis which 

differs from 

company to 

company. The 

initial value of the 

Regulated Asset 

Base (iRAB) is 

calculated based 

on net book 

values at the end 

of 2002. These 

values were 

revaluated and 

subsequently 

amortized in 

order to obtain a 

"current" 

economic value 

for these fixed 

assets. 

In 2005 the tax 

rate was 26%. In 

2006 it was 24%

Companies are 

regulated by 

income-caps with 

a duration of 4-

years. There is 

one rate of 

interest for the 

companies debt 

(only cost of 

debt) and one for 

new investments 

and working 

capital (a WACC 

rate). Numbers 

are for 2005. 

DERAs decision 

has been 

appealed by the 

companies.

additional risk 

premium for 

DSOs: 1%

a detailed 

calculation will 

be made public 

in January 2007

The "relazione 

tecnica" 

(http://www.autori

ta.energia.it/docs

/04/rt005-04.pdf) 

contains every 

single detail 

about the 

calculation of the 

rate of return.  

AEEG uses a 

different formula 

for calculation of 

the pre-tax 

WACC.

1. Re. Gas 

distribution 

system:  Only 

1/2 of the 

network assets 

was accounted 

for the regulated 

asset base, so 

de facto return 

on equity is 

equal 7,18 %

Subject: For the implementation of the Regulation (EC) No 1775/2005 we want to evaluate which parameters are used for the calculation of the capital costs for the gas transmission systems in the different countries. Additionally we want to know these parameters 

for the distribution systems.
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Results of a request circulated among European Gas Regulators by E-Control on 26 July 2006

transmission systems

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

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

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

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

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

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

Asset beta not applicable 0,35 0,3-0,5 0,30 0,00 0,49 0,40 0,38 0,50 0,25 not applicable 0,66 0,68 0,13 0,00

Equity beta 1,00 0,42 0,4-0,7 0,36 0,00 0,90 0,83 0,58 0,57 0,51 1,68 1,00 0,68 0,68 1,00

Cost of Equity 7,63% 6,81% 5,42-10,64% 7,65% 0,00% 7,93% 8,64% 6,59% 7,30% 6,81% 13,42% 17,03% 7,84% 7,49% 6,25%

Gearing 67% 20% 28,00% 20% 0% 50% 55% 41% 17% 60% 0% 25% 0% 46% 63%

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

Nominal pre-tax WACC 7,05% 8,11% 6,55-9,23% 8,96% 7,75% 6,90% 7,69% 7,00% 9,61% 6,92% 16,57% 21,37% 9,68% 7,99% 6,25%

Asset Base fixed assets 

valued as a 

"current" 

economic 

reconstruction 

value + working 

capital

fixed assets Total capital = 

equity + debt

network assets 

(net present 

value) + other 

assets (book 

value) - financial 

assets

operational 

(commissioned) 

fixed assets

fixed assets + 

work in progress 

+ 1% addition to 

RAB (regulatory 

asset base) as a 

fixed amount for 

working capital

The formula to 

calculate the 

value of 

regulated asset 

base is as 

follows: asset 

base (AB) = AB 

2005 + ((I netto 

2005 +I netto 

2006)/2). The 

regulated asset 

base for 

transmission 

company 

amounts to 537 

004 000 PLN. 

fixed assets + 

working capital

operating assets values based on 

a 2001 

assessment

Comments Debt is 

reimbursed on 

an actual cost 

basis which 

differs from 

company to 

company. The 

initial value of the 

Regulated Asset 

Base (iRAB) is 

calculated based 

on net book 

values at the end 

of 2002. These 

values were 

revaluated and 

subsequently 

amortized in 

order to obtain a 

"current" 

economic value 

for these fixed 

assets. 

In 2005 the tax 

rate was 26%. In 

2006 it was 24%

According to the 

existing rules 

until January 1, 

2006 DERA had 

to secure that 

costs where not 

unreasonable 

high. For this 

purpose DERA 

made 3 interest 

rate scenarios 

(low, balanced 

and maximum). 

The numbers 

stated are 

indicating the 

used interval. 

Numbers are for 

2004.

additional risk 

premium for 

TSOs: 3%

7,75% is the real 

pre-tax WACC

a detailed 

calculation will 

be made public 

in January 2007

The "relazione 

tecnica" 

(http://www.autori

ta.energia.it/docs

/04/rt005-04.pdf) 

contains every 

single detail 

about the 

calculation of the 

rate of return.  

AEEG uses a 

different formula 

for calculation of 

the pre-tax 

WACC.

Gas 

transmission 

system: Only 1/3 

of the network 

assets was 

accounted for the 

regulated asset 

base, so de facto 

the return of 

equity is equal 

5,52%

Subject: For the implementation of the Regulation (EC) No 1775/2005 we want to evaluate which parameters are used for the calculation of the capital costs for the gas transmission systems in the different countries. Additionally we want to know 

these parameters for the distribution systems.
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