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- National Regulatory Authority of Germany

- Independent higher federal authority

- Subordinated to the Federal Ministry of of
Economic Affairs and Energy

- Founded 1998 as Regulatory Authority of
Telecommunication und Post (RegTP)

- Since 2006: Bundesnetzagentur (BNetzA) →

regulatory areas telecommunication, post, 
railways, electricity and gas

- approx. 3.000 employees

http://wiki.intranet.intern.adns/MediaWiki/images/Bundesnetzagentur_a.jpg
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- Formerly known as Investment Conditions Report

- 2019 first version of the renewed report (RFR 2018)

- Initial version in 2013, dealing with the regulatory situation in 2012

- Publication in 2013 and 2014 only as a summary

- Since 2016 complete publication of the whole report including Q&A-

Papers and Summaries 

- https://www.ceer.eu/documents/104400/-/-/bd93ab3b-de76-134d-

2374-85d3cd5c3125
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- Objective: Provide a general overview of the regulatory systems of 

electricity and gas networks in participating European countries, 

including a detailed look at the regulatory instruments and the 

conditions for investors

- 34 European countries

- 28 CEER members

- 2023: 5 ECRB members (CEER observers)

- Toolbox of used regulatory components

- Most regulatory regimes are complex and        

individually adjusted. Therefore, the report cannot give a complete 

description and comparison of all European regulatory systems
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- Report is a living document – new ideas lead to annual changes and 

adjustments

- German regulator BNetzA is not the author of the main part, only the 

editor. BNetzA evaluates the submitted tables (chapters 3-7)

- RFR as one part of a describing triangle:

- NCS: National Case Studies (Annex 5 – since RFR 2019)

- GCS: General Case Study (Annex 6 – since RFR 2022)

RFR

NCS GCS
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- Contents

- Description of the regulatory framework

- Including a fact sheet at the beginning

- Each subchapter of this chapter limited to five pages

- Economic theory and the regulatory system

- Calculation of the Rate of Return

- Regulatory Asset Base

- Depreciations

- Incentives and improvements

- Annex 4: Given values and answers of the used questionnaires in 

Excel format

- Annex 5: National Case Studies: Revenue calculations and further

descriptions of the national regulatory system (voluntary)
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- Description of the regulatory framework

- Fact sheet

- One column per network sector

- Topics: market structure, general framework, rate            

of return, regulatory asset base, depreciations

- Idea was to keep it in one page – most countries                        

were able to stay within this limitation

- Additional text with detailed description

- No structure was given here before

- Often paragraphs about the historical       

development, transparency and an outlook       

were given

- Single figures are used to form a complete regulatory picture

- Limited to five pages (reason for Annex 5)
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- Economic theory and the regulatory system

- In most cases: incentive based approaches 

- Mixture of revenue (or price) cap and specific rate of return

- Response to the drawbacks of former cost-plus regulation

- Inefficiencies have to be reduced during the current regulatory 

period (x-factor)

- In most cases the reduction has to be on the OPEX layer

- Focus on System Operators shows no big differences compares 

with transport functions
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- Calculation of the rate of return

- Mostly a WACC factor is used

- Weighted Average Cost of Capital

- Simplified Formula:  𝑊𝐴𝐶𝐶 =
𝐸𝑞𝑢𝑖𝑡𝑦

(𝐸𝑞𝑢𝑖𝑡𝑦+𝐷𝑒𝑏𝑡)
∗ 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 +

𝐷𝑒𝑏𝑡

(𝐸𝑞𝑢𝑖𝑡𝑦+𝐷𝑒𝑏𝑡)
∗ 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡

- 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 𝑝𝑜𝑠𝑡 𝑡𝑎𝑥, 𝑛𝑜𝑚𝑖𝑛𝑎𝑙 =  𝑟𝑖𝑠𝑘 𝑓𝑟𝑒𝑒 𝑟𝑎𝑡𝑒 (𝑛𝑜𝑚𝑖𝑛𝑎𝑙) +
𝑚𝑎𝑟𝑘𝑒𝑡 𝑟𝑖𝑠𝑘 𝑝𝑟𝑒𝑚𝑖𝑢𝑚 ∗  𝑒𝑞𝑢𝑖𝑡𝑦 𝑏𝑒𝑡𝑎 

- 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 (𝑝𝑟𝑒 𝑡𝑎𝑥, 𝑛𝑜𝑚𝑖𝑛𝑎𝑙)  =
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 (𝑝𝑜𝑠𝑡 𝑡𝑎𝑥)

(1−𝑡𝑎𝑥 𝑟𝑎𝑡𝑒)

- 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝑛𝑜𝑚𝑖𝑛𝑎𝑙)  =  𝑟𝑖𝑠𝑘 𝑓𝑟𝑒𝑒 𝑟𝑎𝑡𝑒 (𝑛𝑜𝑚𝑖𝑛𝑎𝑙)  +  𝑑𝑒𝑏𝑡 𝑝𝑟𝑒𝑚𝑖𝑢𝑚

Weighting factors
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- Calculation of the rate of return

- Risk free rate ~ 1,32 % on average, 

- Market risk premium ~ range 3,7 % – 8,0 % 

- Equity beta ~ range 0,6 – 1,3 

- Debt premium ~ 1,39 % on average

- Gearing ratio ~ mostly 40 – 60 %

- Often different values per network sector and per CEER or

ECRB members
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- Regulatory asset base

- Very important at the tariff calculation (multiplied with WACC for 

calculating the allowed revenues)

- Fixed assets are part of the RAB – Working capital is often not a 

part of the RAB

- Contributions from third parties and leased assets are mostly not 

part of the RAB

- Mostly RAB is not based exclusively on historical costs

- Adjustments of the RAB because of new investments or 

depreciations
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- Depreciations

- Straight line concepts are used

- Depreciation rate depending on the type of asset

- Mostly between 2 and 5 % 

- E.g. lines & pipes ~ 45 years of lifetime

- Incentives and Improvements

- Regulatory consequences of the energy crisis 

- The installation of incentive elements in the national regulatory 

regimes are assessed as one main element

- Examples: incentives for a better quality and security of supply 

or the integration of renewable energies and smart technology

- Trending hot topics: the integration of renewable energies or new 

tasks caused by changes in energy markets and climate change
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- General Case Study as a new annex since 2022

- Idea: show differences between the single regulatory systems

- Focus on common regulatory corridor

- Fictional electricity DSO with assets and costs

- Question board about regulatory system 

- Depreciation

- RAB

- WACC

- Comparison for Germany, Austria, Spain, Sweden, Greece

- Important: No judging comparison



Thank you for your attention!

www.ceer.eu

http://www.ceer.eu/
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