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German regulator sets return on equity for
electricity and gas networks for the next
regulatory period
Regulated information
BNetzA has published the future equity remuneration for all gas and electricity grid operators for the next regulatory
period (electricity 2024-2028), at a pre-tax rate of 5.07%, post-tax 4.13%. For assets commissioned before 2006, this
corresponds with a pre-tax rate of 3.51%, post-tax 2.86%.
The reduction in regulatory return on equity happens at a point in time when investment volume must continue to
grow in order to achieve accelerating climate protection targets. Today’s determination of the equity interest rate
alone would lead to a substantial reduction of annual earnings starting in 2024, which will then not be available for the
urgently needed investments in the expansion of our grid infrastructure.

By determining the regulatory return on equity, one of the elements of the regulation has been fixed by the BNetzA.
Other components affecting the future regulatory return, such as industry efficiency factor (‘Xgen’), individual system
operator efficiency factor (‘Xind’) and individual cost base are not yet fixed, but should be determined within the next
15 months. Beside these components, we expect the impact of the decrease in return on equity to be partially
mitigated by a change in regulatory regime. The German regulatory framework for onshore investment remuneration
will be transitioning from an investment measures regime to a capital cost adjustment model as from 2024. An
advantage of this new regime is that all Capex will be treated equally: there will be no distinction anymore between
investment measures and replacement projects, with the total asset values being updated on an annual basis. During
a transition period (2024-2028), specific arrangements such as the right to continue ongoing projects within the
current regime and a fixed adder (socket) for specific assets are granted.

Given the lower regulatory return on equity, the overall return for the German activities will decrease. However, we
are confident that 50Hertz’ continuous focus on operational efficiency and the transitional arrangement to the capital
cost adjustment model, will contribute to mitigate partially the negative impact. The overall return over the next
regulatory period (2024-2028) will be set when all the parameters of the regulation are determined.
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In the interest of society
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