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OÜ PÕHIVÕRKScope of ITC mechanism
• The contributions of all ITC Parties to an inter-TSO 

compensation fund, intended to cover all or part of the 
ITC Parties cost for the use of national transmission 
networks for transit flows included those induced by 
cross-border trade;

• The payments from the inter-TSO compensation fund to 
each ITC Party, as compensation for the use of the 
national transmission network for transit flows included 
those induced by cross-border trade;

• The payments between ITC parties resulting from 
calculations of contributions and compensations;



OÜ PÕHIVÕRKBackground

• ETSO members signed the first voluntary ITC agreement 
in 2002 (‘CBT’).
– Remove border tariffs and increase efficiency in the IEM

• Regulation No 1228/2003 in force from 1 July 2004

• ‘CBT’ agreement 2002 – May 2007

• Interim ITC June – December 2007 
 SETSO countries joined
 Estonia joined
 Latvia, Lithuania, UK, Ireland, Northern Ireland not joined
 Czech rep., Slovakia opted out 



OÜ PÕHIVÕRKThe work of EC and ERGEG
2004-2006



OÜ PÕHIVÕRKETSO work to find the 
solution 2007



OÜ PÕHIVÕRKETSO position
on next ITC 2008-2009

Current methods not suitable for immediate guidelines:
 No ‘perfect’ technical and economical solution available, due to 

problem complexity and unclear regulation
 Then impossibility to move to any method changing significantly 

net results for countries

Restart basic work with a maximum deadline of 2 years

In the meantime, voluntary agreement for 2 years with 
ALL members (mandatory condition)



OÜ PÕHIVÕRKAgreement 2008-2009
1. Basis for the agreement

• Cost and compensation estimated on the basis of the previous 
agreements and the calculations presented to the ETSO SC in 
recent months

• Interim solution June-December 2007 
• Cost incurred by hosting cross border flows 

2. The compensation for infrastructure is fixed ex ante  
3. Compensation for losses WWT (real losses)

• Based on real flow and prices 2008-2009

4. The agreement is designed to fulfill the expectation that 
TSOs in all countries will join



OÜ PÕHIVÕRKAgreement 2008-2009

• ITC parties should sign a new agreement for 2008 
and 2009. 

• The signature will be subject to regulatory approval
• If one party does not get regulatory approval, the 

contract will not enter into force

Basis for the agreement



OÜ PÕHIVÕRKAgreement 2008-2009
Treatment of Estonia, Latvia and Lithuania (Baltic Countries):

• Due to weak connection between the Baltic and the European grid, the Baltic TSOs will 
participate as one single ITC party

• It will not be border tariff between Finland and Estonia
 The Baltic countries will collectively pay a contribution of 2,2 M€
 2,2 M€ will be divided proportionally by ownership in ESTLINK cable.

• This yearly contribution will be independent of changes in flow to and from the Baltic 
countries.

• This net contribution shall be finally fixed and shall not be affected by the volatility of losses 
or scheduled flows with Perimeter Countries.

• Estonian, Latvian and Lithuanian TSOs shall organize their respective mutual inter-
compensation mechanism under relevant contractual arrangements among them  within the 
framework of their co-operation under the principles of the EU law and respective national 
legislations.
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• 12th October 2007 in Vilnius all TSO-s are supposed to 
sign the ITC agreement for years  2008-2009 

• Until 15 November regulators should make decision

• According to our knowledge, our regulator will not 
accept the ITC costs in our tariff

• If regulators reject to include  contributions into 
national tariffs and TSO-s will not voluntarily follow 
the agreement then there will be uncertainty on the 
next year’s ITC!

Next steps



OÜ PÕHIVÕRKITC beyond 2009

• ETSO will establish a working group in November 2007 to develop a 
more sustainable solution for ITC for the future

• The scope is to provide a fair remuneration of the actual cost incurred 
as a result of hosting cross-border flows of electricity. 
 The working group should also address special pending issues such as loop 

flows and the relationships between ITC and congestion rent 
 It is further vital that the method does not create any obstacles to the IEM
 Need for changes in the Regulation will be a possible issue.  

• ETSO will be open and transparent and cooperate with  regulators, 
commission and market actors 
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Thank you,
for Your attention


