6 November 2020

entso@®

Subject: Reactionto ACER’s preliminary position on methodologies, common rules and
terms of operation for cross-border participationin capacity mechanisms

On 23 October, ENTSO-E received ACER’s preliminary position on the following six proposals submitted for
approval on 3 July 2020, in accordance with Article 26(11) of the Regulation (EU) 2019/943 of the European
Parliament and of the Council of June 2019 on the internal market for electricity (recast) (“the Regulation
(EU) 2019/943"):

(i) a methodology for calculating the maximum entry capacity for cross-border participation as
referredto in paragraph 7 of Article 26 of the Regulation (EU) 2019/943;

(ii) a methodology for sharing the revenues referred to in paragraph9 of Article 26 of the Regulation
(EU) 2019/943;

(iii) common rules for the carrying out of availability checks referred to in point (b) of paragraph 10 of
Article 26 of the Regulation (EU) 2019/943;

(iv)  common rules for determining when a non-availability payment is due;

(v) terms of the operation of the registry as referredto in point (a) of paragraph 10 of Article 26 of the
Regulation (EU) 2019/943;

(vi)  common rules for identifying capacity eligible to participate in the capacity mechanism asreferred
to in point (a) of paragraph 10 of Article 26 of the Regulation (EU) 2019/943.

As per Article 15(2) of the ACER Rules of Procedure, and following ENTSO-E’s request for an oral hearing,
we enclose hereby our detailed comments and alternative wording and suggestions for ACER’s proposals.

They reflect our belief that some of the proposed amendments could lead to some major implementation
constrains and legalissues, especially:

- for calculating the maximum entry capacity, where the ACER’s proposed approach to consider the
contribution from non-neighbouring countries may conflict witha Member State’s choice to limit cross-
border participation to electrical neighbours;

- for availability check and eligibility, where the ACER’s proposal to introduce binding provisions could
limit a Member State’s ability to design the most suitable capacity mechanism to solve its respective
identified adequacy issue(s) and

- for revenue sharing, where the ACER proposed approach does not reflect the actual scarcity of the
interconnection as a limiting factor for adequacy.

Regarding the hearing process in general, ENTSO-E appreciatesthe opportunity ACER offers tocomment on
the envisaged amendments. However, we would like to stress that such a short period of time has been
remarkably challenging for ENTSO-E in terms of providing meaningful and complete feedback, especially
considering the extensive proposed amendments and the working conditions during the current COVID-19
pandemic. Thus, we would like to urge ACER to consider an extended hearing period for future hearings.
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Whereas

(1) This Annex sets out technical specifications for cross-border participation in capacity mechanisms
(CMs) European Network of Transmission
System Operators for Electricity (ENTSO-E) in accordance with Article 26(11) of
Regulation (EU) 2019/943 of the European Parliament and of the Council of 5 June 2019 on the
internal market for electricity® (Electricity Regulation).

(2) Article 26 of the Electricity Regulation provides a legal framework for enabling capacity providers
located in one EU Member State to participate in CMs of other Member States, and mandates
ENTSO-E to further develop certain elements of this framework. These elements
are listed in Article 1% and consist of methodologies, common rules and terms of operation,
hereinafter collectively referred to as ‘technical specifications’.

(3) These technical specifications take into account the provisions of the Electricity Regulation and the
relevant EU legislation, in particular:

a. Regulation (EU) 2019/942 of the European Parliament and of the Council of 5 June
2019 establishing a European Union Agency for the Cooperation of Energy Regulators
(ACER Regulation);

b. Directive (EU) 2019/944 of the European Parliament and Council of 5 June 2019 on
common rules for the internal market for electricity (Electricity Directive);

c. Commission Regulation (EU) 2015/1222 of 24 July 2015 establishing a guideline on
capacity allocation and congestion management (CACM Regulation);

d. Commission Regulation (EU) 2017/2196 of 24 November 2017 establishing a network
code on electricity emergency and restoration (ER Regulation);

e. Commission Regulation (EU) 543/2013 of 14 June 2013 on submission and publication
of data in electricity markets and amending Annex | to Regulation (EC) No 714/2009
of the European Parliament and of the Council (Transparency Regulation).

(4) These technical specifications provide the first step towards a pan-European
framework for cross-border participation in CMs. This does not mean full harmonisation of CM
rules across the Member States, but rather setting up a level playing field between all capacity
providers intending to participate in a given CM, regardless of their location. This requires non-
discriminatory treatment of foreign and domestic capacity providers. In particular, this means
applying equivalent criteria where this is possible and appropriate.

G

~

Achieving this objective relies on effective cooperation
between the relevant actors in implementing these technical specifications, in particular ENTSO-
E, transmission system operators (TSOs), capacity mechanisms operators (CM operators) and the
regional coordination centres (RCCs).

6

~

To this aim, these technical specifications require further detailed arrangements by way of bilateral
agreements between the relevant TSOs and/or CM operators, taking national particularities into
account. Such arrangements also include coordination between the RCCs, for calculating the

1[2019] OJ L 158/54.
2 References to Articles are to be read as references to Articles of this Annex, unless explicitly stated otherwise.
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ENTSO-E agrees that these methodologies aim at creating
an EU framework for cross-border participation in CMs.
However, these should not become the reference to
which existing or future CMs must comply with by
default. This would endanger the principle of subsidiarity:
MSs must be allowed to decide on the best suited design
to solve their identified adequacy issue(s).

In addition, implemented CMs have different designs as
they aim at different targets. Therefore, the mention of
harmonisation or the need for justifications in case of
differences are irrelevant.

This comment relates to the issues ENTSO-E has identified
with binding provisions for availability checks and
eligibility.
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maximum entry capacity and issuing recommendations in that respect. \In order to comply with
exeeute-the technical specifications, TSOs may engage in a collaboration with DSOs to ensure the
good execution of this Proposal. A transition period can be foreseen during which only TSOs
address the tasks mentioned in this Proposal. This transition period shall end when the cooperation
framework needed to involve all relevant DSOs is achieved.the FSOs-may-alse-collaborate-with-the
dictributio am onarator NSO 3 a)
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Regulatory authorities play a key role in supporting the implementation of these technical
specifications in their respective Member States. In particular, they should foster cross-border
cooperation between their respective TSOs and/or CM operators; and oversee the conclusion of
bilateral agreements in that matter. Where required, they should also support the Member States in
a timely adaptation of the existing CM frameworks to enable effective and non-discriminatory
cross-border participation. This includes providing for adequate administrative arrangements for
the enforcement of non-availability payments as well as verifying that the maximum entry
capacities are calculated in line with Title 2 of these technical specifications, as stated in Article
26(12) and Article 26(13) of the Electricity Regulation. Where considered appropriate by the
regulatory authorities or the Member States, this may also include other aspects of the
implementation, such as overseeing data compliance in relation to the registry or ensuring
appropriate handling of any disputes which may arise from cross-border participation in CMs.

Resource adequacy studies, in particular the European resource adequacy assessment (ERAA),
provide relevant information about the contribution of bidding zones to security of supply in other
bidding zones. In particular, by estimating the expected availability of interconnection and the likely
concurrence of system stress between bidding zones, the ERAA enables an accurate calculation of
the maximum entry capacity for cross-border participation in CMs.

Transparency and monitoring are essential for ensuring accountability of ENTSO-E, the TSOs, the
CM operators and the regional coordination centres (RCCs), as well as increasing stakeholders’
understanding of their respective mandates and deliverables. To this aim, the technical
specifications impose transparency requirements related to cross-border participation in CMs. This
not only aims to ensure a transparent implementation of cross-border participation in CMs but also
promotes fully transparent operation of ENTSO-E and the RCCs, as mandated by Article 41(2) of
the Electricity Regulation.
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TITLE 1 General provisions

Article 1. Structure

1. These technical specifications consist of the following titles corresponding to the deliverables listed
in Article 26(11), paragraphs (a) to (f), of the Electricity Regulation:

Title 2 sets out the methodology for calculating the maximum entry capacity for cross-border
participation, in accordance with paragraph (a).

Title 3 sets out the methodology for sharing the revenues arising through the allocation of
entry capacity, in accordance with paragraph (b).

Title 4 sets out the common rules for carrying out availability checks, in accordance with
paragraph (c).

Title 5 sets out the common rules for determining when a non-availability payment is due, in
accordance with paragraph (d).

Title 6 sets out the terms of the operation of the registry of eligible capacity providers, in
accordance with paragraph (e).

Title 7 sets out the common rules for identifying foreign capacity eligible to participate in a
given CM, in accordance with paragraph (f).

Article 2. Definitions

1. For the purpose of the technical specifications, the definitions in Article 2 of the Electricity
Regulation, Article 2 of the CACM Regulation, Article 2 of the Transparency Regulation and
Article 2 of the Electricity Directive shall apply.

2. In addition, the following definitions and acronyms shall apply. In the event of any inconsistency
between the following definitions and the definitions pursuant to paragraph (1)%, the latter shall
prevail.

(a) ‘activation’ means the process in which the CMU contracted in a CM delivers energy or
reduces energy consumption upon request by the TSO or in
particular system conditions during the delivery period.

(b) ‘availability” means the readiness of the CMU contracted in the CM.

(c) ‘availability checks’ means actions taken by the TSO in order to establish the availability
of a contracted CMU for a given CM.

(d) ‘availability commitment’ means the commitment for availability undertaken in a given
CM for a given MTU

3 References to paragraphs are to be read as references to paragraphs within a given Article of Annex I, unless explicitly stated
otherwise.
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ACER deleted the proposed provisions on cost coverage
which ENTSO-E deems crucial to successfully implement
cross-border participation.

According to our lawyers, the Regulation leaves room for
cost coverage provisions (even if not explicitly
mentioned):

- the deletion of the cost coverage provisions could be
interpreted as impeding the aim of the Regulation: having
a fully functioning and interconnected internal energy
market as this deletion would slow down the
implementation;

- the deletion would contravene CEP Article 26(1), which
establishes that CMs shall be open to direct cross-border
participation, as without cost coverage provisions, it
endangers the participation of capacity providers in
neighbouring MSs since the local TSO has no guarantee
that the related costs would be covered. This issue is even
more important for TSOs where no CM is implemented or
expected as they must develop a whole system only for
(a) neighbouring CM(s);

- the deletion goes against the aim of this Proposal, which
is to implement cross-border participation in CMs.

Should ACER still reject these provisions directly in the
methodologies for legal reasons, ENTSO-E invites ACER to
announce their intent to issue a recommendation on this
topic to support the process of setting bilateral
agreements soon after the approval of these
methodologies.
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(e)
U]
(9)

(k)
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‘CCR’ means capacity calculation region pursuant to the Electricity Regulation.
’CM’ means capacity mechanism pursuant to the Electricity Regulation.

‘CM border’ means an oriented border from an origin bidding zone to a destination bidding
zone, whereby:

i. the two bidding zones may or may not have direct network connection;
ii. the CM applies in the destination bidding zone; and

iii. the following formalism applies: the CM border is between a foreign bidding zone
BZ; and a bidding zone BZ,, for the CM of BZ.y,.

’CM contract’ means a contract based on which a capacity provider receives remuneration
for its availability.

’CM operator’ is the entity operating the CM (in the Member State applying the CM).

‘CMU’ means a capacity market unit which ;-it-is a single unit or a group of aggregated
units used by a capacity provider to fulfil its capacity commitment.

’delivery period’ means the period during which the availability commitment applies.

’domestic’ relates to a Member State, bidding zone or control area applying the CM.

(m) ‘EIC” means ‘energy identification code’ of the coding scheme developed and managed by

(m

(0)

(9]
(@

Q)

®

ENTSO-E.

eligibility’ means [compliance with full-technical performance as required by the CM in
which the capacity provider intends to participate.

‘eligible capacity-provider’ means a capacity provider-which fulfils the eligibility criteria
for cross-border participation in a given CM pursuant to Title 7 and national market rules.]

‘ENS’ means ‘energy not served’ pursuant to the ERAA methodology.

’entry capacity’ means any kind of cross-zonal access rights, which can be allocated to
enable eligible foreign capacity providers to participate in a CM for a given delivery period.

‘ERAA’ means European resource adequacy assessment pursuant to Article 23 of the
Electricity Regulation.

‘ERAA methodology’ means methodology for the European resource adequacy assessment
related to Article 23(3) of Reqgulation 943/2019 and approved by ACER under article 27 of
this Regulation. ist F :

‘foreign’ relates to a Member State, bidding zone or control area where a capacity provider
(or a CMU) is located. This Member State, bidding zone or control area is outside the
Member State applying the CM, in which the capacity provider intends to participate.

(u) “foreign TSO’ is the TSO of a Member State, bidding zone or control area outside the

Member State applying the CM, where a capacity provider (or a CMU) is located.
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3.

(V) \'T'orei«_vn capacity provider' relates to capacity provider that offers CMU located in MS
outside of the MS applying the CM, in which the capacity provider intends to participate. |

£4(w) ‘markets considered for availability checks’ means any market considered when
assessing the availability of contracted CMU participating in the market, pursuant to Article
12(1).

fwi(x) ’maximum entry capacity’ means the maximum allowed entry capacity on a given CM
border for a given delivery period.

£9(y) _‘MTU’ means market time unit pursuant to the Transparency Regulation.

&A(z) _‘non-availability volume’ means the difference between the capacity subject to
availability commitments for a given delivery period and the amount of capacity available
for each CMU (as resulting from availability checks).

{z)(aa) ‘non-availability payment’ refers to any penalty that is charged to the capacity provider
for each CMU due to non-availability volume.

{aa)(bb) ‘NRAAs’ means national resource adequacy assessments pursuant to Article 24 of
the Electricity Regulation.

{bb)(cc)  ‘RCC’ means regional coordination centre pursuant to the Electricity Regulation.

{ee)(dd)  ‘reference period’ means the period during which the availability checks are carried
out, pursuant to Article 12(3).

{dd)(ee)  ‘registry’ means a digital platform set up for the purpose of registering capacity
providers as eligible, pursuant to Article 26(10)(a) of the Electricity Regulation.

{ee)(ff) ‘registry user’ means an entity having access to the registry, pursuant to Article 19(2).

H)(00) ‘system stress’ refers to a time of system stress in line with Article 22(1) of the
Electricity Regulation. System stress may refer to either

i. a forecast of system stress events for a target year when calculating the maximum
entry capacity; or

ii. asystem stress event formally notified by the CM operator within the operation of
a given CM.

{gg)(hh) ‘target year’ means a future year for which a CM auction open to cross-border
participation is expected to take place (for a given CM).

{hR)(11) ‘TSO’ means transmission system operator pursuant to the Electricity Directive.

In these technical specifications, unless the context requires otherwise:

(a) the singular indicates the plural and vice versa;

(b) the table of contents and headings are inserted for convenience only and do not affect the
interpretation of the technical specifications; and

(c) any reference to legislation, regulations, directive, order, instrument, code or any other
enactment shall include any modification, extension or re-enactment of it then in force.
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Article 3. Implementation period

1. These technical specifications shall be implemented once cross-border participation
is enabled by the regulatory
frameworks of the relevant Member States, subject to paragraphs (2) and (3).

2. Title 2 shall be implemented once the RCCs are established and the ERAA results are available.

3. The registry shall be in operation by 5 July 2021 in line with Article 26(15) of the Electricity
Regulation.

4, ENTSO-E shall review the relevant Titles of these technical specifications two years after their first
application and shall report to ACER any possible amendments. This review is without prejudice
to Article 27(4) of the Electricity Regulation.

5. ENTSO-E shall assess whether the implementation of these technical specifications may lead to
cybersecurity risks. If it is the case, ENTSO-E shall report on any such risks and the proposed
mitigation measures to ACER in a timely manner.

6. ENTSO-E and RCCs shall provide ACER with data enabling ACER’s monitoring tasks.
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scope of application of these methodologies, which is the
“target model” stated in the aforementioned Regulation:
“direct cross-border participation of physical assets able
to provide equivalent technical performance”.]
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TITLE 2 Methodology for calculating the maximum entry capacity

Article 4. General rules

1. Pursuant to Article 26(7) of the Electricity Regulation, RCCs shall calculate the maximum entry
capacity available for the participation of foreign capacity providers in a given CM and issue a
recommendation to the TSOs. The calculation shall be done annually for each CM border, taking
into account the expected availability of interconnection and the likely concurrence of system stress
in the system where the CM is applied and the system in which the foreign capacity providers are
located.

2. The calculation of the maximum entry capacity shall be consistent with the ERAA methodology.
Pursuant to the ERAA methodology, ENTSO-E shall provide the relevant RCCs with all the ERAA
data required for the calculation of the maximum entry capacity in a timely manner.

Article 5. Calculation of the maximum entry capacity

1. For a given CM and target year, the RCC shall calculate the maximum entry capacity for each
considered CM border as follows.

2. The TSO(s) of the Member State applying the CM shall provide the RCC with a list of all foreign
bidding zone(s), or parts thereof, located in those Member States which are allowed to participate
in its CM in a given target year, in line with the CM rules and, where applicable, subject to Member
State’s decision pursuant to Article 26(2) of the Electricity Regulation.

3. The RCC shall define considered CM borders as all the pairs of
(a) bidding zone(s) from the list pursuant to paragraph (2); and
(b) bidding zone(s), or parts thereof, located in the Member State applying the CM (i.e. BZy).

4. For the purpose of calculating maximum entry capacity, the RCC shall use:

(a) the latest available ERAA study based on the central reference scenario with CMs, if it
fulfils the reliability standard of BZ,; or

(b) another recent study relying on similar methodology and assumptions (e.g. the latest
available NRAAs), for which the reliability standard is fulfilled for BZ, and the
considered target year. This other study may be calibrated to ensure that the reliability
standard is fulfilled, by adding fully available* generation capacity for the
given target year.

The RCC shall rely on a single study to calculate maximum entry capacities over all considered CM
borders.

5. The RCC shall define system stress MTUs for the bidding zone in which the CM applies (BZ¢y).
based on all the Monte Carlo sample years (describing the given target year) from the study pursuant
to paragraph (4). System stress MTUs shall at least include the MTUs of the CM delivery period

4 With 100% availability (i.e. no outage).
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for which ENS is positive in BZ.,,. System stress MTUs may include additional MTUSs, if properly
justified by the RCC. The system stress MTUs shall be the same for all considered CM borders
which have the same destination bidding zone.
6. For each considered CM border, the RCC shall calculate the maximum entry capacity as follows:
(a) Define a harmonised approach to calculate contributions to maximum entry capacity.

i. The contributions to maximum entry capacity shall be calculated pursuant to
Article 6 (net positions); or

ii. [if the calculation of maximum entry capacity only considers bidding zones with
direct connection with BZ,, the contribution to maximum entry capacity may be
calculated pursuant to Article 7 (cross-zonal exchanges).

(b) For each system stress MTU defined pursuant to paragraph (5), compute the contribution
to maximum entry capacity using the harmonised approach referred to in paragraph (a).

(c) Calculate the maximum entry capacity as the average of the contributions to maximum
entry capacity over all system stress MTUs. If the maximum entry capacity is negative, set
it to zero.

(d) The RCC may adjust the maximum entry capacity in case the following cumulative
conditions are met:

i. BZ; spans multiple Member States;
ii. part(s) of BZ; are excluded from the calculation of maximum entry capacity;® and

iii. the excluded parts of BZ; are expected to account for a significant share of the
maximum entry capacity.

This adjustment shall endeavour to more accurately reflect the actual contribution from
those part(s) of BZ; which are considered for participation in the CM of BZ¢, .6

7. The RCC recommendation to TSOs pursuant to Article 26(7) of the Electricity Regulation shall be
made for each considered CM border and shall at least include the following information:

(a) main assumptions underlying the calculation of the maximum entry capacity;
(b) calculated maximum entry capacity; and

(c) distribution of contributions to maximum entry capacity over all defined system stress
MTUs.

8. In line with Section 15.3 of Annex | to the Electricity Regulation, the RCC shall provide a
calculation for each CM border where

5 As a result of a decision by the Member State applying the CM pursuant to Article 26(2) of the Electricity Regulation, last
sentence.

6 See footnote 5.
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(a) the destination bidding zone, or parts thereof, is located in the Member State applying the
CM; and

(b) the origin bidding zone belongs to the same system operation region’ as the destination
bidding zone from paragraph (a).

9. For those CM borders which do not constitute ‘considered CM borders’ pursuant to paragraph (2),
the RCC may calculate the entry capacity as follows

MECcy poraer(target year) = 0
Where
e MECcy poraer(target year) is the maximum entry capacity of the given CM border and target

year;

Article 6. Contribution to maximum entry capacity based on net positions

1. For each defined system stress MTU, the RCC shall calculate the contribution to maximum entry
capacity from BZ; to BZ.,, as follows:

(a) Calculate the global net position of each bidding zone BZ , which is origin or destination
of any considered CM border, as

[NPBZ,global]MTU
= [injectionsgy |yry — [Withdrawalsg; | yry

— Z [Commercial exchangeg, —>sz]
BZj excluded

MTU

Where
®  [NPgz gioparlmry is the global net position of BZ  for the considered system stress MTU;
e [injectionsg;]|yry is the sum of all injections into BZ ;

o [withdrawalsg;]yry is the sum of all withdrawals from BZ

. [Commercial exchangegy; -»sz] is the commercial cross-zonal exchange from BZ to
MTU

BZ;, which is excluded from the calculation pursuant to paragraph (2) and which has a bidding
zone border with BZ . A positive value means that BZ is exporting, whereas a negative value
means that BZ is importing; and

. ZBZj excluded [Commercial exchangeg, _,sz]MTU is the sum of commercial exchanges on

all bidding zone borders between BZ  and bidding zones excluded from the calculation.

7 Defined pursuant to Article 36 of the Electricity Regulation.
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Furthermore, when applying the method in Art 7, the
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(b) In case BZy, globally exports?, Commented [A21]:
Type3
i. If BZ; globally imports, the (negative) contribution shall be equal to:
ENTSO-E believes that the footnote is wrong.
Net position; If a BZ is a NET EXPORTER then its GLOBAL NP > 0

[BZ; » BZ¢ylmru = — [ If a BZ is a NET IMPORTER then its GLOBAL NP < 0

Net position e
p BZcm X.j Net position; MTY

Where:

e [BZ; = BZ:pm|ury is the contribution from BZ; to BZ,, for the considered
system stress MTU;

e Net positiongg,,, is the (positive®) global net position of BZc,, for the
considered system stress MTU;

e Net position; is the (negative) global net position of BZ; for the considered
system stress MTU,;

e |Net position; is the (negative) global net position of any globally importing
bidding zone for the considered system stress MTU; Commented [A22]:
Type 2

e Y Net position; is the sum of global net positions of globally importing ) _ o
S R The index ‘j' above stands for the excluded bidding zone,
bidding zones for the considered system stress MTU. recommend using different index.

ii. If BZ; globally exports (or has a global net position equal to zero), the contribution
shall be zero.

(c) In case BZ, globally imports,

i. If BZ; globally imports (or has a global net position equal to zero), the contribution
shall be zero.

ii. If BZ; globally exports, the (positive) contribution shall be equal to:

Net position;

[BZ; —» BZcylury = — [Net positiongg,,, * 27]' Net position, MTU

Where:

e [BZ; = BZcy]ury 1S the contribution from BZ; to BZ.y, for the considered
system stress MTU;

e Net positiong,,,, is the (negative'®) global net position of BZ¢,, for the
considered system stress MTU;

e Net position; is the (positive) global net position of BZ; for the considered
system stress MTU;

8 global import (respectively export) refers means that the global net position is (respectively:

)
9 Because BZ¢y, is exporting.

10 Because BZy, is importing.
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e Net position; is the (positive) global net position of any globally exporting
bidding zone for the considered system stress MTU;

e Y, Net position; is the sum of global net positions of globally exporting
bidding zones for the considered system stress MTU.

(d) In case the global net position of BZ.,, is equal to zero, the contribution from BZ; shall be
zero.

2. Each foreign bidding zone, which is not part of any considered CM border, shall be excluded from

the calculation of the contribution to maximum entry capacity. In this case, the global net position
of the excluded bidding zone shall be set to zero in the formulas set out in paragraph (1)(b) and (c).

Article 7. Contribution to maximum entry capacity based on commercial cross-zonal
exchanges

1. For each defined system stress MTU, the contribution to maximum entry capacity from BZ; to
BZ shall be equal to

[BZ; = BZcylury = [Commercial exchangegziquCM]MTU

Where

o [BZ; - BZcy]ury IS the contribution of BZ; to BZ), for the considered system stress MTU
and CM border;

o [Commercial exChangeBZi—’BZCM]MTU is the commercial cross-zonal exchange on the

bidding zone border from BZ; to BZ.). A positive value means that BZ, is importing,
whereas a negative value means that BZ, is exporting.

Article 8. Transparency requirements

1. The calculation of the maximum entry capacity shall be fully transparent in order to facilitate
stakeholders’ understanding regarding the inputs, data, assumptions and the results.

2. To this aim, for each calculation of maximum entry capacity, the RCC shall publish on its website
at least the following:

() input data:

i. an overview of the study pursuant to Article 5(4), including at least the underlying
high-level assumptions;

ii. if applicable, calibration conducted in line with Article 5.4(b) and its underlying
assumptions; and

iii. approach used to estimate the contributions to maximum entry capacity;
(b) output data:
i. Member State of the CM;

ii. EICsof BZ;y, and BZ;;
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iii. target year;
iv. calculated maximum entry capacity; and

v. distribution of contributions to maximum entry capacity over all system stress
MTUs (only for considered CM borders in line with Article 5(2)).
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TITLE 3 - Methodology for sharing the revenues arising from the allocation of entry
capacity

Article 9. |Revenue-sharing

1. Pursuant to Article 26(9) of the Electricity Regulation, any revenues arising through the allocation
of entry capacity shall accrue to the TSOs concerned. Where CMs reciprocally allow for direct
cross-border participation of physical assets capable of providing equivalent technical performance
in two neighbouring Member States, these revenues shall be shared between them in accordance
with either

(a) this Title 3; or
(b) a common methodology approved by both relevant regulatory authorities.

2. For a given CM border, the total revenue considered for sharing shall be equal to the sum of all
revenues collected through the allocation of entry capacity to foreign capacity providers.

3. The total revenue shall be shared in accordance with the sharing key for congestion income

developed in accordance with the congestion income distribution methodologies pursuant to Article
73(1) of the CACM Regulation and Article 57 of the FCA Regulation.
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TITLE 4 - Common rules for carrying out availability checks

Article 10. General rules

1. Pursuant to Article 26(10)(b) of the Electricity Regulation, the foreign TSO shall carry out
availability checks of the foreign CMUs participating in a given CM and located within its control
area.

2. The foreign TSO shall, as much as possible, conduct the availability checks for a given CM based
on the availability check rules of this CM.

3. For a given CM, the rules on availability checks of foreign CMUs shall be transparent and shall
ensure non-discriminatory treatment of foreign and domestic capacity providers. The foreign TSOs
shall carry out availability checks of the foreign CMUs as equivalently as possible to the domestic
CMUs participating in a given CM, in particular applying the same:

(a) reference period,;
(b) (minimum) frequency of availability checks; and

(c) availability check rules specific to the CM, referred to in paragraph (2). If not directly
applicable, the methodology foreseen by the national CM rules should be applied as
equivalently as possible, considering the features of the wholesale and balancing market
where Foreign capacity is participating, without prejudice to equivalent technical
performance.

4. Auvailability checks shall ensure non-discrimination as much as possible among all foreign CMUs.

5. The foreign TSO shall ensure that availability checks do not negatively affect system security. The
foreign TSO should also endeavour

(a) to ensure that availability checks do not increase the costs for maintaining the same level
of system security; and

(b) to minimise the impact of availability checks on the markets considered for availability
checks (defined in Article 12(1)).

Article 11. Cooperation between the-foreign TSOs and CM
operators

1. In order to enable effective cross-border participation, the CM operator shall facilitate availability
checks carried out by the foreign TSO. In particular, the CM operator shall provide the foreign TSO
with sufficient information pertaining to its CM, including at least:

(a) delivery period,;
(b) availability check rules, referred to in Article 10(2);
(c) availability commitment per CMU and per MTU; and

(d) data exchange process (including data format);
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2. The foreign TSO shall communicate the results of the availability checks to the CM operator in a
timely manner. In particular, the TSO shall provide, for each MTU , the
information on the total available capacity resulting from availability checks.

Article 12. Scope of availability checks

1. The markets considered for availability checks include the wholesale
and balancing markets.

2. Availability checks shall not apply during the suspension of market activities according to Article
35(1) of the ER Regulation, to the extent that the suspension of market activities affects the
calculation of availability.

3. The foreign TSO should endeavour to conduct availability checks during the delivery period. The
foreign TSOs may however conduct availability checks outside of the delivery period if this also
applies to domestic CMUs participating in a given CM.

Article 13. Application of availability checks

1. For any CMU contracted in a CM, the probability of being subject to availability checks shall
be non-zero during the reference period.

2. The availability of a foreign CMU shall be checked according to one or a combination of the
following subparagraphs:

(a) for CMUs participating in the markets considered for availability checks referred to in
Article 12(1), the availability in any of these markets. In particular, a CMU shall be deemed
available if, it is technically available and, due to system operation requirements (including
at least congestion management):

i. it has commitments in any of these markets, but is unable to deliver energy; or
ii. itis temporarily unable to participate in any of these markets;
(b) for dispatchable CMUEs, the availability to deliver energy upon activation;

(c) specific availability check rules, for CMUs for which it is not appropriate to check
availability in line with paragraphs (a) and (b).

3. Where possible, monitoring of CMUs’ availability in the market (e.g. energy delivered, bids
submitted to any market considered for availability checks, and outage information) should be the
preferred approach.

Article 14. Transparency requirements

After every delivery period, or at least once per year, the foreign TSO and the CM operator shall provide
their respective regulatory authorities with aggregated data on the total available capacity resulting from
availability checks of contracted foreign CMUs during the delivery period. This data shall also be made
available to the regulatory authorities upon request.
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TITLE 5 - Common rules for determining when a non-availability payment is due

Article 15. General rules
1. Pursuant to Article 26(6) of the Electricity Regulation, capacity providers shall be required to make
non-availability payments where their capacity is not available.

2. For a given CM, the rules on non-availability payments applicable to foreign capacity providers
shall be transparent and shall ensure non-discriminatory treatment of foreign and domestic capacity
providers. In particular, foreign and domestic capacity providers shall be subject to equivalent rules
regarding:

(a) alternative penalties, exemptions or force majeure clauses;
(b) stop loss limits;
(c) escalation of penalties; and

(d) CM contract termination fees.

Article 16. Application of non-availability payments

1. Pursuant to Article 22(1)(i) of the Electricity Regulation, appropriate penalties shall apply to
capacity providers that are not available in times of system stress. The non-availability payment
rules shall aim at incentivising capacity providers to be available during the delivery period.

2. Foreign capacity providers shall not be subject to non-availability payments for non-availability
volumes outside the delivery period.

3. Pursuant to Article 26(5) of the Electricity Regulation, capacity providers shall be able to participate
in more than one CM. Pursuant to Article 26(6) of the Electricity Regulation, where capacity
providers participate in more than one CM for the same delivery period, they shall make multiple
non-availability payments where they are unable to fulfil multiple commitments.

Article 17. Definition of non-availability volume in case of
multiple commitments

1. Due to difference in CM rules, availability checks carried out upon the same CMU may differ; and
may result in a different total available capacity for each CM in which the CMU is contracted.

2. Foragiven CM and MTU, the availability volume attributed to each CMU shall be defined as

avail. volumecy (MTU)
avail. commitmentcp(MTU)

= total il. it MTU
otal avail. capacitycm( ) i ecus avail. commitment; (MTU)

Where
o avail.volumecy, (MTU) is the availability volume of the CMU in a given CM;

e total avail.capacityc(MTU) is the total available capacity of the CMU as a result of
availability checks in the given CM;
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e avail.commitment:y,(MTU) is the availability commitment of the CMU in the given
CM;

o Yiccms avail.commitment;(MTU) is the total availability commitment of the CMU in
all CMs which the CMU is contracted in.

3. For a given CM and for each MTU, the non-availability volume attributed to each CMU shall
constitute the difference between the availability commitment and the availability volume for that
CM, i.e.

non — avail. volumecy (MTU) = avail. commitmentcy (MTU) — avail. volumecy, (MTU)

Where

o non — avail. volumecy,(MTU) is the non-availability volume of the CMU in the given
CM for each MTU

e avail.commitmentcy,(MTU) is the availability commitment of the CMU in the given
CM for each MTU

o avail.volumecy (MTU) is the availability volume in the given CM for each MTU, in line
with paragraph (2);

4. For the purpose of definition and computation of non-availability volumes in line with paragraphs
(2) and (3), the availability commitment for each considered CM shall be zero outside the delivery
period of the considered CM.

5. For each CM, the way non-availability volumes are taken into account or aggregated (including
time period) shall be equivalent for domestic and foreign CMUSs.

Article 18. Transparency requirements

After every delivery period or at least once a year, the foreign TSO and the CM operator shall provide
their respective regulatory authorities with aggregated data on non-availability volumes and non-
availability payments of foreign capacity providers during the delivery period. This data shall also be
made available to the regulatory authorities upon request.
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TITLE 6 - Terms of the operation of the registry

Article 19. General terms of operation

1. Pursuant to Article 26(15) of the Electricity Regulation, ENTSO-E shall set up and operate the
registry of capacity providers eligible for cross-border participation in CMs. In particular, ENTSO-
E shall provide a single point of contact for registry users for matters related to the registry.

2. The registry users shall at least include eligible capacity providers, CM operators and their TSOs. Commented [A36]:
The relevant regulatory authorities may designate other registry users to ensure effective and non- Type 2
discriminatory cross-border participation to CMs, in line with Article 26(13) of the Electricity

Please clearly indicate whether 'their TSOs' relates to the

Regulation. TSOs of the capacity provider or TSOs of the CM
B A ) A operators.
3. The TSOs may submit data and edit the data they submitted. The CM operators may submit data
and edit the data they submitted. All registry users may view the information in the registry, subject
to confidentiality requirements while ensuring effective cross-border participation in CMs.
4. All registry users shall have free and continuous access to the registry.
5. The registry shall at least be accessible in English language.
6. ENTSO-E shall ensure state-of-the-art operating and personal data security. ENTSO-E shall
endeavour to ensure user-friendly data access and data submission to the registry.
Article 20. Scope of data
1. The registry shall at least include the following data related to each eligible capacity
provider: Commented [A37]:
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Registry might store the data of capacity provider that
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(c) result from secondary trading of entry capacity per CM border* pursuant to Article 26(14) eligibility).

of the Electricity Regulation; and

(b) allocation of entry capacity per CM border;

(d) result from secondary trading of availability commitments per CM*2,

2. The registry shall at least include the following data related to each CMU of an eligible capacity
provider:

(a) data submitted to the foreign TSO pursuant to Article 26(1)
(b) eligibility per CM(s) in which the capacity provider intends to participate;
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the objective of the Regulation.
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5.3.The registry shall at least include the following information per CM:
(a) delivery period,;
(b) all technical requirements for cross-border participation; and

(c) where applicable, announcements related to the occurrence of system stress events.

Article 21. Data provision

1. The foreign capacity providers shall provide the foreign TSO with the data related to its CMU(s)
for the eligibility check pursuant to Article 26@1);

2. Once its CMU(s) are registered, the eligible capacity providers shall provide the CM operator with
the related data listed in Article 20(1);

3. Where applicable, the eligible capacity providers contracted in a given CM shall provide the CM
operator with:

() result from secondary trading of entry capacity per CM border pursuant to Article 26(14)
of the Electricity Regulation; and

(b) result from secondary trading of availability commitments per CM pursuant to Article
22(3)(c) of the Electricity Regulation.

Article 22. Data submission to the registry

1. The relevant entities shall submit data to the registry as follows:

(@) The CM operator shall submit at least the following data related to the participation in its
CM, including:

i. a list of all technical requirements for cross-border participation defined in line
with Article 24(1);

(b) The foreign TSO shall submit:

i. the data obtained from the foreign capacity provider pursuant to Article 26(1)
together with the results of the performed eligibility check pursuant to|Article 25.:

ii. onceavailable the total available capacity pursuanit to-Article 20.2(d).

(c) The CM operator shall submit at least the following data related to the participation of a
given eligible capacity provider in its CM, including:

i. data listed in Article 20(1).;

Wﬁ%&%@aﬁa&ﬁy—p@ﬁd@—w i ;

4.3.Capacity providers shall inform the foreign TSO and/or the CM operator, accordingly to their
responsibilities, about any updates to the provided data. The foreign TSO and/[or the domestic CM
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. Paragraphs (1) and (2) apply mutatis mutandis to data updates.

Article 23. Transparency requirements

1. Every year, based on the registry data, ENTSO-E shall prepare and publish a report containing
aggregated and, where required, anonymised data including at least

a. availability commitments per CM, Member State(s) of capacity provider and delivery
period; and

b. an overview of the relevant CM rules referred to in Article 20(3).

2. Every year, based on the registry data, each TSO shall prepare a report containing detailed data on
the registered capacity providers located within its control area containing availability
commitments, Member State(s) of CM and delivery periods. The individual TSO report shall
provide this report to the regulatory authority of that TSO. ENTSO-E shall coordinate the data
preparation to ensure consistent data format and data definition; and shall provide a joint report to
ACER.

3. Inaddition, ENTSO-E shall provide the regulatory authority of the Member State applying the CM
with access, upon request, to data on foreign capacity providers participating in that CM.
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TITLE 7 - Common rules for identifying foreign capacity eligible to participate in a
capacity mechanism

Article 24. General rules

Foreign capacity providers shall have their eligible CMU(s) registered for a given CM in the
registry. Eligibility of a CMU for a given CM means that it meets all technical requirements for
participating in that CM. These technical requirements shall be equivalent, as far as possible, for all
domestic and foreign capacity providers participating in a given CM.

In addition to eligibility in the registry, each CM operator may request additional requirements from
foreign capacity providers. These additional requirements shall not refer to technical performance®,
shall be non-discriminatory and proportionate, and shall be equivalent, as far as possible, for
domestic and foreign CMUs.

If the foreign TSO is unable to assess the eligibility and/or availability of a given individual
within an aggregated CMU, the following restrictions to simultaneous participation in CMs
shall apply:

() ifagiven individual is part of an aggregated CMU assigned with an availability
commitment for a given delivery period, that individual shall not form part of a
different (individual or aggregated) CMU for the delivery period (for any
CM), and shall not take additional availability commitments individually for the same
delivery period (for any CM);

(b) if a given individual has an availability commitment for a given delivery period,
this CMU shall not form part of any aggregated CMU which has availability commitments
for the delivery period (in any CM).

Article 25. Eligibility check

In order to establish whether a foreign CMU s eligible to participate in a given CM, the foreign
TSO shall carry out an eligibility check. This eligibility check shall be carried out as follows.

The foreign capacity provider shall submit to the foreign TSO a request for an eligibility check of
its CMU(s). The foreign TSO shall define the scope and format of the request, along with the
timeline of the eligibility check, in close collaboration with the CM operator. The request shall
include at least the whole data for the eligibility check pursuant to Article 26.

The foreign TSO shall verify the data submitted by the foreign capacity provider and establish the
eligibility of its CMU(s) for a given CM.

Following a positive eligibility check, the foreign TSO shall register eligible CMUs in the registry,
and inform the foreign capacity provider and the relevant CM operator accordingly, in a timely
manner. The foreign TSO may send these notifications via the registry.

Following a negative eligibility check, the foreign TSO shall inform the foreign capacity provider
about it in a timely manner, providing reasons for the negative result.

13 Relating, for instance, to financial standing or non-subsidisation.
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Annex | — Technical specifications for cross-border participation in capacity mechanisms

6. The data of the eligible foreign CMUs shall be subject to regular verification by the foreign TSO,
according to applicable CM rules. The verification frequency shall be equivalent for foreign and
domestic capacity providers. The verification may lead to updating the verified technical parameters
in the registry and affecting the eligibility in the registry. In this case, the foreign TSO shall then
update the eligibility of the CMU in line with each CM rules in a timely manner.

7. The foreign TSO shall notify the foreign capacity provider in a timely manner about any updates in

the eligibility of its CMU(s). The relevant CM operator(s) shall be notified accordingly. The foreign
TSO may send these notifications via the registry.

Article 26. Data for the eligibility check
1. Inits request for eligibility check, the foreign capacity provider shall submit up-to-date data of its

CMU in accordance with the list of all technical requirements for participation in a given CM,
referred to in Article 22.1(a)i, and including at least:

(a) geographic location;

(b) generation, DSR and/or storage capacity;

(c) technology and fuel type;

(d) metering points;

(e) network operator;

(f) emission factors of CO, per amount of electricity generated, pursuant to Article 22(4) of
the Electricity Regulation; and

(g) EIC, where applicable.

2. For a given aggregated CMU, the data referred to in paragraph (1) may be submitted for each
individual CMU forming part of the aggregated CMU.

3. For CMUs which are not yet operational, the capacity provider shall endeavour to provide its best
forecast on data pursuant to paragraph (1), where such data items are uncertain.
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CEP’s impact on implementing CM/SR: only a last-resort option

Above all, in any case improve the functioning of the energy market (Art. 18)

Monitoring Identify energy Implementation Annual Monitoring
adequacy to IF adequacy concern market failures plan to improve the of the
identify a need & distortions energy market Implementation plan
EU and national « Part of State Aid process & review by EC

* Includes timeline

resource adequacy . . . .
» Consider several ‘solutions’ such as removing price

assessments may

be used, with a caps, shortage/scarcity pricing, increase ICs, enable
slight preference storage & DSR & self-generation & energy
for the EU efficiency, cost-efficient/market-based bal & AS

* Yearly reporting to the EC with yearly opinion of the
EC on progress and remaining adequacy concern

assessment

To eliminate residual adequacy concerns, as last resort and while improving the energy market, capacity mechanisms

can be introduced (Art. 18a)
Without prejudice

to State Aid Rules

Comprehensive Are strategic

study on effect of reserves a No Implement CRM
IF residual neighbouring MS solution?
adequacy - , + Opinion of EC on implementation plan to fix energy market is a
Including public e
concern ltation of MS Yes prerequisite
consu'tation o S * CRM/SR can only be approved by the EC for max 10 years

and their stakeholders
No direct

Implement SR
study

» Phase-out & decrease of contracted capacities to be foreseen in
implementation plan

P1 - Administrative phase-out when “during 3 consecutive years no new 4

contracts are concluded”

consequences of this




Capacity mechanisms in Europe

CH: An [energy-based) strategic reserve
is currently under discussion

BE: Strategic reserves (since 1.11.2014),
approved by the EC in February 2018
CM by 2025 due to nuclear
decommissioning

CZ: mass D50 load management system
to adjust electricity consumption
through long-distance controlling of el.
devices such as boilers, heat pumps etc.

GB: Capacity auction Suspended as of
15 November 2018 (Case T-793 /14
Cash out reform could lead to higher
prices at scarcity; supportto IC

SEM: Capacity payments

(since 2007) Capacity Auctions for
reliability options initiated within 2018.
First delivery in 2018/2019

FR: Capacity reguirements

{certification started 1.4.2015, dolivery
started in 2017). New demand response
scheme approved in February 2018 by
the EC

RTE canrequire disconnection of load

ES: Capacity payments

[since 2008) comprising

investment incentives

{only for generation capacity installed
before 2016} and availability payments
(removed since June 2018)

PT: Capacity payments (5ince 2010,
partially suspended between May 2011
and December 2014). Capacity auctions
operational since 2017. 2018 auctions
postponed, subject to the EC
assessment.

i

Fl: Strategic reserve (since 2007}

SE: Strategic resarve (since 2004) —
gradual phase-out postponed to 2025

LV: Network reserves

LT: System raserves. A new market
based mechanism is under consideration

DE: Network reserves. Strategic reserves
approved by the EC in February 2018,
First auction to be held in December
2019 with a delivery period of Oct 2020
—Sept 2022

PL: Strategic reserves (from 2016 on,
extended until the end of 2013).
Market-wide CMs approved by the ECin
February 2018.

First capacity auctions conducted in
December 2018 for delivery periods
2021,2022 and 2023

IT: Targeted capacity payment since
2003 —Reliability options approved by
the ECim February 2018
(implementation delayed; first delivery
will be in 2022)

CM auctions held; UVAM; coordinated
maintenance; disconnection of load

BG: Tender (since November 2013)

GR: Capacity payments existed from
2006 to 2014, Flexible capacity
payments from 1.5.2016-30.4 2017

A new transitory auction-based capacity
mechanism approved by the EC (5A
50152)in February 2018, subject to
market reforms. Auctions suspended
since March 2019 due to delays in the
implementation of those reforms. A new
capacity mechanism is under
dovelopment.

Bl No CM {energy only market) [ CM proposed/under consideration [ CM operational

Map of Capacity Mechanisms in the EU (Source: ENTSO-E elaboration based on ACER market monitoring report]

Several CMs already
exist or are being

implemented/
considered

Diversity of capacity
mechanisms
representative of
market designs

aiming at addressing
differentiated
security of supply
issues
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Cross-border participation in CM: Scope of the methodologies

Applies to ‘direct’ cross-border participation by foreign capacity providers able to provide
technical equivalence, as ‘implicit’ participation not allowed for electric borders with MS and explicit
participation from Interconnectors should be progressively phased out

Direct cross-border participation must be implemented for neighbouring MS, and the public
authorities where the CM applies can decide whether to allow direct participation from non-
MS and/or from non-neighbouring MS.

Participation in more than one mechanism possible but

» Simultaneous scarcity and IC availability at system stress to be taken into consideration; and

* Penalties of each CM apply.
TSOs to decide on the annual CM entry capacity on this basis based on a RCC recommendation.
TSO where the capacity is located involved in carrying out tasks for the foreign CM operator

ENTSO-E to define several methodologies and setup European registry of capacity providers.
entso@



2. ENTSO-E’s key Concerns — Max entry capacity

entso@ 7



ENTSO-E’s initial proposal: Use the European Resource Adequacy modelling
to calculate the Maximum Entry Capacities

Article 26(7) 2019/943

“...regional coordination centres
established pursuant to Article 35 shall
calculate on an annual basis the
maximum entry capacity available for the
participation of foreign capacity. That
calculation shall take into account the
expected availability of interconnection
and the likely concurrence of system
stress in the system where the
mechanism is applied and the system in
which the foreign capacity is located.”

5

Principles for calculating Maximum Entry Capacity

Maximum Entry Capacity for foreign participation in
CM calculation shall take into account:

The expected availability of interconnection

Available resource (foreign capacity)

The likely concurrence of system stress in the
system where the CM is applied and the

system in which the foreign capacity is located

The European Resource Adequacy Assessment (ERAA) provides a robust framework for estimating
the extent to which interconnection can be relied upon to provide resource adequacy




Methodology is applicable for both NTC and Flow Based borders

NTC based approach Flow based approach

-Transmission capacity is “independent” of the | - Transmission capacity is linked to import/export
import/export position of the markets | position of the markets

-Each border is “independent” from each other - (Commercial) Flows per border are not

(from the market perspective) “independent” from each other

3 3

Max entry capacity is determined per border Max entry capacity is determined based on the

based on the flow per NTC border from ERAA total import of the market with CM and split per
adequacy assessment for all relevant scarcity border, based on the ratio of exports per border
situations over the total export within the flow based area,

for all relevant scarcity situations

In both cases, ENTSO-E’s approach aimed at excluding from the computation the contributions from
capacities which are not located in the MS considered.

T -



ENTSO-E’s Key Concerns - Max entry capacity

Article 5.6

For each considered CM border, the RCC shall calculate the
maximum entry capacity as follows:

a) Define a harmonised approach to calculate

contributions to maximum entry capacity.

i.  The contributions to maximum entry capacity shall be
calculated pursuant to Article 6 (net positions); or

ii. if the calculation of maximum entry capacity only
considers bidding zones with direct connection with [
BZ)_CM, the contribution to maximum entry capacity
may be calculated pursuant to Article 7 (cross-zonal
exchanges).

ACER proposes two options for consideration:
1) As set out in the current draft.

2) Delete Article 7. Contributions to maximum entry

capacity shall be calculated pursuant to Article 6

(net positions) in all cases (i.e. also if the

maximum entry capacity only considers bidding
zones with direct connection with BZCM)

Article 6.1

For each defined system stress MTU, the RCC shall calculate the
contribution to maximum entry capacity from BZ; to BZ), as follows:

(@) Calculate the global net position of each bidding zone BZ , which
is origin or destination of any considered CM border, as

[NPBZ,global]MTU =
[injeCtiOTLSBZ]MTU — [WithdrawalSBz] MTU =

ZBZ]- excluded [Commerdal exchangeg; _)sz]MTU

ACER proposes two options for consideration:
1) As set out in the current draft.

2) Delete the yellow part of the equation, i.e. define

the net position = injections - withdrawals.




ENTSO-E’s Key Concerns - Max entry capacity
According to ENTSO-E:

- Article 6 basically corresponds to the ENTSO-E’s proposal for FB borders; and

- Article 7 basically corresponds to the ENTSO-E’s proposal for NTC borders.

(although some methodological options are introduced by ACER amended methodology, depending on whether the calculation
refers or not to direct neighbours only).

» Electricity Regulation Art 26(2) stipulates that MSs can indeed decide to allow XB participation only from
direct neighbouring countries. Still the MEC methodology calculation cannot/should not depend on MSs’
decision as such a functioning would endanger the principle of subsidiarity.

* InArt 6, if the Net Positions of non-direct neighbours are set to O

—> Distortion of the MEC and inflation the MEC of direct neighbours. Direct neighbours are incentivized in a non-
correct way if ACER proposal is followed. No Net Position should be set to 0 arbitrarily in Art 6 calculation.

* InArt6.1, the 'commercial exchanges' term should not be subtracted. All Net Position should be calculated following
the ‘definition’ : injections — withdrawals

ENTSO-E asks ACER to keep the original ENTSO-E methodology which properly addresses all these points.

ENTSO-E proposal also properly captures the intrinsic differences between NTC and FB CCMs and borders.
As a compromise the net position approach (article 6) is acceptable under the conditions detailed above.

11



2. ENTSO-E’s Key Concerns — Availability checks & eligibility rules
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ENTSO-E developed principles to facilitate the checks on XB participation

Eligibility and availability checks are needed in capacity mechanisms to identify CMUs and to establish if
contracted capacity is made available during the delivery period at the amount of availability obligation entailed

by the capacity contract.

Article 26(2) 2019/943

“Member States shall ensure that foreign capacity
capable of providing equivalent technical performance
to domestic capacities has the opportunity to
participate in the same competitive process as
domestic capacity...”

Article 26(3) 2019/943

“‘Member States shall not prevent capacity which is
located in their territory from participating in capacity
mechanisms of other Member States”

ENTSO-E clarifies the processes while
proposing guidelines by which CMs
should abide following design
principles laid out in Article 22(1).

In particular, availability checks
processes for Domestic and Foreign
capacity should follow principles of

transparency and non-
discrimination.

entso@ 13



Overview of the availability calculations

[ )

Technical eligibility
Contracted capacity D Availability obligation

[ )

Availability check
Availability checks are calculated during
the reference period which can coincide Available volume

__—

or be a subset of the delivery period

N ilabl | Non-availability
on-available volume bayment ——




ENTSO-E believes that common should aim at being as-equivalent-as-possible ...
whileI allowing MS to develop tailored-made market design, in respect of the
Regulation

= For domestic capacities, eligibility and availability rules are defined in national CM regulations, in respect of the
principle of susidiarity.

= To create a level playing field between domestic and cross-border capacities, ENTSO-E proposed to carry out eligibility
and availability as equivalently as possible as for domestic capacities, based on the CM market rules (article
10.2). - This approach was supported by a majority of stakehorlders during the public consultation.

= Besides, following ACER’s informal demand for developing the content on how these checks could be carried out,
ENTSO-E developed some best practices, which aimed to providing guidelines for these processes.

- These guidelines were turned into binding provisions through ACER’s amendment. ENTSO-E believe that these now
mandatory provisions are incompatible with the principle of non-discrimination between domestic and foreign
capacities, as it indirectly introduce new constraints for existing and future national market designs (which is out
of the scope of the methodology). According to ENTSO-E, the principle of subsidiarity is at stake on these issues.

—> In addition, given the specific purpose of each CM, any harmonisation seems counter-productive

entso@ 15



Specific articles at stake (1/3)

Art 10.2 : “The foreign TSO shall, as much as possible, conduct the availability checks for a given CM based
on the availability check rules of this CM.”

- ENTSO-E supports this approach but believe it is incompatible with binding provisions on how to
carry out these checks. If some binding provisions remain on “how”’ to carry these checks, this
provision will not apply, as defining national market designs falls under national competence.

Art 12: Scope of availability checks
“1. The markets considered for availability checks shall at least include the wholesale (day ahead and
intraday) and balancing markets.”

- ENTSO-E: This provision is not compatible with all MS approaches (all approved by the DG COMP).
Moreover, not all CM operator have access to the wholesale market data necessary to implement this
approach. As a general principle, MS are competent to propose the availability check methodology that
best addresses the SoS issue, in the framework of art. 22 of the Regulation and under state aid approval.

“2. Availability checks shall not apply during the suspension of market activities according to Article
35(1) of the ER Regulation, to the extent that the suspension of market activities affects the calculation
of availability.”

entso@
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Specific articles at stake (2/3)

Art 13: application of availability checks :

“2. The availability of a foreign CMU shall be checked according to one or a combination of the following subparagraphs:

a. for CMUs participating in the markets considered for availability checks referred to in Article 12(1), the availability in any of these
markets. In particular, a CMU shall be deemed available if, it is technically available and, due to system operation requirements
(including at least congestion management):

I it has commitments in any of these markets, but is unable to deliver energy; or
ii.  itis temporarily unable to participate in any of these markets,”

- ENTSO-E agreed to acknowledge the fact that other consideration such as congestion management should not negatively impact
availability checks results. However, as this paragraph became mandatory, it triggers questions on how and when it should apply so as
to avoid deadweight effects. These questions cannot be addressed in these methodologies.

b. “for dispatchable CMUSs, the availability to deliver energy upon activation;”

—-> ENTSO-E believes that this provision is restricting some future market designs which are currently being considered (e.g. simplified
approach for small capacities).

c. “specific availability check rules, for CMUs for which it is not appropriate to check availability in line with paragraphs (a) and (b).”

“3. Where possible, monitoring of CMUs’ availability in the market (e.g. energy delivered, bids submitted to any market considered for
availability checks, and outage information) should be the preferred approach.”

- ENTSO-E: As a general principle, MS are competent to propose the availability check methodology that best addresses the SoS issue, in

the framework of art. 22 of the Regulation and under state aid approval. e ntso@ 17



Specific articles at stake (3/3)

Art. 24: General Rules

“Foreign capacity providers shall have their eligible CMU(s) registered for a given CM in the registry.
Eligibility of a CMU for a given CM means that it meets all technical requirements for participating in that
CM. These technical requirements shall be equivalent, as far as possible, for all domestic and foreign
capacity providers participating in a given CM.”

ENTSO-E supports this approach but believe it is incompatible with binding provisions on how to
determine technical eligibility. If some binding provisions remain on “how” to carry these checks,
this provision will not apply, as defining national market designs falls under national competence.

“In addition to eligibility in the registry, each CM operator may request additional requirements from
foreign capacity providers. These additional requirements shall not refer to technical performance, shall
be non-discriminatory and proportionate, and shall be equivalent, as far as possible, for domestic and
foreign CMUSs.”

ENTSO-E : With this approach put forward by ACER, technical requirement will be different for
domestic and cross-border capacities, as MSs are competent to decide what technical requirements
should be asked to national capacities.

entso@ 18



2. ENTSO-E’s Key Concerns — Revenues sharing
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Scope of the Revenue Sharing Methodology

To the extent that the allocation of Maximum Entry Capacity to eligible foreign capacity providers results in
revenue, this Revenue Sharing Methodology aims to describe how this revenue could be shared among the

concerned TSOs

The use of revenues
resulting from the
sharing under this

Article 26(9) 2019/943
“...any revenues arising through the allocation referred to in paragraph 8 shall accrue to the transmission
system operators concerned and shall be shared between them in accordance with the methodology
referred in point (b) of paragraph 11 of this Article or in accordance with a common methodology approved methodology is out of
by both relevant regulatory authorities. If the neighbouring Member State does not apply a capacity

: : : : o L scope. Treatment of
mechanism or applies a capacity mechanism which is not open to cross-border participation, the share of .
revenues shall be approved by the competent national authority of the Member State in which the capacity revenues referred to in
mechanism is implemented after having sought the opinion of the regulatory authorities of the neighbouring Art 1 9(2)

Member States.”

( \
1 - CM-CM situation, both open to direct cross border participation
during corresponding delivery period

ENTSO-E methodology E

2 — Alternate set-up

Art. 26(11) - ENTSO-E Alternative approach developed Alternative approach developed

methodology to be submitted in by relevant NRAs by the NRA where the CM applies

July 2020




One border, one direction

Revenue Sharing Methodology is applied to Total Revenue from each ticket auction in isolation of the Total
Revenue from neighbouring market

Market A

Calculate Calculate
proportion of Total Generator Generator proportion of Total
revenue from « L"Cgertaacﬁ'sosn E‘Oert :Cuccégn » revenue from
ticket auction A to ticket auction B to

to market A to market B

be shared CM CM be shared

Market B
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Revenue sharing with neighbouring TSO should provide
appropriate incentives for transmission capacity development

Low incentive to invest

Probability of simultaneous
stress is high

=

During periods of system stress,
additional interconnection capacity
would not result in any more cross-
border contribution to improving
adequacy.

e.g. where probability of simultaneous
stress is high -7

Low level of revenue shared
with interconnection owners

High incentive to invest

Probability of simultaneous
stress is low

=

During periods of system stress,
additional interconnection capacity
could have cost-effectively improved
resource adequacy.

e.g. where probability of simultaneous
stress is low

g

Increased revenue shared with
interconnection owners

Revenue shared with
developing TSOs
reduces with
simultaneous stress

Appropriate metric
because:

» |tis output of ERAA
modelling used to
estimate MEC

Strong governance
around ERAA,
including ACER
approval of outputs
and results

entso@ 22



ENTSO-E’s top concerns - Revenues sharing

ACER has replaced the ENTSO-E proposal by the symmetrical sharing (the so-called “50-50%"sharing).

However, ACER proposes two options for consideration: a) As provided in the current draft, b) Amend the
sharing key in order to reflect “technical equivalence” of foreign resources (in line with Art. 26(2) of the

Electricity Regulation) and/or simultaneity of scarcity between the considered bidding zones (or Member
States).

ENTSO-E supports option (b) and believes that both elements were relevant. In this regard, ENTSO-E
would like to remind that if not all stakeholders agreed with the proposed sharing key, most of them (at

the exception of I/C owners) agreed that the revenue of XB auction did not represent the scarcity of the
interconnexion.

entso@



ENTSO-E’s top concerns - Revenues sharing

Technical equivalence: The revenue sharing methodology to apply only in case of direct cross-border
participation of physical assets capable of providing equivalent technical performance, in line with the
Regulation.

Scarcity of the interconnection:

The revenue arising from allocation of cross-border capacity cannot be directly compared to the congestion

rent in the energy market, being more a hybrid representing both

i) the value due to the I/C scarcity and

* ii) a market access right which is independent from the I/C scarcity.

= Only the revenue associated to the first component should be shared among I/C owners in order to have
consistent incentives. ENTSO-E’s proposed methodology identified a robust proxy of I/C scarcity value
based on ERAA simulations: the simultaneous scarcity coefficient on a given border.

ENTSO-E believes that this aspect should be reflected in the Revenue Sharing methodology. Should ACER
decide to keep the current approach, ENTSO-E urges ACER to acknowledge ENTSO-E’s work on this issue. To
this purpose, ACER should request NRAs or TSOs to compute the factor for simultaneous scarcity. If one of the
thresholds proposed by ENTSO-E would be reached, NRAs would be invited at bilateral level to reassess the
methodology as amended by ACER.

entso@



2. Other important issues
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Other important issues with the ACER amended methodologies

Cost coverage: ACER has deleted the cost coverage provisions. It seems ACER/NRAs may
share the rational for these provisions but they apparently consider that there is no legal
basis for them.

—ENTSO-E considers that cost coverage is key to facilitate the implementation of direct
cross-border participation.

Registry: ACER has added data requests related to capacity availability.

—ENTSO-E believes that the the registry is defined as a tool aiming at facilitating the
eligibility process. Therefore availability data should not be collected by the registry as:

* This it was not required by the Regulation;

 The feasibility of this feature is uncertain; at best the cost and the timeline of the
project would be increased significantly. _



3. Conclusions
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Conclusions

ENTSO-E appreciates the opportunity of discussing ACER’s envisaged amendments both formally
and informally.

ENTSO-E would like to summarise its main identified concerns with the current ACER’s preliminary
position:

Maximum entry capacity: the scope of the computation (i.e. considering the contribution from
non-neighbouring countries or not) should not be dependent to a Member State’s choice to limit
cross-border participation to electrical neighbours;

Availability check and eligibility: binding provisions could limit a Member State’s ability to
design the most suitable capacity mechanism to solve its respective identified adequacy issue(s);

Revenue sharing: although there are no perfect indicators, scarcity of the interconnection must
be considered when deciding which share of the revenue should be shared among I/C owners,
in line with the energy market.

Other important concerns exist, such as the deletion of the cost coverage provisions or the
irrelevant enlarged scope of data for the Registry.

ENTSO-E remains at ACER disposal to explain further and discuss our views and suggestions.

entso@
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