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1. Introduction

This document is ra explanatory documerdeveloped by all Transmission System Operators (hereafter
referred tprovidlmgdetdilsTaBddackgyound informaticggarding theommon proposal for the
determination of capacity calculation regions (hereafter referredd¢o fAs®@Epdsad s submitted by
TSOs toall regulatory authoritiesn accordance with Article 15 of the Commission Regulation (EU)
2015/1222 of 24 July 201é&stablishing &uideline on Capacity Allocatioand Congestion Management
(hereafterreferred o0 as ACACM Regul ati ono) .

This explanatory documemicludes a chapter about the relevant legal provisions of the CACM Regulation
(Chapter 2)Chapter rovidegustificationand further descriptioof the proposed set o&pacity calculation

regions (hereafter referred to as "CCR(s)igluding indicativemaps covering the existing bidding zone
borders between European Union (EU) Members States and new ones expected to be established by the er
of 2018 and to be operatbg TSOs certified at the moment of submissiothef CCR Proposal.

This explanatory document algwesentgshe assessment of the stakeholders comnsetimitted during the

public consultation which took place between August @d4d September4? 2015 A dedicatedchapter
(Chapter 4)includesthe summary of theassessment of thgenerals t a k e h o | d e wkefeastheo mme n
specific comments received by stakeholders on each @@Rtheir assessmeare presentedn the
description of each CCR included im&pter 3

Several annexes are also adttethis explanatory documenminnex 1 deals with the future composition of
CCRs including various neBU bidding zone border3.o achieve the targets set in the CACM Regulation

to promote the completion and efficient functioning of the internal market and ensure optimal management,
coordinated operation and sound technical development of the electricity transmission systepeinEELiro
ACER, regulatory authoritiesTSOs and ENTS@& acknowledge the importance of involviBgropeamon

EU TSO members of ENTSE, especially those responsible for electricity systems physically connected to
EU Member Statesn defining the CCRSISOsbelieve this is thbestway forward toensurethe efficiency,
relevance and accuracy of the capacity calculationesss.

The composition of the CCRs presented in Anheaflects the interdependencies between EU aneBwn
bidding zones borders as lhasthecooperation between some Agb) and EU TSOs, and it forms the basis
for future implementation of the CACM Regulation by field TSOs/norEU regulatory authoritiesTo

avoid any doubt, such CCRcomposition can only take legal effect when the lagaiditions for the
integration of the CACM Regulation are fulfilled in the AW countries, e.g., when the CACM Regulation
becomes an effective law within the legal framework of each of these countries and respective NRA approvals
take place as required that point. TSOs expect that these legal conditions will be fulfilled in somEWon
countries by the time the capacity calculation methodologies developed by the CCRs will be appatived by
regulatory authoritiesf each capacity calculation regi¢re. at the latest 25 months after the entry into force
of the CACM Regulation). Thus, to facilitate the implementation by theEidTSOs and the cooperation

of the EU and noftU regulatory authoritiegt an early stage, within the legal boundaries set by EU or
national laws, the involved TSOs (EU and +igld) will start working informally together based on the future
CCRs composition presented in Annex 1 to achieve the targets set in the CACM Regidggiomote the
completion and efficient functioning of internal markets andrder toensure the optimal management,
coordinated operation and sound technical development of the electricity transmission system in Europe.

EC, ACER,TSOs and ENTS& agre to work from the beginning to implement the CCRs as proposed in
Annex 1 to te CCRs Proposato achieve the target of efficiency in Europe. However, the capacity calculation
methodologies shall be designed in such a way that they can be performedustanranner even before
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ENTSO-EasstA Avenue de Cortenbergh 100 A 1000 Brussels A Belgium A Teitsoeteu32



Explanatory document to al/l TSOs o t
(CCRs) in accordance with Article 15(1) of the Commission Regulation (EU) e n S O
2015/1222 of 24 July 2015 establishia Guideline on Capacity Allocation and

Congestion Management

the nonREU countries included in th€eCRsare bound to apply the EU rules. In no case shall the capacity
calculation be critically dependent on a third country not bound by EU rules.

Annex 20f this explanatory document includasoverview of fiture bidding zone borders for informational
purposes only, describing some new bidding zone borders to be inoiutiedoroposed CCRs the future
Thesenterconnectionare some whickvill be under construction and commissioragter2018 orwhich are

not yet operated by legal entities certified as TSOs. Any changes in the future will have to be reflected in the
CCRs composition by amendingehCCRs Proposal in accordance with the CACM Regulation.

Annex 3 presents a possible roadmap fGRS integrationvhereas Anex 4contains the detailed comments
received orthe draft CCR Proposaduring the public consultation

2. Legal requirements for the CCR determination

Capacity calculation for the daghead and intraday market timeframes should be coordinated at least at the
regional level to ensure that capacity calculation is reliable and that optimal capacity is made avé#ilable to
market. For this purpose, regiomtere such coordination is neededed to bedefined by TSOs. In
accordance with Article 2 of CACM Regul ation (I
cal culation regionso, meaning fAthe geogrsamlpipd i a&n
Therefore, a CCR needslte compriseaf a set of bidding zone borders for which the capacity calculation
shall be coordinated by TSOs in accordance with the CACM Regulation.

Article 9(9) requires that the description of the expected ingratite objectives set in Article 3 of the CACM
Regulationis included in theCCRs Foposal along with a proposed timescale for the implementation. It
provides the following requirements.

fiThe proposal for terms and conditions or methodologies shall inaudl@posed timescale for

their implementation and a description of their expected impact on the objectives of this Regulation.
Proposals on terms and conditions or methodologies subject to the approval by several or all
regulatory authorities shall be sobitted to the Agency at the same time that they are submitted to
regulatory authorities. Upon request by the competent regulatory authorities, the Agency shall issue
an opinion within three months on the proposals for terms and conditions or methodologies.

Article 3 defines the objectives of the CACM Regulation as follows
fThis Regulation aims at:
(a) promoting effective competition in the generation, trading and supply of electricity;
(b) ensuring optimal use of the transmission infrastructure;
(c) ensuring operational security;
(d) optimising the calculation and allocation of cresmal capacity;

(e) ensuring fair and nediscriminatory treatment of TSOs, NEMOs, the Agency, regulatory
authorities and market participants;

(f) ensuring and enhancirtge transparency and reliability of information;

(g) contributing to the efficient loatgrm operation and development of the electricity transmission
system and electricity sector in the Union;

(h) respecting the need for a fair and orderly market anddiad orderly price formation;

(i) creating a level playing field for NEMOs;
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(j) providing nondiscriminatory access to crog®nal capacityd

How the objectives of the CACM Regulation are impacted by the proposed CCRs is presented in the
i Wh e r e a btiie CORaRraposal.

Article 15 of the CACM Regulation sefisrtherthe requirements for the determination of C@Rdgollows:

fil. By three months after the entry into force of this Regulation all TSOs shall jointly develop a
common proposal regarding thlieetermination of capacity calculation regions. The proposal shall
be subject to consultation in accordance with Article 10.

2. The proposal referred to in paragraph 1 shall define the bidding zone borders attributed to TSOs
who are members of each capgatlculation region. The following requirements shall be met:

(a) it shall take into consideration the regions specified in point 3(2) of Annex | to Regulation (EC)
No 714/2009;

(b) each bidding zone border, or two separate bidding zone borders if aplplichrough which
interconnection between two bidding zones exists, shall be assigned to one capacity calculation
region;

(c) at least those TSOs shall be assigned to all capacity calculation regions in which they have
bidding zone borders.

3. Capacity alculation regions applying a flowwased approach shall be merged into one capacity
calculation region if the following cumulative conditions are fulfilled:

(a) their transmission systems are directly linked to each other;
(b) they participate in the sansingle dayahead or intraday coupling area;

(c) merging them is more efficient than keeping them separate. The competent regulatory authorities
may request a joint co$tenefit analysis from the TSOs concerned to assess the efficiency of the
mergero

The CCRs Proposal fulfils the above mentioned legal requirements of the CACM Regulation as presented
belowin Chapter 3.

3. Proposal for Capacity Calculation Regions

3.1. Compliance with the legal requirements and general
principles
The CCR proposal takes into account the general principles and goals set in the CACM Regulation as well
as Regulation (EC) No 714/2009. The goall®fCACM Regulation is the coordination and harmonisation
of capacity calculation and allocation in the ddyead ad intraday crosborder markets and it sets
requirements for the TSOs to cooperate on the level of CCRs, onEupagpean level and across bidding

zone borders. To achieve this, the CACM Regulation requires the definition of CCRs in which coordinated
capacity calculation is applied and introduced.

In particular, based on the CACM regulation, the following terms and conditions or methodologies shall be
developed and approved on a CleRel:

(a) the common capacity calculation methodology in accordanceiwithe 20;
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(b) the methodology for coordinated redispatching and countertrading in accordance with Article 35(1);
(c) the fallback procedures in accordance with Article 44; and
(d) the redispatching or countertrading cost sharing methodoiapcordane with Article 74(1).

The obligations and rights related to CCRs as determined in the CACM Regulation remain with the TSOs
assigned to the respective CCR. To take into account interdependencies between capacity calculation,
security analysis coordinatiomnd outage scheduling, TSOs should coordinate with TSOs beyond their
respective CCR. For each CCRe¢@ordinated capacity calculatoeeds to be established to define cross

zonal capacities for daghead, intraday timeframes and letlegm timeframes usintpe European Common
Grid Model (hereafter referred to as ACGMO) by e
ensure coordination of capacity calculation between the CCRs,ceactiinated capacity calculatwiill
cooperate with the neighbong coordinated capacity calculators

The CCRsProposal takes into consideration the regions specified in point 3(2) of Annex | to Regulation (EC)
No 714/2009. The CCRProposal also includes all existing bidding zone borders fronMEthberStates

that joined the EU after the entry into force of Annex | of Regulation (EC) No 714/2009 andetkatot

yet listed in Annex |I. The CCRs in this proposal are further adaptthe legal requirements of the CACM
Regulation mentioned aboireorderto reflect a better coordination foreseen in the near future regarding the
capacity calculation and the progressive introduction of-thased approach (when applicable). It also takes
into account that the goal of coordinated congestion management miegiwden the neighbouring regions
required in Annex | of Regulation (EC) No 714/2009 is reinforced by Article 29(9) of CACM Regulation,
which requires cooperation between neighbouring coordinated capacity calculators regarding exchanging and
confirming infamation on interdependency with the relevant regional coordinated capacity calculators. Such
a dynamic approach is in line with Regulation (EC) No 714/2009 (see redfahid Regulatioh which
requiresMemberStates to promote cooperation and mornita effectiveness of the network at the regional
level so cooperation at regional level is compatible with progress towards a competitive and efficient internal
marketin electricity.

Each existing bidding zone border where CACM obligations are in fax®den assigned only to one CCR

in accordance with Article 15 of CACM Regulation. In addition, some bidding zone borders to be created by
construction of new interconnections foreseen to be commissioned by the end of 2018 and to be operated by
TSOs certifed at the moment of submission o&tB@CRsProposa) are also proposed to be included in the
respectiveCCR (one for each¥o as to receive aarlyallr e gul at or wpp@walt hor i t i es 6

In conclusion, tB CCRs Proposal represents a dynamic and pragmaéicEuropean approach with a
pragmaticview of the geographical scope of CCRs that supports coordination across the bidding zone borders
where there is the highest observed interdependence. The need for larger CCRs will be ashessdd in

term by therelevant TSOs after some experience on coordination within a CCR and between CCRs in
accordance with the CACM Regulation has been gailmethis sense, the proposed CCRs represent the
optimal and most logical platform (procedwwese) for a technically feasible stéyy-step European CCRs
integration.

Figure 1 presents the rough geographic location of the proposed eleven (11) CCR4 pnéfdice to the

charges presented in Chapters 3.2 thi2Zand Annex }, and Figures-42 present in more detail the bidding
zones, which are connected through a bidding zone border in each of the proposed CCR via one or more
interconnectionsThe figures in Annex 1 present the bidding zones of $ameCCRs taking into account

thar future composition including various n&tJ bidding zone borders.
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CCRs
Nordic
Hansa
CWE
Italy North

GR-IT ?
CEE :
SWE
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Figure 1. Rough geographic location of the proposed CCRs (without prejudicectuatiges presented in
Chapters3.2 to3.12and Annex L
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3.2. Capacity Calculation Region 1: Nordic

The CCR Nordic should consist of the bidding zone borders and involve the ré@desiory
authoritieéMemberStates delineated in the table below.

Bidding zone borders TSOsinvolved Regulatory MemberStates
authorities involved
involved

Denmark Ii Sweden 3 (DKiSE3)
Denmark 2 Sweden 4 (DKZSE4)
Denmark 1 Denmark 2 (DK1

DK2)
Sweden 4 Sweden 3 (SESE3) | clord etk DERA, EI, Denmark,
Sweden 3 Sweden 2 (SESE2) kraftnat =nergy Sweden,
weden wedaen ; i
Fingrid Oyj Authority Finland

Sweden 2 Sweden 1 (SE3E)
SwederB 1 Finland (SE3FI)
Sweden 1 Finland (SEFI)

The CCR Nordic is a part of the region ANorthern
(EC) No 714/2009 and consists of the eight bidding zone borders connecting Denmark, Sweden and Finland,
i.e., MemberStates within the Nordicareh(er eaf t er referred to as the n
zone borders within Denmark and Sweden as indicated in the table above.

The assignment of these bidding zone borders to the CCR Nordic takes into account that\ubkaggh
electricity sytems in theCCR Nordic are well developed and closely integrated. In addition, it reflects the
present market conditions, including regulation power;afaad, intraday and financial markets. Based on
this strong interdependency between these bidding bonders, coordinated procedures already exist on
capacity calculation, including arrangements on remedial actions and cost sharing. Moreover, Article 20
paragraph 1 of CACM Regulation stipulates that there must beoom@orcapacity calculation methoduly

per CCR. Thus, the CGProposal will also allow the involved TSOs to assess the possibility and prepare
for the application of flowbased capacity calculation methodology therein.

Ot her Dbidding zone border s b e lsdefirged imppintt3(@) oftAhnex 1r e g i
to Regulation (EC) No 714/2009 have been assigned ©©@RHansa. Judiication for thisCCR is included
in Chapter 3.Delow.

INames of all NRAs and their abbreviations can be found at:
http://www.acer.europa.eu/The agency/Organisation/Board of Regulators/Pag&stBuiers.aspx
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Speci fic stake@ssebsthent sé6 comment s

Three responses were received dunmddic consultation specificallyon the CCR Nordic. All of them
supportedthe CCR Nordic implying no change request from stakeholders. However, one respondent
recognisd the needior the CCRNordicto cooperate with Norway and requesaevift incorporatiornof the
Norwegian borders. Two respondents stated tlea€CBRsProposal allows regional development in the best
interest of the internal market and European consurbese respondents perceive deepened regional co
operation as the way forwatdwardsthe Internal Energy market EM). With reference to this higlevel

view, theygave full support to the proposal as it allows further integration and development omjitheate

scale, thusproviding active contribution to thilfilment of the EU energy paly goals. This also means

that the Nordic market can continue to develop and possibly deepen existing cooperation among the TSOs.

Figure 2: Bidding zones of the CCR Nordic
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3.3. Capacity Calculation Region 2: Hansa

The CCR Hansa should consist of thedding zone borders and involve the TS@gullatory
authoritieéMemberStates delineated in the table below.

Bidding zone border TSOs involved Regulatory MemberStates
authorities involved
involved

Denmark 1i

GermanylL.uxembourg(DK1- Energinet.dk,

DEALU) TenneT TSO gERtAA Denmark

Denmark 2i GmbH, 50Hertz E| eUZRE Germany,

Transmission ' '

GermanylLuxembourg(DK2- Sweden,

DE/LU) GmbH Svenska Poland

Kraftnat and PSE
Sweden 4 Poland (SE4 PL) | S-A

TheCCCHansa s a part of the region ANorthern Europeo
(EC) No 714/2009 and consists thiree bidding zone bordelstween the Nordic Area and continental
Europe.

The assignment of these bidding zone borders iiC@RR Hansatakes into account thaj) on the one hand,

the interconnections in this CCR are closely linked to the electricity systems in the Nordic area as well as the
ones in continental Europandb) on the other hand, one common capacity calculation melthmdper

CCR is allowed as stipulated in Article 20 paragraph 1 of CACM Regulation, which may be difficult to
develop and implement efficiently on the bidding zone borders formin@@R Hansa if these borders

would be assigned to tHéCR Nordic or the CVEE/CEE CCRslIn addition, theCCR Hansa reflects the
influence between the market conditions at tlspeetive bidding zone borders.

Moreover, Article 20 paragraph 1 of CACM Regulation stipulates that there must lseranencapacity
calculationmethodologyper CCR. Tle CCRs Proposal supports various possibilities for capacity calculation
methodologies to ensure efficiency in capacity calculation. In particular, the definition of the CCR Hansa
allows for the evolution of CCRs and should facilitdie involvement of these bidding zone borders in
CWE/CEE/Nordic regions as the level of interconnection increases in the future from Nordic countries to
Continental Europe.

Specific stake@ssebsthent s6 comment s

Three responses were received durdplic consultation specificallypn the CCR Hansa. Generally, all
respondents agreed with the proposed composition of the CCR Hansa, whereas two respoakiagts
identical comments, suggested that the CCR Hahgsaldbe kept separatas long ashe CCRs of Nordic,
CWE and CEHlo notapplythe same capacity calculation metbtody (i.e. flow-based vscoordinatechet
transfer capacity) but that these CCRs shouldbe mergedif they apply the same capacity calculation
methodology One respondent agreed with the proposed composition of the CCR Whilsaecognisng
the needf cooperabn with Norway andencouragg Norway to implementhe CACM Regulationswiftly

in order toinclude theNorwegianbidding zonebordersin the CCRHansa as soon as possible

Two respondents stated the need for more clarification of how $i@s assigned to tfeéCR Hansawill
work in practice. As to their understanding, D€R Hansa consists onlyf bidding zoneborders between
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two CCRsand does ndhave any generation or load within the CGerefore, theyassumeahat the CCR
Hansashoulduse the coordinatetkt transfer capacityethoalogy.

The TSOs involved in theCRHansaare fully awae of the need for a close cooperation with the Norwegian
TSO andrecognisethe needo assign the bidding zone border NNPR to the CCR Hansaas soon as the
legal requirements for the application of CACM Regulation in Norway are fulfilled

The reasons for propiogl to establish a (separate) Hal®@R instead of havinghe relevant bidding zone
bordersancluded in one of the CCRs Nordic, CWE or CEE are technicalasesplained below.

The CCRs Nodic, CWE and CEmhavemeshed AC transmission gsidl herefore, the capacity calculation
methodologies toddeveloped for each of theSERsmust address issues such as dynamic stability, voltage
stability, transit flows, loop flows and resgrs needed to cope with system imbalances (including automatic
remedial actions). In contrast, the CCR Hansa is propmsednsist solely of radial DC and AC links. As
DC links are fully controllable and the only AC link to be assigned to the CCR l4aadéal interconnectiagn

the capacity calculation methodology to be developedhi®CCR Hansa as a separate CCR catebg
complex andeasierto implement

In accordance with Artle 20(2) of CACM RegulationTSOs in a particular CCR shall apply a common
capacity calculgon methodology. So far, TSOs don't have any experiefite efficiencywith a flow based
capacity calculation methodology for a region with an AC transmission grid which includes numerous DC
interconnectorsSuchan experience would be needed in case CCR Haasta bemerged with (one of) the
adjacent CCRs due to the fatisti) in CWE, a flow based capacity calculation methodolbggbeen
implementedsince 20th May 2015 andi) both Nordic and CEE SOsare currently in the process of
designing a flow based capacigiculation methodology for their respective region.

Therefore, it seems to be reasonable to keep the CCR Hansa as a separate CCR as long as flow based capac
calculation methodology has not been implementedllithree adjoining CCRsNordic, CWEand CEE

CCR9g. Once this targetas been reached, the CCRnlda could be merged with one ofaldrthe adjacent

CCRs. However, that decision needs to be based assessment of whigtmore beneficiali.e.to merge

the CCR Hansa with the regions usit@yv basedwith AC and DC links or only to merget with regions
usingflow basedwith AC links. As already mentioned, the CCR Hansa is deemed to be a temporary CCR
and Annex 3 of this explanatory document explains the possible mergers

1. Figure 3: Bidding zones of the CCR HargaDE/LU, DK2-SE4and DK1DK2 bidding zone borderarenot part

of this CCR)
éﬂ'
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3.4. Capacity Calculation Region 3: Central-west Europe (CWE)

The CCR CWE should consist of the bidding zone borders and involve the ré@@eory
authoritieéMemberStates delineated in the table below.

Bidding zone borders TSOs involved Regulatory Member States
authoritiesnvolved | involved

RTET Réseau de
transport
France- Belgium (FR- BE) do®l ectricitd
System Operator
Belgium- Netherlands (BE NL) | NV/SA, TenneT

TSO B.V, Amprion CREG, CRE, Belgium, France,
France- GermanyLuxembourg | mpy and ACM, BNetzA, The Netherlands,
(FR- DE/LU) TransnetBW GmbH, ILR Germany,
Netherlands- TenneT TSO GmbH, For Luxembourg
GermanylLuxembourg(NL - grios Luxembourg coordlnatl_on For coordination
DE/LV) o purposes: E purposes: Austria

L Control

For coordination

purposes50Hertz

Transmission GmbH

and Austrian Power

Grid AG
New bidding zone border:
Belgium- Germanyl.uxembourg | No change No change No change

(BE-DE/LU)

TheCCRCWE i s based o-rAVetshte Eruergipoend faNo rdtelf i ned i n poi
(EC) No 714/2009. The propos&LCR CWE was extended to include Austria, due to the decision of the
Pentalateral Energy Forum of 07.06.20M3this Forum the concernddinistriestogether with the EC have
signed a declaration to extend the CWHardo Austria. This decision of the PentalatdEnergy Forum is
taken into account when defining tleCR CWE and is seen as a further specification of the regions set in
Regulation (EC) No 714/2009herefore, the CCRs Proposal provides tloatcbordination purposes and
due to existing interdependsgas Austrian Power Grid AG shall be alsttributedto the CCR CWE. This
actually fulfils what is requested irgcital 7 of Regulation (EC) No 714/2009, which requires Member States
to promote cooperation and monitor the effectiveness of the networi@aklevel so that cooperation at
regional level is compatible with the progress towards a competitive amicmffinternal market in
electricity.

New Bidding Zones Border:In addition, it is foreseen that a new interconnection between Belgium and
Luxembourg for bidding zone border BEE/LU will be in operation by 2016. This bidding zone border
shouldupon its creation be part of the CCR CWE and thereflbidRA approval is sought already at this
stage.The TSOCreos Luxembourg S.Ashould therefar for coordination purposes and due to existing
interdependenciegsobe attributedo the CWE CCRas fromall regulatory authoritigsapproval.
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Specific stake@ssebsthent s6 comment s

Stakeholders have asked for clarification on howetketusion ofSwitzerland from the regional calculation

at the southern border of Germany, the eastern border of France and the northern border of Italy will work
with regional capacity calculation and allocati@WE and Swiss TSOs have been workinghe inclusion

of these bordersat a first step with a standard hybrid coupling (fast interim) and, then, with a full integration
within theflow based capacity calculationethoalogy. A technical solution caalreadybe provided within

a shorttimeline. However, as peghe CACM Regulation Articles 1(4) and 1(5) (quoted below for clarity)
these borders cannot be included int&ay-ahead market couplinguntil Switzerland signs an
intergovernmental agreememtith the European Union. TSOs are awaiting developments from the
discussions between tivevolvedparties

CACM Article 1(4) :-ahedd hre intthday conpling may ¢d openatl doymarket operators and
TSOs operating in Switzerland on the condition that the national law in that country implements the misiongro

of Union electricity market legislation and that there is an intergovernmental agreement on electricity cooperation
bet ween the Union and Switzerland. o

CACM Article 1(5): ASubject to the c¢ononhlyBwtredandim par
day-ahead coupling and single intraday coupling shall be decided by the Commission based on an opinion given by
the Agency. The rights and responsibilities of Swiss NEMOs and TSOs joining singleeddycoupling shall be
consistent vith the rights and responsibilities of NEMOs and TSOs operating in the Union to allow a smooth
functioning of the single daghead and intraday coupling systems implemented at Union level and -plkyial
field for all stakehol ders. o

Stakeholders havdso commented on the need to account folekiel of interdependency of some bidding
zone bordersvith CWE. As an example of this already in existenitee CWEflow based market coupling
considers thanterconnedbns between GreaBritain and ContinentaEurope BRITNED and IFA in
parallel to thecalculation offlow basedparameterand integrates them into the equat{standard hybrid
coupling) Further justification on the way these interdependengitsbe taken into accounhas been
requestedTo this end CWE andChannelTSOs arealready working orimproving and further integrating
the process described abowéd a later datea merge of Channel with CWE or an eventual G@EE may
follow after thisimportant groundworkA direct inclusion o£CRChannel within CWEat this stagéowever
would not provide a stewise technicallyfeasibleapproachand would not save timesince any further
development also requires a parallel.Ahat is put forward in the CGHProposal, and the justification for
which (as detailed in this explanatory documengpresenttheT S O 6 s ofwhatlevel of progression is
achievabldgodayfor these regionsAll this is donewithout unduly jeopardising the correct functioning of the
market or operational securjtyhilst providing for a stevise approacHor further improvement afapacity
calculation that is technically achievable

Figure 4: Bidding zones of the CCR CWE
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3.5. Capacity Calculation Region 4: Italy North

The CCRItaly North should consist of the bidlty zone borders and involve the TS@gulatory
authoritieéMember States mentioned in the table below.

Bidding zone bordery TSOs involved Regulatory authorities | MemberStatesinvolved
involved

Italy NORD - France .
Autorita per

(NORD-FR) LER.NA IRe;e E'Lelt?t_rli(l:; | 6energi a

ltaly NORD - Austria | o2 on&i€ =p-ARTH elettrica il gas

(NORD - AT) Réseau de transp.qrt _ e il sistema ltaly, France,
d 0 ®1 e Austrian®owe!| idrico, CRE, Austria,

Italy NORD - Grid AG, ELES d.o.o. E-Control, Slovenia

Slovenia (NORD Energy

SI) Agency

The CCRItaly Northand the CCRGRIT described below under point 3.6 of this chapter have been defined
by taking into consideration in particular:

T the region Altalyo as specified in point 3(2)
Italy, France, Germany, Austria, Slovenia and Greece as well as the dynamic approachaowards
competitive and efficient internal market in electricigd

1 specificprovisions set in the CACM Regulati@mhancing the promotion of suclt@mpetitive and
efficient internal market in electricity, with particular reference to Articles 15 and 20.

In particular, the definition of these CCRs takes into accooinbmly thebidding zoneborders between the
MemberSt at es i nvol ved,as specifidd @ poine3f2) a Anngx | to Regwation (EC) No
714/2009, but also the borders between bidding zar®de Italy. This is becausewhile Annex | of
Reguation (EC) No 714/2009 defines the regions where a common coordinated congestepement
method and procedure for the allocation of capacity between countrig® s implemented across
countries, the CACM Regulation requires that the regions, tddii@ed for the purpose of capacity
calculation, have to consist of a set of bidding zone borders that may not coincide with geographical borders
between two countries, as is the case for Italian internal bidding zones.

Furthermore, Articles 15 and 20 ot CACM Regulation set the requirements for the definition of the CCRs
and the development of the capacity calculation methodologies to be applied in the diffeRRsat well as

the deadlines for the development of the mentioned methodologies. Artiggard@@raph 1 of CACM
Regulation stipulates that there must be co@moncapacity calculation methodologer CCR. As far as
the region Altalyo, as defined in point (c) of
concerned, paragraph 3 ofiale 20 of CACM regulation requires the involved TSOs to submit a proposal
for the development of a common coordinated capacity calculation methodology usindagkvapproach

and clarifies that the proposal does not have to include bidding zonedioside Italy and between Italy

and Greece. Tpave the wayowards this miderm goal, the CCRaly North needs to be established now

to set the basis for the future implementatiothefCACM Regulation

Finally, the CCRs Poposal supports the developnt of the capacity calculation methodology in accordance
with the CACM Regulation. In particular, the distinct CG&&y Northallows for the evolution of CCRs and
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should facilitate the involvement of Italy in CWE/CEE regionsam ashe developmentfdahe flow-based
capacity calculation methodology evolves in the future in accordance with CACM Regulation.

Specific stake@ssebsthent s6 comment s

One stakeholder asked for explanation whg Francei Switzerland FR-CH) bidding zoneborder is
attributed toa CCR other than Italy NorthSubject to thefulfilment of the legal requirements for the
application of CACM Regulation in Switzerland atcordanceo Article 1(4) and (5) of the CACM
Regulation, the bordéfR-CH will be includedogether with the border GBE/LU in the CCR CWE due to

the already coordinated capacity calculation on North Swiss boAggtiionally, the structure of production
capacities in Switzerland and other CWE markets are complementary; base load prashaciidermittent
renewable production as well as the flexible production offered by Swiss power plants can increase the
efficiency of the system and their own value if used in a coordinated way within the same market and capacity
calculation region.

Figure5: Bidding zones of the CCRaly North (AT-SI bidding zone border isot part of this CCR)
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3.6. Capacity Calculation Region 5: Greece-ltaly (GRIT)

Following the descriptionand justification giverin section 3.5about the definitio of theCCR Italy North,
the CCR GRIT consiss of the bidding zone borders and invadwbe TSOglkegulatory authoritigMember
States delineated in the table below.

Bidding zone borders TSOs involved Regulatory Member States
authoritiesnvolved | involved

Italy BRNN - Greee
(BRNN - GR)

Italy NORD - Italy CNOR
(NORD - CNOR)

Italy CNOR- Italy CSUD
(CNOR-CSUD)

Italy CNOR- Italy SARD
(CNOR- SARD)

Autorita

Italy SARD - Italy CSUD per
(SARD-CSUD) TERNA Rete | 6ener gi

Elet'grlca elettiica il
ltaly CSUD- Italy SUD Nazionale S.p.A. gas e il taly
(CSUD- SUD) grcl)(\leenrdependent :s,ciisyema Greéce

) o idrico,

I(?SDS-UBDRI\IItlsl;y BRNN Transmission RAE

Operator S.A.
Italy SUD- Italy FOGN
(SUD- FOGN),
ltaly SUD - Italy ROSN
(SUD- ROSN)
ltaly ROSN - Iltaly SICI
(ROSN- SICI)
ltaly SICI - Italy PRGP (SICI
- PRGP).

As far as the region Altalyo, as defined in poin

is concerned, paragraph 3 of article 20 of CAR&fulation clarifies that, with referenceth® bidding zone

borders inside Italy and between Italy and Greece, the involved TSOs are not required to submit a proposal
for the development of a common coordinated capacity calculation methodology using-lzasiedv
approach. This requirement insteggplées to the Italian nordrnbordergi.e. CCRItaly North). This isone

of thereasols why bidding zone borderssideltaly and between Italy and Greece are inotudedin the
CCRItaly North.

‘_M

ENTSO-EasstA Avenue de Cortenbergh 100 A 1000 Brussels A Belgium A Teitsoeteu32



Explanatory document to all TSOsbé6 t
(CCRs) in accordance with Article 15(1) of the Commission Regulation (EU) e n S O
2015/1222 of 24 July 2015 establishia Guideline on Capacity Allocation and

Congestion Management

In addition it shouldbe considered thatjfferently from the Italian northern borders which are meshed with
the rest of the European grid, Italian internal bidding zones have basically laccadiguration thus the
main advantage of flowsased allocatign.e. taking into account that power flows oveff&iént paths, is not
applicableo this CCR As a resultthepotential inclusion ofheltalianinternal bidding zones in a flow based
region has to be preliminary and carefully assessaatder to make sure they do rohit crossborder
capacities in the flow based region.

Finally, the border between Italy and Greece is an HVDC link so it is not meshed at all with the rest of the
European grid.

The internal Italian biding zones configuration includes also the virhidHing zones of Malta, Corsica and
Corsica AC. The borders connecting these bidding zones are not includedCiBR@RIT and, thusare

not listed in the table above or shown on the map below. This is because Terna is the only certified TSO
bound by te CACM Regulation operating on one side of these bidding adraslers. Furthermore,
considering that an electricity market is not in place in these virtual bidding zones, they have been created
for the sole purpose of monitoring the energy consumptibadides in these bidding zones that need to be
imported from the adjacent geographittalian bidding zones. In this respect, the aboventioned virtual

bidding zonesre considereth the management of the Italian electricity market only.

Figure 6: Bidéhg zones of th€ CRGRIT
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3.7. Capacity Calculation Region 6: Central Eastern Europe
(CEE)

The CCR CEE should consist of the bidding zone borders and involve the ré@Qabry
authoritiegMemberStates delineated in the table below.

Bidding zone border TSOs involved Regulatory authoritieg MemberStates
involved involved

Germany/Luxembourg

Poland (DE/LU- PL)

Germany/Luxembourg

Czech Republic (DE/LU

C2),

Austria- Czech Republic

(AT -C2)

_ 50Hertz Transmission GmbH

Austria- Hungary(AT - and PSE S.A., TenneT TSO

HU) GmbH, LEPS, a

Austria- Slovenia (AT- sI) | Power Grid AGMAVIR
Hungarianindependent

Czech Republie Slovakia | Transmission Operator BNetzA, URE, ERU, | Germany, Poland,

(CZ-SK) Company Ltd.ELES, d.0.0., | EControl, MEKH, Czech Republic,

Czech Republie Poland Sl ovensks el efEnergyAgency, Austria, Hungary,
prenosové&dUstava, a,s RONI, HERA, ANRE | Slovenia, Slovakia

(CZ-PL) : o nia, \
Croatian Transmission Syster Croatia, Romania

Hungary- Slovakia (HU- | OperatorL.td. (HOPS d.o.0,)

SK) Compania Nag$Si

_ ) Transport al Energiei Electric
Poland- Slovakia (PL SK) | *Transelectrica”, TransnetBW

Croatia- Slovenia (HR- SI) | GMbH, and Amprion GmbH.

Croatia- Hungary (HR-
HU)

Romania Hungary RO -
HU)

Germany/Luxembourg -
Austria (DE/LU- AT)

New bidding zone border:

No change No change No change

Hungary- Slovenia HU-SI)

‘____ﬂ

ENTSO-EasstA Avenue de Cortenbergh 100 A 1000 Brussels A Belgium A Teitsoeteu32



Explanatory document to all TSOsbé6 t
(CCRs) in accordance with Article 15(1) of the Commission Regulation (EU) e n S O
2015/1222 of 24 July 2015 establishia Guideline on Capacity Allocation and

Congestion Management

The CCR CEE includes, without any changes, as specified in point 3.2(d) of Annex | to Regulation (EC) No
714/2009, the bidding zor®orders of Germany, Poland, Czech Republic, Slovakia, Hungary, Austria and
Slovenia. TSOs on these bidding zone borders aim at introducing thdédkmd capacity calculation
methodology as soon as possifilee CCR CEE includsalsothe bidding zone bordgof Croatia- Slovenia,
Croatia- Hungary and RomaniaHungary

Specific stake@ssebsthent s6 comment s

Regarding the GermanyAustria (DEAT) bidding zone bordetwo responses were receivethe first
stakeholder requested acknowledgehe DE-AT border and tattributethe DE-AT border intothe CCR
CEE. The second stakeholder requestedtake due account of thdA CE RO s  Np 0942016 lvut
neverthelesstressed th@on-binding nature of this opiniorasking to makechanges in the bidding zone
configuration only as result of bidding zone review proc&€S©s takingduly into account these comments
as well as the considerations presented in Chapter 5 of this explanatory document decided to include this
bidding zone baler in theCCRCEE At the same time TSOs acknowledgat the inclusion of this border
does not influence the implementation of capacity allocation on this bardieh will be introduced in line
with the implementation calendar agreed upon by theanteegulatory authorities and TSOs in accordance
with the ACER Opinion No 09/2015 and at the latest when implementation ebfieed capacity calculation
takes places in theCR CEE in accordance with the CACM Regulation.

Regardinghe inclusion of th&roatia- Slovenia, Croatia Hungary and RomaniaHungary borders since

the beginningin CEE he mor e r e p e eommahtdusingthekpabliccdnsuktation Gnogtirom
Romanian stakeholderspppored the inclusiorof the Romania- Hungarybidding zoneborder since the
beginning in the CEE region. For topologieald cosistency reasons, the CCRs Proposal provides that the
bidding zoneborders of Croatia Slovenia, Croatia Hungary and RomaniaHungary shall belong to the
same CCR. I n order to accommosdeposalircludesknetieselthdee r 6 s
biding zoneborders since #hbeginning in the CEE Regioh.shall be noted, that the implementation of
methodologies and piects may differ within the CCRor various lordess, in order tonot endanger the
ongoing initiatives.

New Bidding Zones Borders:in addition, it is foreseen that a new bidding zone border, i.eHuhgary-
Slovenia HU-SI) bidding zone bater indicated in the table above, will be created before the end of 2018.
This bidding zone bordeshouldupon its creation be part of the CCR CldSed on point 3.2(d) of Annex |

to Regulation (EC) No 714/2009h&refore, an NRA approval ieingsought alrady.

Figure 7: Bidding zones of tteCR CEE
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3.8. Capacity Calculation Region 7: South-west Europe (SWE)

The CCR SWE should consist of the bidding zone borders and involve the r@@@msbry
authoritieéMemberStates delineated in the table below.

Bidding zone borderg TSOs involved Regulz_it_or)_/ MemberStatesinvolved
authoritiesnvolved
France- Spain (FR- | RTE - Réseau de
ES) transport doé®]|
) REE- Red Eléctrica de CRE,CNMC, France, Spain,
Spain- Portugal (ES | Egpaia, S.A.U., REN ERSE Portugal
- PT) Rede Eléctrica
Nacional, S.A..

The CCR SWE is configured as specified in point 3(2)(e) of Annex | to Regulation (EC) No 714/2009,
including the bidding zone borders of France, Portugal and Spain.

Specific stake@ssebsthent s6 comment s

A respomlent comments that the geographical coverage of the calculus must be extended to improve its
efficiency. The respondent will support the integration of the Iberian Operators in a more extended area of
calculation, beyond the classical South West Re§idghR+ ES+ P T 0 . This alternat.
greater attractiveness for investors. New solutions for trade will be facilitated, promoting an efficient
integration of RES and their deployment where actually they are moreftexdive

The TSOsconsider that including SWE in the CWE capacity calculation process will not improve its
efficiency asin spite of the new HVDC linkhe Iberian Peninsula remains vergaklyinterconnected with
France and the rest tife CWE electriity system.The CAQV Regulation foresees a periodic revision of the
current CCR configuration, taking into account the new reinforcements of the interconnections and
developments in the capacity calculation methodologies

Figure 8: Bidding zones of the CCR SWE
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3.9. Capacity Calculation Region 8: Ireland and United Kingdom
(V)

TheCCR IU shoud corsistof the bidding zonebordersandinvolve the TSOs/regulatory authoritig®ember
States ddi neatedin thetable below.

Bidding zone bader | TSOsinvolved regulatoryauthorities | Member Stategvolved
involved

Ireland, Unted
Kingdom

EirGrid, Moyle Interconnect
(Moyle), National Grid
Electricity Transmission plc
(NGET) andSONI

SEM* - Great Britain
(SEM T GB)

Ofgem, UR, CER

*SEM = Single Energy Market in Ireland and Northern Ireland

The CCR IU andthe CCR Channeldescribed unde points 3.9 and 3.10 are based on the region i i,

Ireland and Fan ¢ asalefinedin point 3(2) of Annex1 of Regulation (EC) No 7142009 (hereafter referred

to as fiChannelregio n).0As outlinedin Article 3 of the CACM Regulation, this regulation aims at; fib)

ersuring opimal useof thetransmissioninfrastructured andat fid) optimisingthe @lculation and allocation

of cross-zonal capaityo. It is understood that the proposal on CQRg/s a large role in supporting these

aims and should do so while ensuring operational security (point c). It is noted that some operational security
issues seen on smaller synchronous areas are not experienced within larger synchronous areas.ek-or instanc
National Grid Electricity Transmission (NGET) manages low inertia and ROCOF (Rate of Change of
Frequency) risks not seen on continental Europe. These risks can and do affect cross border exchanges t
Great Britain (GB).

The operational evidence demoasés that the flows on both interconnections between GB and Continental
Europe (IFAand BritNed h er eaf t er r eGE rirretde rtcoo nanse citGBons 0) i nt
GB network in a combined manner. This indicates that these two interconsesttmuld be within the same

CCR. It is expected that a similar level of interaction will be seen for future interconnections with connection
sites on the south coast of the United Kingdom, and hence, these future interconnections should be includec
within the same CCR in order to achieve the aims of general objectives; points a) & g) of Article 3 of the
CACM Regulation. The same will apply to future interconnections that will be operational in the longer term
(beyond 2018) creding new bidding zone baders and will be operated by legal entitiesto be cettified as

TSOs. Such future bdding zoneborders expected to be operational within the implementation timescales of

the CACM guidine areincludedin annex2 to this explanatory documeriior information

On the other hard, the interconnections on the bidding zone border between GB andthe Single Electricity

Market in Ireland and Northern Ireland (hereafter referred to as ASEM-GBO )do not demonstrate a
significantinteraction with theinterconnectionsonthe GB network to CEPrimarily this is for 3 reasons; the
SEM-GB interconnections are electrically very distant on the GB network from th€Esiaterconnections

and so do not experience the same constraints. Secondly; the issues that affect capaeitgBGEh
interconnections are very localised on either side ofEihglish (hanneldue to their proximity to other
generation and demand sources, meanwhile the-GBNhterconnections are never affected in this same
way. Accordingly the main factors to affect the capacity of SI&8 interconnections are also very localised

to their point of connection on the GB and SEM networks respectively and are materially different in nature
to those mentioned above. Finally, both the individualdél) and combined capacity of the SENB
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interconnections compared to the @& ones is small (an effect that will be further compounded by future
pl anned interconnections) and so national GB ne
capacdiy but not that of the SEM interconnectioltsis therefore proposed that the SEM-GB-bidding zone
border shauld form a distinct CCR Moreover, in addition to these reasqnArticle 20 paragraph 1 of
CACM Regulation stipulates that there must be one common Capadty Calculation Methodology per
CCR A methoddogy thatis commonto both the SEM-GB bidding zoneborderand the GB-FR, GB-NL and
GB-BE bidding zone borders may have difficulty fully achieving requred efficiencyin the ner term given

the uniquechall engesassociated with operatingthe canparatively small synchronous gstemof SEM, which

is not conrected to the highly meshed AC nework in cortinertal Europe. Namely, the ratio of
intercomection cgadty to total system denandin SEM is high, asis the proportion of wind gereration.
Thesefactors combinedpresent difficultiesin terms of system gaklity that pose a threat to the operational
security (art.3 c) of CACM objectives) and to be effectively managed should bessseddn the capacity
cdculation methodology for the SEM-GB biding zone border. These issuesare not likely to beasaaute on

other borders within the Channeregion asdefinedin point 3.2 of Annex |to Regulation 7142009.

Furthermore,the SEM is curently undergoing significant chargesto ersureit is compliantwith the Eurogan
Network Codes/Guiddines and has received a derogation in CACM Regulation until December 3% of
2017as per Article 83(1) (cited belowixy acknowledgement of the unque clal engesinvolved. Giventhe
levels of risk anduncertainty asscciated with the implemertation of the new arrangemerts, it would be
advisable to treat the SEM-GB bidding zoneborder separately before attempting deeg@r integration with the
restof the Channekegion.

CACM Article 83(1)Transitional Provisions for Ireland and Northern IrelanfiExcept for Articles 4, 5 and

6 and participation in the development of terms and conditions or methodologies, for which the respective
deadlines shall apply, the requirements of this Regulatioli sBbaapply in Ireland and Northern Ireland

until December 32 017 0 .

Findly, this poposl suppoats vaious posibilities for capady cdculation meéhoddoges to esure
efficiencyin capady cdcuation. In paticular, the dstinct CCR IU dowsfor the evdution of Capaity
Cdcuation Regons and shdd fadlitate GB invovementin CWHCEE regons asthe level of
interconnetion increases in the future from Urited Kingdomto Cortinertal Europe. Theffere, the
determinaion ofthe CCRs as proposémdrein underpoints 3.9 an®.10 is ceemed necesry. In light of

these challenges and opportunities the proposal of CCR IU and CCR Channel both separately, and taken a
a whole, represent a progressive step forward from the curréatebal arrangemestwhilst providing a
technically feasible stepise approach towards achieving greater harmonisation. This will be done in a
progressive and orderly manras describe irhnnex 3 providing gprocesdor integration.

Figure 9: Bidding zones othe CCR U
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3.10. Capacity Calculation Region 9: Channel

The CCRChanekhould consist of the bidding zone borders and involve the Te&gDitory authoritig®ember
States delineated in the table below.

Regulatory

o MemberStates involved
authoritiesnvolved

Bidding zone border TSOs involved

RTE - Réseau de
transport
do®l ectric
France- Great Britain (FR Natlor_1a_l Grid
GB) Electr|C|_ty _
Transmission plc
Netherlands Great Britain | (NGET), National CRE, Ofgem, ACM
(NL - GB) Grid Interconnectors
Limited (NGIC),
BritNed
Development
Limited (BritNed),
TenneT TSCB.V.

France, United
Kingdom, Netherlands

Beaing in mindthe explanabn abouthe defnition ofthe CCR IU andhe CCR Channel above inipo
3.9, the CCR Channé shoud congst of the bidding zone borders, and involve the TSO#egulatory
authoritiegMemberStates,as detailed in the CGRRoposal

There is operational evidence that the flows on both IFA and BritNed interconnections do interact on the
GB network in a combined manner. This implies that these two interconnections should be within the same
CCR. ltis expected that a similar level ofdrdaction will be seen for future interconnections with connection

sites on the South coast of the United Kingdom, and hence these future interconnections should also be
included within the same CCR. To help quantify the typical interactions betweenférerttibidding zone
borders, National Grid analysed the operational security advice given to the National Grid control room at
Day AheadFor reference periodof 242 daysthis aspecivas studied

National Grid maintains the security and quality of dygpandards on the GB network by considering the

flows across boundaries in the GB network. At the Day Ahead stage key boundaries are identified and
security limits derived. These bottlenecks on the system are termed constraints and can originate from
thermal, voltage, fault level, stability or response issues. The identification of a constraint at Day Ahead
does not necessarily mean a congestion issue on the actual day, as many factors can change. However, it h:
been assumed that the frequency that wbaatstraints are identified is indicative of the typical bottlenecks

on the system.

On average 11 key constraints were identified each day, this ranged from a minimum of 4 to a maximum of
23. In total 2750 constraints were identified within this per@idthis totalstatistical sampléhe ones that
werejudged to be strongly affected by IFA or BritNegre examineds a sulsample The vast majority

of this subset87% (468), involved both IFA and BritNeQonversely aly 13% (73) involvednly one and

not the other. This has been taken as evidence that the flows on both IFA and BritNed do interact on the GB
network in a combined manner. As such @fennelposition is that these two cables should be within the
same CCR. It is technically expedtthat a similar level of interaction will be seen for future interconnectors
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with connection sites on the South coast of the United Kingdom, and hence these should also be included
within the same CCR.

In contrast this this,ne GBSEM interconnectorslo not demonstrate a significairteraction with the
interconnedbns on the South coast of tli&B network to CEfhereforeit is proposed that the GBEM
border should form a distinct CCRBs detailed in the section above;.3.9

In the near terntoordination of these proposed CCRs will be ensured in a variegctfities through
strengthened inteF SO collaboration through the provision of the Common Grid Model (CGM), the still to
be appointed capacity calculator(s), ongoing and strengiheries of Regional Securit@€oordination
Service providers (RSCSPs) as detailed in ENBS®s f o r miititateral iagreementas well as
continued involvement in the ongoing wider implementation projects focused on harmonising the DA and
ID markets. Adiitionally the implementation of these regions is being done under a shared governance to
ensure consistency. This will also allow for continual assessment of these regions as the bidding zones
evolve internally and as the level of interconnection to oi@Rs increase. If at such a point in time it is
then deemed necessary toemaluate the appropriatenes$ merging the regions, then the current
arrangement of CCRs in this proposal will allow for such a transition and will have been an important first
step in achieving this.

Figure 10: Bidding zones of the CCR Channel
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3.11. Capacity Calculation Region 10: Baltic

The CCR Baltic should consist of the bidding zone borders and involve the ré§@daiory
authoritiesMemberStates delineated in the table bglo

Regulatory authorities) MemberStates

Bidding zone border| TSOs involved : .
involved involved

Estonia- Latvia (EE
-LV)

Latvia - Lithuania
(LV -LT) EleringAS, Augstsprieguma | ECA, PUC, NCC, Estonia, Latvia,

t 0 kI s ,AB,EihgtidQwj, | Energy Authority Lithuania, Finland
Estonia- Finland
(EE-FI)

New bidding zone
borders:

Lithuania- Sweden 4| Svenska kraftnat, PSEA. El, URE Sweden, Poland
(LT-SH4)
Lithuania- Poland
(LT-PL)

The CCR Baltic includes the Baltic interconnections between the BidtiaberStates and Finland, Sweden

and Poland, which are governed by the CACM Regulation provisions. The CCR Baltic is in line with point
3.2 of Annex | of Regulation 714/2009 since it covers all the countries listed therein, i.e., Estonia, Latvia and
Lithuania. Inaddition, other countries, i.e., Sweden, Finland and Poland, are included because of the current
or new bidding zone borders described below that connect the Baltic with these countries. These are the
bidding zone border between Estonia and Finland, ihéirty zone border between Lithuania and Sweden

and the bidding zone border between Lithuania and Poland.

It is noted that the power systems of the Baltic States (Estonia, Latvia and Lithuania) operate synchronously
with the power systems of Russia andaBgs and are not synchronously connected with any other system in

the EU. Baltic States have borders and calculate and offerlmnodsr capacities to the market with the third
countries, Russia and Belarus. Given that Russia and Belarus are not EUsreamdlt@us are not bound by

the CACM Regulation and other electrieigiated EU regulations and/or legislative acts, these Baltic borders
connected with Russia and Belarus operate under a different legislative system than the EU and are not subjec
to CACM Regulation. Nevertheless, borders and power flows with the third countries influence internal Baltic
crosszonal capacities. Interrelation and governance of Baltic and third countries capacities should be
discussed at the later stage ins@ER Baltic based on the CACM Regulation provisions and following
regulatory authoritiésacceptance of respective governance rules.

New Bidding Zones Borders:In addition, it is foreseen that new bidding zone borders,Liiyania-
Sweden 4T-SH), Lithuania- Poland LT PL) indicated in the table above, will be created before the end
of 2018. These bidding zone borders should upon their creation be part of the CCR Baltic; thérefore, a
regulatorya u t h o appraval is Being sought already.
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Current DC inteconnections Estlink1 and Estlink2 between Estonia and Finland (referred teFh®igHing

zone border) connect Baltfstatesto the Nordic region. The DC interconnection NordBalt will connect
Lithuania and Sweden in the future (referred to as the&SEX bidding zone border). The upcoming AC
interconnection with the badk-back converter LitPol Link between Lithuania and Poland (referred to as
the LT-PL bidding zone border) will connect Baltic States to CEE region.

The EEFI bidding zone border and E3E4 bidding zone border (after NordBalt commissioning at the end
of year 2015) are to be included in tBER Baltic because of their significant influence on the market of the
region, capacity calculation procedures, common Baltic and Nordic balancingt naakeoperational
processes. The L-IPL bidding zone border (after LitPol Link commissioning at the end of year 204®) is
be included in theCCR Baltic because of its significant influence to the market of the region, capacity
calculation procedures an@earational processes.

Figure 11: Bidding zones of thgCR Baltic(SE4PL bidding zone border is not part of this CCR)
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3.12. Capacity Calculation Region 11: South-east Europe (SEE)

The CCR SEE should consist of the bidding zone borders and involve the r@@@sbry
authoritieéMemberStates delineated in the table below.

Bidding zone border| TSOs involved R ST ETeEs MemberStates
involved involved
Independent Power
Greece Bulgaria Transmissior_l Ope_ratcS.A.,
(GR-BG) Elektroenergien Sistemen
Operator (ESO) EAD RAE. SEWRC Greecg,
Bulgaria- Romania [Compani a NaSi|aNRE ' Bulgaria,
(BG-RO) Transport al Energiei Romania
Electrice "Transelectrica
S.A

Figure 12: Bidding zones of the CCR SEE
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4. The assessment of thest a k e h o Icamnerdsd

4.1. Introduction

According to the CACM Regulation, the deadline for the development and submission of the1GRésal
is three months aftats entry into force. In line with the CACM Regulatian public consultation was
organised lasting one monfttom 24 August 2015 tilR4 September 2015. Through this public consultation
each interested party has been able to submit comments on a drafP@p8&sal. In the middle of the public
consultation (4 September 2015), ENTSBorganised a public workshayhere the participants received
general information on the draft CE&RProposal which intended tallow participantsto provide their
comments and ask questions. During the public consultatiooments froni7 different respondents were
received that &ivebeen duly considered lyS0s. Thislocumenincludesall of these comments the table
of Annex4, whilethis chapter describémwthese commentsave been assessed and how the relgaatg
of the CCRs Roposalhave been adjusted where appropri&@thermore, it includes summary of all
comments received extracted from Annex 4.

The referencemade in this chapter correspond to the draft EBRposal in its versioaf 24 August 2015
published for consultation.

4.2. Summary of the assessment of stakeholders' comments

In this chaptergenerakomments related tine draftCCRs proposal are addressed. CCR specific comments
are addressed in the previous sections dedicated t&C&Rh

a) Alternatives and impact assessment

Respondents requestalternatives and an impact assessment to be includeel ©®CRs Poposal. TSOs
confirm that the draff CRs FPoposalpublishedor consultatiorwas based generalgnexisting practices

for coordination in capacity calculation with some changes foresethe near future reflecting the
interdependencies between borders found out by practical experience in capacity calttutasivessed

that hisdraft CCRs Roposal is a starting point for future developmditte approactselectedvas due

to the shot time span to develop the proposal (three months tfeeentry into forceof the CACM
Regulationincluding a one month consultation period) and detailed impact assessment with proper
selection criteria development was not feasible. Some respondentegwested TSOs to start frahe
existing situation, with existing entitiesther than entering infoiture discussions. TSOs would like to
underlinethat theArticle 31 of theCACM Regulation obliges ENTSE to preparea biennial report on
capacity catulation and allocation, where indicators for assessia¢pnger term efficiency of market
coupling including the merging of CCRs have to be developed. This implies that TSOs shall develop
indicators (criteria) in order to evaluate efficiency ofthe current CCRconfiguration

The proposal itselfannof based on CACM Regulatipinclude several alternativésit one robust CCR
configuration During the preparatory work TSOs discussed several alternativefhebdtraft CCRs
Proposal foconsultatiorincluded only the draft proposal based onrttagor criterionof the experienced
interdependencies between bidding zone borders in capacity calculation.

This explanatory document gives justificatiomsder each CCR description in ChaptavBy TSOs have
decided to split some regions defined in Annex | of Regulation 714/2009, i.e. Northern €tpongl
and ltaly, into two CCRs.
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b) CCRsamendment procedure

The pocess for future amendments of CCRs is defined in Article 9(13) of CACM Regulation, which
entiles TSOs andall regulatory authoritiedo request amendments of the CCRs Proposal. Such
amendment shall be submittechtbregulatory authoritiefllowing the same process of the development
of the initial proposal in accordance with Article @bthe CACM Regulationandbefore submission
consulted in accordance wiglrticle 12 of the CACM Regulation. Article 12 in particulabliges TS@

to publish any proposas, including amendment proposalf®r consultation before the proposal is
submitted for allregulatory authorities approval. Stakeholders willthus be involved insuch an
amendment process in accordance with Article 12 of CACM Regulation.

TSOs see this proposat a starting point, and in the future, there will be amendments to this CCR
corfigurationdue to e.g. changes in bidding zones, new borders due to new interconnections, efficiency
analyses made fohebiennial report on capacity calculation and allocation or mefeCCRs.

This CCRs Proposal covers newidding zoneborders foreseeto be createdintil 2018. Newbidding
zoneborders after this are not included in @€Rs FPoposal as it isnticipatedhat therewill be aneed
for anamendmenof the CCRs Proposat the latesin 2018 due to foreseen developmentth@mlEM.

It is presently not possible to specify ataet date for suchre-evaluation as it depends tretriggering
events for amendmendasmentioned above.

C) Role of ENTSOE and TSOs

The CCRsProposal based on the CACM Regulatasrdevelopedand submittedby TSOsENTSGE
serves as #acilitator for this TSOs work. TSOs have agreedctmperate througgENTSOE for this
purposelt is noted, thatlthough consultations and workshops are managed by ENF, SiBcisions on
proposals submitted tall regulatory authoritigd approvalare takerby TSOs in accordance with the
CACM Regulation, where requested to do so.

d) Coordinated Capacity Calculator

Each CCRs required tdhavea coordinatedcapacitycalculator (CCC) in accordance with Article 27(2)
of CACM Regulation. Thi€CCC shall be establishddur months afteall regulatory authoritiehave
madea decision orthe capacity calculation methodology. This means thatyitbie CCRconfiguration
has to be decided, foll@dby thedevelopment of theapacity calculatiomethodology andinally, the
CCC shall be set to calculate capacities toordinated way. CCRs Wato be defined first and this
fundamental decisionvill lead tothe establishment of CC&L TSOs point outthat ENTSGE has
published a position pagewhere capacity calculation is onetbé tasks assignedtioe regional security
coordination initiativesRSCk) implying thatanRSCI may act aa CCC.

According to the CACM Regulatiomé CCC willexecutethe capacitycalculation inthe future thus,
there is no basis for justifying the commentsdmyne respondents that TS@i#l still calculate capacities
onanindividual basisvhen the requirements mentioned above are fulfilled

e) Vision on target regions and roadmap for longer termCCRs configuration

Stakeholders requestfewer regions and would like to sagoadmap for achieving thig.SOs took
these comments into account and prepa#yedex 3to this explanatory notevhich presents an initial
estimation ofTSOson how theysee theCCRsdevelopment iad possible merging order. TSOs would

2ENTSO E position paper oRuture TSO Coordinatiofor Europe Policydated 20 November 2014:
https://www.entsoe.eu/publications/positipapgers/positioapapersarchive/Pages/Position%20Papers/FULEO-
coordinationfor-EuropePolicy-Paper.aspx
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like to emphasise that this roadmagtisndication of possible mergers, implying that detailed efficiency
studies between alternative pathsdie be made beforany proposal for merging specific CCRs will
be made.

Thetimeframe forthecurrentCCRs Poposalsubmitted to alfegulatory authorities short or medium
term.

f) Non-EU countries

The legal conditions for the inclusion of n&t bidding zone borders and how TSfosesee the
involvement of the non EU TSOs in the CCRs work are presented in Annex 1 to this explanatory
document.

Q) Cooperation between CCRs

TSOsunderscordhat Article 29(9) ofthe CACM Regulation obligeeach CCC to cooperate with the
neighbouring CCs by exchanging and confirming information on interdependency with the relevant
CCCs. Furthermoregnassessment of the accuracy of the information and corrective measures shall be
included inthe biennial reporto be prepared by ENTSBP in accordance wit Article 31 of CACM
Regulation.

h) Dates for TSOssubmissionand all regulatory authoritiesdapproval

According tothe CACM Regulation TSOs have to subrtfie CCRs proposal by 13 November. All
regulatory authoritiehaveto approve or request amendmentshi® CCR proposalwithin six months
after the last NRA has received the CCRs Propdsatase amendments are requested, TSOstbave
respondto this requestwithin two months and afterwards alégulatory authoritieso approve the
amended CCRs Proposal witfimo months.

Based on the approved CCRs configuratidigOs will develop the terms and conditions or
methodologies required amuplement regional measures and processes in accordandbe@ACM
Regulation These implementation deadlinfes each proposed methodology or the proposed terms and
conditionswill be included inthe TSOsproposals submitted to NRA approalalater stage, i.e. by
deadlines defined in the CACM Regulation.
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5. Special considerations regarding the Germany/Luxembourg-Austria
bidding zone border

In the CCRs Proposal presented for public consultati@Germanyluxembourg- Austria OE/LU-AT)

border has not been tack|ead the following footnote has been includ@h opinion on théorder between
GermanyAustria is expected in the near future from ACER following a request by the Polish Regulatory
Authority to ACER to assess the compliance of the congestion management rules on the-Sestriany
border with existing European Regutztd.

The ACER Opinion N0 09/2016 her eaf t er r ef er r e d has beemapsblished the 23A CE
September 2015 and the updated GERposatakesit into accountThisACER Opinionstates inter alia:

i heAgency invites:

(a) the TSOs and NRAs of tB&E region:

()  To commit, within 4 months of the date in which this Opinion is adopted and published, to
the adoption of a coordinated capacity allocation procedure on thé@DBorder, with a
realistic but ambitious implementation calendar with concretpsst€his implementation
calendar should give TSOs and market participants a reasonable amount of time to
prepare themselves for this important change.

(i)  To allocate maximum resources and efforts to the implementation ofgédeed Market
Coupling in the CEEegion as early as possible and work together constructively to avoid
any further delays or disputes.

(i)  To evaluate, within 4 months of the date in which this Opinion is adopted and published,
whether the already implemented interim measures (e.g. thalvyithase shifter in place
since February 2014) are sufficient to ensure network security, or whether additional
interim measures coordinated at regional level would be necessary to ensure that the
network is operated safely until a coordinated capacitycation procedure on the DE
AT border is implemented.

(b) The German and Austrian TSOs and NRAs to evaluate the need for potential transitory regulatory
measures for market participants to accompany the implementation of a coordinated capacity allocation
procedure on the DEAT border.

(c) All relevant NRAs to contire supporting the market integration process during the transitional period
until a coordinated allocation procedure on the D border is implemented. This support may imply
approving CEE congestion management rules which are not fully compliant wiethdation (EC)
714/2009 and its Annex until the measure reoemded above becomes effeative.

While following the ACER Opinion on the assignment of the Germpmixembourg- Austria border to the
CEE Regionijt has to beensure that the inclusion of this border does not influence the implementation of
capacity allocation on this bordeFhus the CCRs Proposal clarifies that such capacity allocation will be
introduced in line with the implementation calendar agreed upon byldgseant regulatory authorities and
TSOs in accordance with the ACER Opinion No 09/2015 and at the latest when implementation of flow
based capacity calculation takes places inG#&R CEE in accordance with the CACM Regulatidrne
CCRs Proposal alsdarifies thatany reference to the bidding za® GermanylL.uxembourg(DE/LU) or
Austria (AT)for the definition of the bidding zone bordémnsthe CCRs Proposahouldalso be read ate
bidding zoneof Germany/Austrid/uxembourg(DE/AT/LU) for the purposesf capacity allocatioron the
affected bidding zone bordewmntil the requirements described in Article 8(3) of this CCRs Proposal are
fulfilled.
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6. Special considerations regarding the CWE- CEE cooperation

initiative
As the way to ensure smoother and faster integratihe CRsCWE and CEEowards the implementation
of common flowbased capacity calculatiomethodology in Central Europe, a common project involving
CWE and CEE TSOas described in the CCRs Proposdl start as soon as the CE€Rroposal will be
submitted to alfegulatory authoritiesThe aim of this common project is facilitating the mergin@6Rs
CWE and CEE in an effective way while taking into accadinet already achieved results and ongoing
proects

The first deliverable of this project will be theadmap for the merging of CWE and CEE, wisblouldtake
placeas soon as possible abdforethe deadlines provided lije CACM Regulation The ceadline forthe
submission of this roadméap the relevantegulatory authoritieand ACERwill be four months after the
submission bthe CCRs Roposal by TSOs,e. beforeall regulatory authoritiggdeadline fothe approval of
the CCRs Proposalpires

The second deliverable will be jaint concept to merg the CCRs CWE and CEE providedhat the
implementation of a flodased day ahead process witBi@R CEE, coordinated wit€RCRCWE, has taken
place, having CWE methodology as a starting point. The CWE appwithdie amended where necessary
(e.g. to cover the differergrid structures ofCCRsCEE and CWE) and the merging might be executed
stepwise if needed.

Thecommon project will also include Memorandum of UnderstandifigoU) between all involved CWE

and CEE T®s outlining the precise scope of the integration and the organiaastmicture of the
cooperation, which will involv&€€ WE and CEE TSOs as well BBITSOE as facilitating party. In addition

to define the organisational structutbe aim of the MoUwill be tointensify the exchange of methods,
concepts and IT solutions for tbay aheathking into account the operational reality of the Cilél based
methodology and processes, dnda successive step, an exchange of methodological approaches for the
intraday timeframe and other CACREgulationobligations.

TSOsand ENTSGCE support this cooperation initiative andkACER, the EC and the involvedgulatory
authoritiesto supportthis common projeclsa
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ANNEX 1 7 Future composition of CCRs including various non-EU
bidding zone borders

1. Introduction

Annex 1 (Future composition of CCRs including various-Ethbidding zone borders) is attached to the
explanatory document of theCRs Proposal for informational purposes. The composition of the CCRs
presented in this Annex reflects the interdependencies between EU aBdlmdding zones borders as

well as cooperation between some 4itih and EU TSOs. It establishes the basis for therdutu
implementation of the CACM Regulation by nBity TSOs/norEU regulatory authorities-or theavoidance

of doubt, such CCR composition can only take legal effect when the legal conditions for the integration of
the CACM Regulation are fulfilled in the ndflJ countries, e.gvhen the CACM Regulation becomes an
effective law within the legal framework of each of these countries and respective NRA approvals take place
as required at that point. TSOs expect that these legal conditions will have been falfitede norEU
countries by the time the capacity calculation methodologies developed by the CCRs are appatived by
regulatory authoritiesf each capacity calculation regi¢re. at the latest 25 months after the entry into force

of the CACM Regulation Thus, to facilitate the implementation by A TSOs and the cooperation of

the EU and noiU regulatory authoritieat an early stage, within the legal boundaries set by EU or national
laws, the involved TSOs (EU and n&t) will start working togethebased on the CCR composition
presented in Annex 1 to achieve the targets set in the CACM Regulation and promote the completion and
efficient functioning of internal market and ensure the optimal management, coordinated operation and sound
technical develpment of the electricity transmission system in Europe. For these reasons, Annex 1 is
published and will be submitted by TSOs to all affeategulatory authoritiegor their information or
eventual approval in cases in which f®d regulatory authoritiebave this competence based on EU and
national law ensuring compliance with CAQR&gulatiorat the time of the submission of the C&FRoposal

by EU TSOs tall EU regulatory authorities

The Annex includes all CCRs, including those that will change dtietimclusion of notEU bidding zone
borders. The unaffected CCRs described in Chapter 3soéxplanatory docuemt are repeated to provide

the entire picture of the CCRs. Furthermore, this Annex includes new bidding zone borders expected to be in
placein the year 2018 due to new interconnections that will be built between the releviteriherStates

and norEU countries.
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2. Capacity Calculation Regions

Capacity Calculation Region 1: Nordic including norEU bidding zone borders

Bidding zone borders TSOs involved Countries involved

DK1-SES3, DK2SE4, DK1DK2,
SE4SE3, SESSE2, SEZSEL],
SE3FI, SELFI,

Denmark 1 Norway 2 DK1-
NO2)*,

Sweden 3 Norwayl (SE3
NO1)*, Sweden 2 Norway 3

(SE2NO3)*,

Sweden Norway 4 SE2 Energinet.dk, Svenska D Kk Swed
NO4)*, Sweden I Norway 4 kraftnat, FingridOyj, Fi?mrl]a:?]zrl\ior\\//vv:y*e "
(SE1-NO4)*, StatnettSF ’

Norway 3i Norway 4 NO3-
NO4)*, Norway 1i Norway 3
(NO1-NO3)*,

Norwayli Norway 5 NO1-
NO5)*, Norwayli Norway 2
(NO1-NO2)*,

Norway 2i Norway 5 NO2-
NO5)*

*These bidding zone borders will be included in the CCR Nordic in the future, subjectftdfilhgent of the legal
requirements for the application of CACM Regulation in Norway.

Figure Al: Bidding zones of the CCR Nordic
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