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CACM Cost Report of 2017

prepared by all NEMOs and all TSOs according to Article 80 of COMMISSION REGULATION

(EU) 2015/1222 of 24 July 2015 establishing a guideline on capacity allocation and

congestion management

A. Common costs resulting from coordinated activities of all NEMOs
only or all TSOs only or all NEMOs and all TSOs participating in the
single day-ahead and intraday coupling

1.) Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14" February

2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
All NEMOs costs 1315404,72 EUR OEUR
SDAC
All TSOs costs 0 EUR O EUR
common
costs
All NEMOs and all TSOs 204 332,70 EUR 0 EUR
costs
All NEMOs costs 863 399,41 EUR 0 EUR
SIDC common JAIl TSOs costs 685 970,96 EUR 0 EUR
cost
All NEMOs and all TSOs| 2846 094,10 EUR OEUR

costs

1.a)

SDAC

The all NEMOs costs of establishing and amending the SDAC consists of:

«* Interim NEMO Committee costs in the amount of 176 608,36 EUR
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NEMOs only costs of establishing and amending the SDAC algorithm and DA MCO Function

System in the amount of 1 138 796,36 EUR

as further detailed below.

50% of all costs encountered by Interim NEMO Committee in its tasks of preparation of CACM

methodologies and proposals as of 14" February 2017 in total of 176 608,36 EUR

Total costs from 14th

Related Task Force February 2017 (EUR)
NEMO Committee 154 811 €
Algorithm (and product) TF 51684 €
Back-up Methodology TF 9334 ¢€
Cost TF 26 796 €
DA Algorithm TF 19630 €
ID Algorithm TF 46423 €
Legal TF 28 669 €
Min-max price methodology TF 6330€
MCO Plan TF 5377 €
Procurement TF 4163 €
Total SUM 353217 €

v Rate of 925 EUR/MD was used for internal resources of NEMOs

The external costs were included at costs without any surplus or commercial benefit for
the contracting party.

NEMO Committee costs consists of costs of the Chairman of Interim NEMO Committee
and costs of external support (costs of project management services provided by SIA
Partners Belgium and costs of document management system provided by Project place
International AB).

The external support for PMO services was selected based on a direct assignment due to
urgency of service. The competitive tender was organized over end of 2017 and
beginning of 2018.

Algorithm (and product) TF is responsible for delivery of Algorithm Methodology and
Product Methodology according to CACM Regulation.

Back-up Methodology TF is responsible for delivery of Back-up Methodology according to
CACM Regulation.

COST TF is responsible for budgeting, validating and reviewing of costs associated with
Interim NEMO Committee and preparation of Cost Report according to CACM
Regulation.

DA Algorithm TF is responsible for delivery of requirements for SDAC Algorithm
according to CACM Regulation.



v’ ID Algorithm TF is responsible for delivery of requirements for SIDC Algorithm according
to CACM Regulation.

v’ Legal TF is responsible for delivering the contractual framework in accordance with MCO
Plan — especially the All NEMO Cooperation Agreement.

v' Min-max price methodology TF is responsible for delivery of Methodology for minimum
and maximum Prices for SDAC and SIDC according to CACM Regulation.

v' MCO Plan TF is responsible for delivery of MCO Plan according to CACM Regulation.

v' Procurement TF is responsible for performing of necessary procurements processes.

The detail disaggregation of the costs is available in relevant Database file:

e Respective costs attributable to all NEMOs for establishment and amendment of SDAC algorithm
and DA MCO Function System as of 14" February 2017 in total of 1 138 796,36 EUR

Category Costs from 14th February
2017 (EUR)
Administrative (ADMIN) 155 289,50 €
Algorithm WG (ALWG) 686 777,47 €
Change Control (CCA) 8903,13 €
Communication WG (COWG) 3006,25 €
Governance WG (GOWG) 25900,00 €
Operational Committee (OPSCOM) 4 552,73 €
Procedural WG (PWG) 40983,28 €
System design WG (SDWG) 205 521,50 €
Testing WG (TWG) 7 862,50 €
Total SUM 1138 796,36 €
v Rate of 925 EUR/MD was used for internal resources of NEMOs

The external costs were included at costs without any surplus or commercial benefit for
the contracting party.

Due to the fact, that exact cost categorization was not established or approved in 2017,
NEMOs have jointly agreed the percentage rate for each cost item category, based on
which such item was included in the NEMOs only common cost of establishing and
amending the SDAC category. (The remaining part was considered either operational
costs of pre-existing solution or costs of subset of NEMOs).

Administrative (ADMIN) costs consists of costs of the of external support related to
project management services provided by SIA Partners Belgium and costs of document
management system provided by Project place International AB).



1.b)

1.c)

v

The external support for PMO services was selected based on a competitive tender prior
to CACM entry into force.

Algorithm WG (ALWG) is responsible for scoping, delivery and testing of the new releases
of the Algorithm. This category includes costs associated with the work performed by
external service provider in charge of development and maintenance of the Algorithm-
N-SIDE SA

External service provider in charge of development and maintenance of the Algorithm-
N-SIDE SA was selected based on competitive tender prior to CACM entry into force.
Change Control Administrator (CCA) is responsible for change control management.
Communication WG (COWG) is responsible for public documentation and press release
activities.

Governance WG (GOWG) is responsible for delivering the contractual framework of
NEMOs within SDAC — especially the All NEMO Day-ahead Cooperation Agreement.
Operational Committee (OPSCOM) is responsible for evaluation of change requests
proposed by the parties.

Procedural WG (PWG) is responsible for drafting, improvement and testing of NEMOs
procedures for SDAC — the coupling part.

System design WG (SDWG) is responsible for scoping, delivery and testing of the new
releases of other parts of the MCO Function System than Algorithm. This category
includes costs associated with the work performed by external service provider in charge
of development and maintenance of the Price Matcher and Broker (PMB) — Unicorn
Systems a.s.

External service provider in charge of development and maintenance of the Price
Matcher and Broker (PMB) — Unicorn Systems a.s. was selected based on competitive
tender prior to CACM entry into force.

Testing WG (TWG) is responsible for testing of other parts of the MCO Function System
than Algorithm.

The detail disaggregation of the costs is available in relevant Database file.

There were no costs categorized as all NEMOs costs of operating the SDAC in 2017 due to the

fact that SDAC was not yet considered operational during 2017.

There were no costs categorized as all TSOs costs of establishing and amending the SDAC in
2017 due to the fact that:

v

v

The common costs incurred in the MRC and 4MMC project (recognized as a basis for the
SDAC) as the Day Ahead Operational Agreement is not signed yet and therefore are
reported as regional costs with the agreed level of details.

The costs related to the development of the methodologies are considered as TSOs
national costs and at a minor level ENTSO-E costs.



1.d) There were no costs categorized as all TSOs costs of operating the SDAC in 2017 due to the
fact that SDAC was not yet considered operational during 2017

l.e) The joint all TSOs and all NEMOs costs of establishing and amending the SDAC consists of:

% Costs related to design and implementation of Multi NEMO Arrangements in the amount of
192 638,06 EUR
++» Costs related to establishment of SDAC in the amount of 11 694,64 EUR

as further detailed below.

e Respective costs attributable to all NEMOs and all TSOs for establishment and amendment of
SDAC for design and implementation of Multi NEMO Arrangements functionalities in MCO
Function System and the Algorithm in as of 14th February 2017 in total of 192 638,06 EUR

Categor Costs from 14th February
gory 2017 (EUR)
MNA design and implementation 192 638,06 €
Total SUM 192 638,06 €

v Rate of 925 EUR/MD was used for internal resources of NEMOs

v The external costs were included at costs without any surplus or commercial benefit for
the contracting party.

v’ Due to the urgency of the task the resources available in PCR project were used in order
to deliver respective outcomes related to Multi-NEMO functionalities including the
external support related to project management services provided by SIA Partners
Belgium.

The detail disaggregation of the costs is available in relevant Database file.

e Costs related to establishment of SDAC in the amount of 11 694,64 EUR

Total costs from 14th

Related Task Force February 2017 (EUR)
MRC Algorithm TF Coordination 10 406,26€
Project Place MRC Users Common Costs 1 288,38€
Total SUM 11 694,64 €

The detail disaggregation of the costs is available in relevant Database File

1.f) There were no costs categorized as all NEMOs costs of operating the SDAC in 2017 due to the
fact that SDAC was not yet considered operational during 2017.



SIDC

The all NEMOs costs of establishing and amending the SIDC consists of:

+* Interim NEMO Committee costs in the amount of 176 608,36 EUR
«* NEMOs only costs of establishing and amending the SIDC in the amount of 686 791,05 EUR

as further detailed below.

e 50% of all costs encountered by Interim NEMO Committee in its tasks of preparation of CACM
methodologies and proposals as of 14 February 2017 in total of 176 608,36 EUR

Total costs from 14th

Related Task Force February 2017 (EUR)
NEMO Committee 154 811 €
Algorithm (and product) TF 51684 €
Back-up Methodology TF 9334 ¢€
Cost TF 26 796 €
DA Algorithm TF 19630 €
ID Algorithm TF 46423 €
Legal TF 28 669 €
Min-max price methodology TF 6330€
MCO Plan TF 5377 €
Procurement TF 4163 €
Total SUM 353217 €

The detail information related to Interim NEMO Committee is available under the NEMOs only
cost of establishing and amending the SDAC.

e Respective costs attributable to all NEMOs for establishment and amendment of SIDC in total of
686 791,05 EUR

CCECr Total costs from 14th

February 2017 (EUR)
Budget Management WG (BMWG) 9532,35 €
Legal WG (LWG) 113 458,39 €
Project Management (PM) 308 107,56 €
Procedures WG (PWG) 80702,50 €
Technical WG (TWG) 174 990,25 €
Total SUM 686 791,05




1.h)

1.i)

v’ The external costs were included at costs without any surplus or commercial benefit for
the contracting party.

v The resources for NEMOs only part of SIDC project were secured only through external
providers support by Indra Czech Republic s.r.o. for BMWG, PM, PWG and TWG and by
MODO Advocaten for LWG.

v’ The external support for PMO services was selected based on a competitive tender prior
to CACM entry into force.

v’ The external support for LWG services was selected based on a direct assignment prior
to CACM entry into force.

v' Budget Management WG (BMWG) is responsible for budgeting, validating and reviewing
of costs associated with IDOA by NEMOs.

V' Legal WG (LWG) is responsible for delivery of contractual framework needed by NEMOs
in order to establish and operate the SIDC.

v Project Management (PM) is responsible for project management of NEMOs only bodies
under the SIDC project.

v' Procedures WG (PWG) is responsible for establishing the NEMOs only procedures of SIDC
and NEMOs activities (drafting and review) related to joint NEMOs and TSOs procedures.

v' Technical WG (TWG) is responsible for review of technical and functional specification of
the SIDC MCO Function System.

There were no costs categorized as all NEMOs costs of operating the SIDC in 2017 due to the
fact that SIDC was not yet operational during 2017.

The all TSOs costs of establishing and amending the SIDC consists of:
All TSOs PMO and WG support in the amount of 685 970,96 EUR
as further detailed below.

Respective costs attributable to all TSOs for establishment and amendment of SIDC in total of
685 970,96 EUR

S Total costs from 14th
February 2017 (EUR)

TSOs workgroups convenors 426 226,71 €
TSOs legal support
TSOs PM and PMO
TSOs meeting arrangement
Costs to achieve go-live 75 246,50 €
(ECP setup and support during testing)
Audits NWE PXs 44 895,00 €
Maintenance (TSOs) 41 036,63 €




1.j)

1.k)

Hosting (TSOs) 98 566,13 €
Total SUM 685 970,96 €

v The Costs to achieve go-live (ECP setup and support during testing) are costs paid to
Magnus Red for ECP PM and to Unicorn for hosting

v' The Maintenance and Hosting costs are costs of DBAG for Maintenance and Hosting of
the ECP end note

v' The audit costs of NWE PXs are costs related to audit requested by the TSOs for
validation of the costs of PXs recovered via APCA.

There were no costs categorized as all TSOs costs of operating the SIDC in 2017 due to the fact
that SIDC was not yet operational during 2017

The join all TSOs and all NEMOs costs of establishing and amending the SIDC consists of:
SIDC algorithm and ID MCO Function System in the amount of 2 846 094,10 EUR
as further detailed below.

Costs related to establishment and amendment of SIDC as of 14™" February 2017 in total of 2 846
094,10EUR

S Total costs from 14th
February 2017 (EUR)
Accession stream 192 396,85 €
DBAG invoices 697 952,54 €
DBAG rent of NP MPLS line 635,94 €
Exchange rate correction -847,24 €
Go-live coordinator 74 802,37 €
ICCC 101,25 €
IDSC, OTF, MTF, JCT 246 389,98 £
IPT, BMSG, COM SG 14 909,40 €
IPT, COM SG 95371,92 €
ITTF 145 425,00 €
ITTF, BMSG 214 832,55 €
ICT 125429,43 €
Lip Testing 259375,00 €
LTF 209 248,02 €
Meeting expenses 38 080,00 €
ReQtest 11 892,00 €
SG Losses 26 469,52 €
System audit 48 717,00 €



Travel & meeting expenses 111 673,60 €
Travel expenses 44 734,36 €
XTG 218 646,88 €
MPLS 69 857,75 €
Total SUM 2846 094,10 €
v The Accession Stream consisted of NEMO and TSO representatives of those countries not

in the original pilot project or the first go-live. The purpose of the Accession Stream was
to: i) Provide Knowledge Transfer on XBID; ii) Provide detailed information on current
status, risks, issues etc.; iii) Provide transparency on XBID costs/sharing etc. A Project
Manager was appointed for the Accession Stream (provided by Indra) and physical
meetings were held, normally at Vienna. The Accession Stream was mobilised after the
entry into force of CACM and ended at XBID go-live when all parties, who had signed the
Intraday Operational Agreement (IDOA) joined the XBID IDSC (one Lessons Learnt
workshop was held with AS parties after go-live).

The Incident Committee (ICCC) was established in preparation for go-live to ensure that
there was the ability to hold Incident Calls in the event of XBID system incidents.
Preparation of arrangements, processes and technology were made.

The Intraday Steering Committee (IDSC) is the highest level of governance in the XBID
project and tracks project status, risks, issues etc. as well as making strategic decisions
and managing escalations within the project.

The Integrated Planning Team (IPT) (since renamed Integrated Co-ordination Team, ICT)
is responsible for ensuring all streams of activity in the project are co-ordinated by
means of an Integrated Plan. All Project Managers, PMOs and TF/SG leads attend and
update progress against the project plan including identifying
dependencies/risks/mitigations etc. Issues are escalated to the Co-Chairs of the IDSC.
The Budget Management Sub Group (BM SG) is responsible for the financial
management of the project. This includes budgeting, cost validation, financial reporting,
and the cost resettlement processes in accordance with CACM, NRA cost reporting etc.
The Communications Sub Group (COM SG) is responsible for stakeholder management.
This includes developing material for meetings with the European Commission, NRAs,
Market Parties (the User Group), MESC etc. It is also responsible for drafting press
releases. COM SG is also responsible for larger events such as the Pre- Go-Live Launch
Event.

The Joint Co-ordination Team (JCT) was a Project Board type body consisting of both
NEMOs and TSOs. Matters requiring decisions from groups such as OTF, MTF, ITTF were
managed by the JCT. The JCT reported to the IDSC. The JCT ended soon after go-live.

The Operational Task Force (OTF) was responsible for operational preparation, in
particular the description of Roles & Responsibilities, Operational procedures, procedures
for change management and maintenance and testing of procedures.



v The Market Task Force (MTF) managed aspects of the XBID project relating to, for
example, pre- and post- coupling and shipping. They were responsible for specifying the
requirements of the Shipping Module.

v The Sub Group Losses (SG Losses) focuses on designing the concept for Losses on DC
Interconnectors and specifying the requirements. Also, for undertaking functional
specification reviews etc. It is also responsible for aspects of the concept such as single
sided trades.

v’ The Information Technology Task Force (ITTF) is responsible for functional and technical
aspects related to the software and infrastructure solution of XBID. This includes
ensuring that IT requirements are specified for the DBAG solution and the review of
functional specifications. It is also the joint body where technical decisions are made. The
scope includes the communication channel aspects (e.g. MPLS, ECP) of the project as
well as the XBID solution, IT infrastructure & architecture, ICT security management,
Hosting of data and information interchange.

v The co-ordination of testing across the LIPs is essential. The LTC co-ordinates preparation
and execution of testing such as Connectivity, Functional Integration (FIT) and Simulation
Integration (SIT) with a focus on local systems integration with XBID and the support of
End-to-End tests executed together with XTG etc. Reporting on progress is made to the
IDSC. The role was in place for the 1st wave go-live and is in place for the 2nd wave go-
live as well.

v' The Legal Task Force (L TF) is responsible for the legal aspects of XBID including
drafting/review of legal agreements associated with the project. This includes
contractual aspects relating to contracts with service providers and importantly, the
development and finalisation of the Intraday Operational Agreement (IDOA).

v' The XBID Testing Group (XTG) is responsible for testing the XBID solution. It manages this
testing across NEMOs and TSOs for all of the XBID modules (CMM, SM, SOB). The XTG
assesses, plans and delivers the testing for each testing phase (e.g. User Acceptance
Testing, UAT). The XTG interfaces with DBAG and ensures, for example, that the
contractually agreed exit criteria are met for each testing phase. The XTG also have an
important interface with the LTC.

v' The Go-Live Co-ordinator (GLC) played a critical role in ensuring that all parties were
prepared for go-live. This involved defining the Go-live strategy and approach as well as
identifying the activities that needed to be completed for a successful go-live. The GLC
also tracked the completion of these — over 700 items in total.

1.1) There were no costs categorized as joint NEMOs and TSOs costs of operating the SIDC in 2017
due to the fact that SIDC was not yet considered operational during 2017.



2.) Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Costs of establishing and | Costs of operating
amending
All NEMOs costs 2205 578,86 EUR 0 EUR
Day ahead
All TSOs costs 44 602,50 EUR 0 EUR
related
CoMMON €osts Iy NEMOs and all TSOs| 978 813,56 EUR 0 EUR
Jcosts
All NEMOs costs 911 197,80 EUR 577 000,00 EUR
Intraday
All TSOs costs 435500 EUR 404 882,00 EUR
related
common cost | NEMOs and all TSOs| 6 426 921,75 EUR 1150 150,24 EUR
fcosts

2.a) The all NEMOs costs of establishing and amending the SDAC consists of:

>

)

* Interim NEMO Committee costs in the amount of 252 577,8 EUR
All NEMOs PMO and WG support in the amount of 1 953 001,06 EUR

)

R/
0.0

as further detailed below

o 50% of all costs forecasted for 2018 for Interim NEMO Committee in its tasks of preparation of
CACM methodologies and proposals in total of 252 577,8 EUR

Category Budget 2018 (EUR)
Chairman 70970,6
PMO and administrative costs 157 469,4
Legal Task Force 49 499,6
Cost Task Force 37 647,5
MCO Plan Task Force 0
Procurement Task Force 10 000
Back-up Methodology Task Force 16 788,8
Technical Task Force 87779,7
Exceptional contingency 75 000
Total SUM 505 155,6




e Respective costs attributable to all NEMOs for establishment and amendment of SDAC algorithm
and MCO Function System for 2018 in total 1 953 001,06 EUR

Category Budget 2018 (EUR)
Total Maintenance Contract Fee 662 897,56
Total Administrative Fee 284 055,50
Total Leader Remuneration Fee 305 550,00
PMB development 174 300,00
Euphemia development 673 148,56
Communication WG tasks 7 955,00
Procedural WG tasks 17 482,50
Governance WG tasks 175 375,00
Exceptional contingency 223 425,50
Total SUM 1953 001,06

2.b)  There were no costs budgeted as NEMOs only costs of operating the SDAC in 2018 due to the
fact that SDAC is not yet considered operational during 2018.

2.c) The all TSOs costs of establishing and amending the SDAC consist of:

Category Budget 2018 (EUR)

Update/Replacement/Extension TCDA
(Legal services provided by Bernard

Energy) 12 602,50
Update/Replacement/Extension TCDA

(PMO Support provided by E-Bridge). 32 000,00
Total SUM 44 602,50

2.d) There were no costs budgeted as NEMOs only costs of operating the SDAC in 2018 due to the
fact that SDAC is not yet considered operational during 2018.

2.e) The join all TSOs and all NEMOs costs of establishing and amending the SDAC consists of:

++ Costs related to adaptations or developments of the MCO Function System being currently
only design and development activities related to the MNA and SEC functionality in the
amount of 571 188,56 EUR

+* Costs resulting from drafting of the Day Ahead Operational Agreement in the amount of
114 000 EUR

% Costs of joint governance activities related to SDAC to the benefit of all Parties or all NEMOs
or all TSOs participating in the SDAC in the amount of 193 625 EUR



+* Costs related to development and user training of Simulation Facility in the amount of 100

2.f)

2.g)

2.h)

000 EUR

There were no costs budgeted as joint NEMOs and TSOs costs of operating the SDAC in 2018

due to the fact that SDAC was not yet considered operational during 2018.

The all NEMOs costs of establishing and amending the SIDC consists of:

50% of all costs encountered by Interim NEMO Committee in its tasks of preparation of CACM

methodologies and proposals as of 14" February 2017 in total of 252 577,8 EUR

Category Budget 2018 (EUR)
Chairman 70970,6
PMO and administrative costs 157 469,4
Legal Task Force 49 499,6
Cost Task Force 37 647,5
MCO Plan Task Force 0
Procurement Task Force 10 000
Back-up Methodology Task Force 16 788,8
Technical Task Force 87779,7
Exceptional contingency 75 000
Total SUM 505 155,6

Respective costs attributable to all NEMOs for establishment and amendment of SIDC in total of

658 620 EUR related to:

o Project management office of all NEMOs cooperation in the amount of 567 000 EUR

o Development of PMI log analysis tool in the amount of 91 620 EUR

The all NEMOs costs of operating the SIDC consist of:

Category Budget 2018 (EUR
PX PMO costs 77 000,00
Central Admin (PXs rotation) 428 000,00
NEMOs organization 40 000,00
PMI Log Analysis tool 31 000,00

Total SUM

577 000,00




2.i) The all TSOs costs of establishing and amending the SIDC consists of:

e Respective costs attributable to all TSOs for establishment and amendment of SIDC related to the
project management office of all TSOs cooperation in the amount of 435 500 EUR

2.j) The all TSOs costs of operating the SIDC consist of:

Category Budget 2018 (EUR)
Aggregated PM costs 100 500,00
ECP/MPLS 259 382,00
Central Admin (JAO) 45 000,00
Total SUM 404 882,00

2.k)  The join all TSOs and all NEMOs costs of establishing and amending the SIDC consists of:

e (Costs related to establishing and amending of SIDC in 2018 in total of 6 426 921,75 EUR

Category Budget 2018 (EUR)

PM+PMO+Joint Groups Convenors 1108 616,54
PM+PMO+Joint Groups Convenors

(contigency) 167 040,86
AS costs 133 630,00
LIP costs 136 963,00
LIP Testing Coordination 162 000,00
Go-Live Coordinator for wave 2 30 000,00
DBAG costs - related to wave 2 LIPs 497 178,00
FR costs (2c) 68 937,00
DBAG costs - development + CRs 300 000,00
DBAG costs - CRs after go-live 900 000,00
DBAG costs - SM 2.0 and "Losses" 750 000,00
DBAG costs - hosting/maintenance 1376 013,75
Increase hosting/maintenance once CRs

during 2018 are delivered 47 000,00
Performance Improvement Investment 99 600,00
DBAG - IT contingency 649 942,60
Total SUM 6 426 921,75




2.1)

The join all TSOs and all NEMOs costs of operating the SIDC consists of:

Costs related to operation of SIDC in 2018 in total of 1 150 150,24 EUR

Category Budget 2018 (EUR)
MPLC costs - DBAG side 61 764,00
"DBAG costs - hosting/maintenance
(2a under XBID and FR)" 398 449,25
Increase hosting/maintenance once CRs
during 2018 are delivered 47 000,00
PM+PMO+Joint Groups Convenors 131 813,68
PM+PMO+Joint Groups Convenors
(contingency) 26 362,74
OPSCOM PMO 29 250,00
Settlement support costs (third party to
be selected) 60 000,00
IC SPOC (ICCC) 294 000,00
Contingency 101 510,58

Total SUM

1150 150,24




B. Regional costs resulting from activities of NEMOs or NEMOs and

TSOs cooperating in a certain region

Following projects where NEMOs or TSOs cooperating in certain region in line with CACM Article 80

(2)(b) were recognized in 2017:

Day-ahead regional projects

Intraday regional projects

1 CWE project

13 LIP 1 — Nordic project

2 CORE project

14 LIP2 — Kontek project

3 Nordic project

15 LIP 3 - DK1/DE, DE/NL project

4 SE-PL-LT project

16 LIP 4 — NorNed project

5 Italian Borders Working Table project

17 LIP 5 — FR/DE, CH/DE, CH/FR, DE/AT project

6 MRC project

18 LIP 6 — NL/BE project

7 GR-BG border project

19 LIP 8 — FR/BE project

8 4M MC project

20 LIP 9/12 — FR/ES, ES-PT project

9 SEM-GB project

21 LIP 13 — BaltLIP project

10 Nordic MNA project

22 LIP 14 — XBID + CRIDA project

11 Poland MNA project

23 LIP 15 project

12 Baltic MNA project

24 LIP 16 project

25 GR- BG border Intraday project

Regional projects of the Day Ahead Timeframe

1. CWE project (DA) — including CWE and DE-AT-LU MNA projects

Specific regional sharing key

i Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
INEMOs costs O EUR 0 EUR
TSOs costs O EUR 0 EUR

Regional cost

NEMOs and TSOs costs

65 178,50 EUR

0 EUR




The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:

Details

Total costs from 14th
February 2017 (EUR)

MNA project PMO
MNA project convener

JSCPMO

28 750,00 EUR
10637,50 EUR

25791,00 EUR

Total SUM

65 178,50 EUR

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

costs

Budgeted
establishing and
amending for 2018

Budgeted costs of operating for
2018

Regional
costs

INEMOs costs 0 EUR O EUR
TSOs costs O EUR 0 EUR
NEMOs and TSOs costs 270 856,97 EUR 0 EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:

*Estimates

Details

(EUR)

Total costs for 2018

MNA project PMO
MNA test manager*
MNA project convener*

JSCPMO

105 000,00 EUR
69 424,47 EUR
35562,50 EUR

60 870,00 EUR

Total SUM

270 856,97 EUR




Apen informasjon / Public information

2. Core project (DA)

Specific regional sharing key approved by the competent national authorities of each
Member States in the region on the 5/20/2015

Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
INEMOs costs 0 EUR 0 EUR
TSOs costs O EUR 0 EUR
Regional cost
NEMOs and TSOs costs 179178 EUR 0 EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs from 14th
February 2017 (EUR)
4393
Convenorships
174 785
PMO
Total SUM 179 178

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of

establishing and

amending for 2018

Budgeted costs of operating for
2018

Regional
costs

INEMOs costs O EUR 0 EUR
TSOs costs OEUR 0 EUR
NEMOs and TSOs costs 114 951 EUR 0 EUR
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The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs for 2018 (EUR)
7 024

Convenorships

104 806
PMO
Legal support 1321
External economic study 1800
Total SUM 114 951

3. Nordic project (DA)

Specific regional sharing key

i.  Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
INEMOs costs 0 EUR 0 EUR
TSOs costs 0 EUR 152 500 EUR
Regional cost
NEMOs and TSOs costs O EUR 250 000 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Total costs from
Details 14th February
2017 (EUR)

2 500
Administrative fees
Estimated total cost of the verification of market 150 000
coupling results and congestion income
distribution
Total SUM 152 500

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
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Total costs from
Details 14th February 2017
(EUR)
The estimated total cost of the Nordic regional 250 000
fall-back solution that includes keeping the
Nordic bidding zones coupled in case of partial
or full decoupling on the MRC level
Total SUM 250 000

ii.  Forecasts for 2018
Following table provides overview of forecast of common costs for 2018:

Budgeted costs of establishing
and amending for 2018

Budgeted costs of
operating for 2018

Regional costs

INEMOs costs 0 EUR O EUR
TSOs costs 0 EUR 162 800 EUR
NEMOs and TSOs costs O EUR 265 000 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Total costs
Details for 2018
(EUR)

3800
Administrative fees
Estimated total cost of the verification of market 159 000
coupling results and congestion income distribution
Total SUM 162 800

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Total costs
Details for 2018
(EUR)

The estimated total cost of the Nordic regional fall- 265 000
back solution that includes keeping the Nordic

bidding zones coupled in case of partial or full

decoupling on the MRC level

Total SUM 265 000
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4. SE-PL-LT (possible projects on DA)

No regional costs in 2017, nor budgeted costs in 2018 for this project

5. Italian Borders Working Table (IBWT) project for Day Ahead Market

Actual costs for 2017(from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14" February

2017):

Costs of establishing and | Costs of operating
amending from 14th
February 2017
INEMOs costs 0 EUR 0 EUR
TSOs costs O EUR 0 EUR
Regional cost
NEMOs and TSOs costs 15725 EUR 0 EUR

Following table provides overview of forecast of common costs for 2018:

Join TSOs and NEMOs costs of establishing and

amending
Details Total costs from 14th
February 2017 (EUR)
15725
Chairman
PMO
Other Administrative costs
XX Task Force
XX development
Testing
Total SUM 15725 EUR

Forecasts for 2018
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Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

INEMOs costs 0 EUR 0 EUR
Regional

TSOs costs 0 EUR 0 EUR
costs

|NEMOs and TSOs costs 18 234,06 EUR 0 EUR

budgeted join TSOs and NEMOs costs of
establishing and amending

Details

Total costs for 2018
(EUR)

Chairman IPT

Chairman TWG

Other Administrative costs
XX Task Force

Testing

9250

8 984,06

Total SUM

18 234,06 EUR

6. MRC project for Day Ahead Market
Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14
February 2017):

Costs of establishing and
amending from 14th
February 2017

Costs of operating

Regional cost

INEMOs costs

O EUR

0 EUR

TSOs costs

O EUR

194 923,66 EUR

NEMOs and TSOs costs

11 694,69 EUR

342 296,79 EUR
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Following table provides overview of forecast of common costs for 2018:

The TSOs costs of establishing and amending and costs of operating consist of:

Total costs from
Details 14th February
2017 (EUR)

PMO - JAO fees 141 060.68
PMO - Travel and Meeting 33102,97
Organization Expenses
PMO - Consultancy Services 20 760,02
(E-Bridge)
Total SUM 194 923,66

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Total costs from
Details 14th February
2017 (EUR)
MRC Algorithm TF Coordination 10 406,32
Project Place MRC Users 1 288,38
Common Costs
Total SUM 11 694,69
Total costs from
Details 14th February
2017 (EUR)
Legal TF 44 863,31
Secretarial Services 17 671,91
OPSCOM
MRC Operational Report 2717,20
- Changes
Simulation Facility tool - 277 044,38
Operational Costs
Total SUM 342 296,79

Forecasts for 2018
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Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

INEMOs costs O EUR O EUR

Regional
costs

TSOs costs 44 602,50 EUR 261 600,00 EUR

NEMOs and TSOs costs 407 625,00 EUR 330 857,00 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

. Total costs for 2018
Details e petalls (EUR)
PMO - New TCDA Agreement 12 602,50 PMO - JAO fees 140 000,00
Legal Advisor - New TCDA Agreement 32 000,00 PMO - Travel and Meeting 40 000,00
Organization Expenses
Total SUM 44 602,50 Pl\/fIgO - ConsultarF:cy Services 81 600,00
(E-Bridge)
Total SUM 261 600,00

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Total costs - Total costs for 2018
Details for 2018 etalls (EUR)

SE——— — et Legal TF 70000,00
Simulation Facility tool - Training for Users 10 000,00 Secretarial Services 45 000,00
Simulation Facility tool - MNA Scope 60 000,00 OPSCOM
Simulation Facility tool - Contingency for 30 000,00 MRC Procedures - Updates 10 000,00
CR MRC Operational Report - 6 457,00
MRC Algorithm TF Coordination 41 825,00 Changes
Project Place MRC Users Common Costs 1 800,00 Simulation Facility tool - 199 400,00
PMO DAOA 114 000,00 Operational Costs
Legal Support DAOA & ICG costs 150 000,00 Total SUM 330 857,00
Total SUM 407 625,00
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7. GR-BG border for Day Ahead Market Coupling

No regional costs in 2017, nor budgeted costs in 2018 for this project.

8. 4MMC - regional market coupling for DA (CZ-SK-HU-RO)

Specific regional sharing key approved by the competent national authorities of each

Member States in the region

Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14
February 2017):

Costs
and amending
14th February 2017

of establishing
from

Costs of operating

Regional cost

INEMOs costs * 0 EUR O EUR
TSOs costs O EUR 30 975 EUR without VAT **
NEMOs and TSOs costs* 0 EUR 0O EUR

*According to agreed cost sharing approach all costs are recognised as national costs — no joint NEMO and
TSO costs and no NEMO only costs of 4M MC
**Since these regional activities are not performed on CCR level as defined by decision of ACER 06/2016, we
do consider that provisions of article 78 CACM for such solutions are not applicable

The TSOs costs of establishing and amending and costs of operating consist of:

TSOs costs of operating

Details

Total costs from 14th
February 2017 (EUR)

Administrative and hosting fees

Total SUM

30 975 EUR without VAT

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:




Apen informasjon / Public information

Budgeted costs
establishing
amending for 2018

of | Budgeted costs of operating for
and | 2018

INEMOs costs* O EUR 0 EUR
Regional TSOs costs 0 EUR 35 400 EUR without VAT**
costs

NEMOs and TSOs costs* O EUR 0 EUR

*According to agreed cost sharing approach all costs are recognised as national costs — no joint NEMO and
TSO costs and no NEMO only costs of 4M MC
**Since these regional activities are not performed on CCR level as defined by decision of ACER 06/2016, we
do consider that provisions of article 78 CACM for such solutions are not applicable

The budgeted TSOs costs of establishing and amending and costs of operating consist

of:

budgeted TSOs costs of operating

Total costs for 2018

Details (EUR)
Administrative and hosting 35400
fees
Total SUM 35 400 EUR without VAT

9. SEM-GB regional project

Specific regional sharing key approved by the competent national authorities of each
Member States in the region on the 6/14/2017.

i.  Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14 February

2017):

Costs of establishing and
amending from 14th
February 2017

Costs of operating

INEMOs costs

0 EUR

O EUR

Regional cost
TSOs costs

0 EUR

O EUR
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|NEMOs and TSOs costs

279,278 EUR O EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs from 14th
February 2017 (EUR)
PMO 239,916
Testing 39,362
Total SUM 279,278

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018
INEMOs costs OEUR O EUR
Regional TSOs costs 0 EUR 10,000 EUR
costs
NEMOs and TSOs costs 276,881 EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Details

Total costs for 2018
(EUR)

PMO

10,000

Total SUM

10,000
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The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs for 2018
(EUR)
PMO 216,415
Testing 60,466
Total SUM 276,881

10.Nordic MNA

Specific regional sharing key

i.  Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common regional costs in 2017 (from

14" February 2017):

Costs of establishing and
amending from 14th

Costs of operating

February 2017
INEMOs costs O EUR 0 EUR
TSOs costs 218 300 EUR 0 EUR
Regional cost
NEMOs and TSOs costs 0 EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs from 14th
February 2017 (EUR)
207 300
PMO
11 000
Other Administrative costs
Total SUM 218 300

ii. Forecast for 2018

Following table provides overview of forecast of common regional costs for 2018:
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Costs of establishing and | Costs of operating
amending for 2018

NEMOs costs 0 EUR 0 EUR

TSOs costs 290 100 EUR 0 EUR
Regional cost

NEMOs and TSOs costs O EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs for 2018 (EUR)
271 000
PMO
19 100
Other Administrative costs

Total SUM 290 100

11.Poland MNA
No regional costs in 2017, nor budgeted costs in 2018 for this project.

12.Baltic MNA
No regional costs in 2017, nor budgeted costs in 2018 for this project.
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Regional projects of the Intraday Timeframe

13.LIP 1 — Nordic:

Involved parties: Fingrid, EnDK, SvK, Statnett, Nord Pool, EPEX
This project has a specific regional sharing key approved by the competent national
authorities of each Member States in the region

i Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
NEMOs costs 0 EUR
0 EUR
. TSOs costs 69,405 EUR 0 EUR
Regional cost
NEMOs and TSOs costs O EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of PMO costs

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

NEMOs costs O EUR
0 EUR
Regional TSOs costs 15,094 EUR E
costs OEUR
NEMOs and TSOs costs O EUR O EUR

The TSOs costs of establishing and amending and costs of operating consist of PMO costs

14.LIP 2 - Kontek:

Involved parties: EnDK, 50Hz, Nord Pool, EPEX
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This project has a specific regional sharing key.

i. Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
NEMOs costs 0 EUR 0 EUR
TSOs costs 32 329,58 EUR 0 EUR
Regional cost
NEMOs and TSOs costs 0 EUR O EUR

The TSOs costs of establishing and amending and costs of operating consist of PMO costs

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

NEMOs costs 0 EUR 0 EUR
Regional TSOs costs 20 000 EUR 0 EUR
costs

NEMOs and TSOs costs 0 EUR 0 EUR

The budgeted TSOs costs of establishing and amending and costs of operating
consist of PMO costs

15.LIP 3 — DK1/DE, DE/NL:

Involved parties: EnDK, TenneT NL& DE, Amprion, EPEX, APX/Belpex, Nord Pool
This project has a specific regional sharing key (each of the four TSO parties 25%).

i. Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14%
February 2017):
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Costs of establishing and
amending from 14th

Costs of operating

February 2017
NEMOs costs O EUR O EUR
TSOs costs 205 850 EUR 0 EUR
Regional cost
NEMOs and TSOs costs O EUR O EUR

The TSOs costs of establishing and amending and costs of operating consist of PMO costs

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of
establishing and
amending for 2018

Budgeted costs of operating for
2018

Regional
costs

NEMOs costs 0 EUR O EUR
TSOs costs 48 700 EUR 0 EUR
NEMOs and TSOs costs 0 EUR O EUR

The budgeted TSOs costs of establishing and amending and costs of operating
consist of PMO costs

16.LIP 4 — NorNed:

Involved parties: Statnett, TenneT NL, APX/Belpex, Nord Pool.

No regional costs in 2017, nor budgeted costs in 2018 for this project.

17.LIP 5 - FR/DE, CH/DE, CH/FR, DE/AT:

Involved parties: Amprion, TransnetBW, APG, RTE, Swissgrid,EPEX, Nord Pool, Tennet DE.

No regional costs in 2017, nor budgeted costs in 2018 for this project.

18.LIP 6 — NL/BE:

Involved parties: Elia, TenneT NL, APX/Belpex, Nord Pool
Specific regional sharing key equal share between TSOs

i.  Actual costs for 2017 (from 14th February 2017)
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Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
INEMOs costs 0 EUR 0 EUR
[TSOs costs 54 358,79 EUR 0 EUR
Regional cost
NEMOs and TSOs costs 0 EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs from 14th
February 2017 (EUR)
PMO € 54 050
308,79
Expenses
Total SUM € 5435879

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

NEMOs costs O EUR O EUR
Regional TSOs costs 50 000 EUR 0 EUR
costs

NEMOs and TSOs costs 0 EUR 0 EUR

The budgeted TSOs costs of establishing and amending and costs of operating consist of

PMO costs and rollback costs

19.LIP 8 - FR/BE:
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Involved parties: RTE, Elia, APX/Belpex, EPEX, Nord Pool
Specific regional sharing key equal share between TSOs

i. Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
NEMOs costs 0 EUR 0 EUR
TSOs costs 38 047,25 EUR 0 EUR
Regional cost
NEMOs and TSOs costs 0 EUR 0 EUR

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs from 14th
February 2017 (EUR)
PMO 37950 EUR
Expenses 124,25 EUR
€ 38074,25
Total SUM

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of
establishing and
amending for 2018

Budgeted costs of operating for
2018

Regional TSOs costs

NEMOs costs 0 EUR 0 EUR
45 000 EUR 0 EUR
NEMOs and TSOs costs O EUR O EUR

The budgeted TSOs costs of establishing and amending and costs of operating consist of
PMO costs and rollback costs
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20.LIP 9/12 - FRI/ES, ES-PT:

Involved parties: RTE, EPEX, Nord Pool, OMIE, REE, REN
Specific regional sharing key

i. Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
NEMOs costs 0 EUR 0 EUR
TSOs costs 0 EUR 0 EUR
Regional cost
NEMOs and TSOs costs 127 417,17 EUR 0 EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating
consist of PMO services.

ii. Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018

NEMOs costs 0 EUR 0 EUR
Regional TSOs costs 0 EUR 0 EUR
costs

NEMOs and TSOs costs 8 791,24 EUR 0 EUR

The join TSOs and NEMOs budgeted costs of establishing and amending and costs of
operating consist of PMO services.

21.LIP 13 — BaltLIP:

Involved parties: Elering, Litgrid, AST, Fingrid (Estlink), Svenska Kraftnat (NordBalt), Nord
Pool
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Specific regional sharing key.

i. Actual costs for 2017 (from 14th February 2017)

Following table provides overview of total actual common costs in 2017 (from 14

February 2017):
Costs of establishing and | Costs of operating
amending from 14th
February 2017
NEMOs costs 6227 EUR 0 EUR
TSOs costs 18 680 EUR O EUR
Regional cost
NEMOs and TSOs costs 24 907 EUR 0 EUR

The NEMOs costs of establishing and amending and costs of operating consist of:

Details Total costs from 14th

February 2017 (EUR)

PMO 6227
Total SUM 6 227

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs from 14th

February 2017 (EUR)
PMO 18 680
Total SUM 18 680

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs from 14th
February 2017 (EUR)
PMO 24 907
Total SUM 24 907

ii. Forecasts for 2018
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Following table provides overview of forecast of common costs for 2018:

Budgeted costs of | Budgeted costs of operating for
establishing and | 2018
amending for 2018
NEMOs costs 1230 EUR
0 EUR
Regional
costs TSOs costs 4112 EUR 0 EUR
NEMOs and TSOs costs 5342 EUR O EUR

The NEMOs costs of establishing and amending and costs of operating consist of:

Details Total costs for
2018(EUR)
PMO 1230
Total SUM 1230

The TSOs costs of establishing and amending and costs of operating consist of:

Details Total costs for 2018
(EUR)
PMO 4112
Total SUM 4112

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:
Details Total costs for 2018
(EUR)
PMO 5342
Total SUM 5342

22.LIP 14 — XBID + CRIDA:

Involved parties: Italy — Slovenia — Austria — France
The project is temporarly stopped, there is no regional costs in 2017, nor budgeted costs for

2018.
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23.LIP 15:

Default CACM sharing key.

No incurred regional costs in 2017

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:

Budgeted costs of
establishing and
amending for 2018

Budgeted costs of operating for
2018

NEMOs costs O EUR 0 EUR
Regional TSOs costs 0 EUR 0 EUR
costs

NEMOs and TSOs costs 18 200 EUR 0 EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:

TSOs and NEMOs costs of establishing and

amending
Details Total costs for 2018
(EUR)
18 200
Testing
Total SUM 18 200

24.LIP 16:

Specific regional sharing key, the sharing key was reported by individual parties to their

respective NRAs.

No incurred regional costs in 2017

Forecasts for 2018

Following table provides overview of forecast of common costs for 2018:
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Budgeted costs of
establishing and

amending for 2018

Budgeted costs of operating for
2018

Regional
costs

NEMOs costs O EUR 0 EUR
TSOs costs O EUR O EUR
NEMOs and TSOs costs 24 500,00 EUR 0 EUR

The join TSOs and NEMOs costs of establishing and amending and costs of operating

consist of:

Budgeted costs of establishing and amending for 2018

Details Total costs for 2018

(EUR)
PMO 24 500,00 EU
Total SUM 24 500,00 EU

25.GR- BG border for Intra Day:

Involved parties:

There are no regional costs in 2017, nor budgeted costs for 2018.
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C. National costs resulting from activities of the NEMOs or NEMOs and
TSOs in that Member State.
NEMOs and TSOs reserve the right to submit directly to the relevant regulatory authority National costs

resulting from activities of the NEMOs in that Member State, that are classified as sensitive commercial
information.



) epexspot yecc —

Nordic Countries Cost report 2017
Details of activities in relation to individual cos ts
Paris/Leipzig — 20 March 2020

In 2017 EPEX SPOT/ECC adapted its (or developed new) clearing and shipping solutions to
comply with the Nordic Multi-NEMO Arrangement (MNA) requirements defined by the Nordic
TSOs and validated by the national regulatory authorities of Denmark, Finland and Sweden,
as well as of Norway.

Not included in EPEX SPOT/ECC's development and amendment costs are activities related
to the implementation of new local markets of EPEX/ECC, such as:

» Set-up of local products/markets including testing with market participants

* Admission and set-up of local members

» Obtaining legal opinions for direct clearing participant members

* Any process and system adjustments (e.g. invoicing requirements) to offer local prod-
ucts.

A. SDAC — Single Day-Ahead Coupling

1. Meeting participation and design activities

- Contribute to Nordic TSOs’ Nordic Multi-NEMO Arrangements (MNA) proposals, par-
ticipate in NRA workshops and consultations

- Contribute to Nordic TSOs’ Fallback proposals, participate in NRA workshops and con-
sultations

- participate in MNA project meetings

- draft, review and validate Nordic MNA project deliverables

- Design internal systems according to Nordic MNA and TSO requirements

2. Legal implementation of Nordic Multi-NEMO Arrang  ements

- check legal requirements, apply for and operate required licenses and implement ad-
ministrative prerequisites to become a balance responsible party (BRP)

- check, design and implement solutions to comply with local legal / tax requirements

- Draft and review the Nordic Day-Ahead Operational Agreement

3. Implementation of system requirements and reliab ility measures

- Draft and review the modified SDAC topology in Nordic bidding zones

- Define, develop and implement required IT system releases for handling day-ahead
Nordic Cross Zonal capacities and associated market results management

- Define, develop and implement required IT system releases for handling the connection
to Joint Nordic TSOs system and Energinet.

- Define, develop and implement required IT system releases for handling day-ahead
nominations: MTS.nom 2018.06

- Update SMSS (setup new product groups via configuration)

- Update PMA (update monitoring)

- Update PXP (via configuration)

- Update SAS (implement dynamic collateral models of market coupling counterparties)



4. Testing requirements

- Test systems evolutions in isolated mode as well as in End-to-End session together
with project partners.

- Testinterfaces between EPEX SPOT and ENDK and RSC

- Test reporting and invoicing for new product groups

- Test system interfaces for information transfer between EPEX SPOT and ECC

- Check & update of ECC internal documentation

5. Develop, negotiate, implement and test cross cle  aring solutions with relevant
other NEMOs/CCPs

- Develop and implement required amendments in cross-CCP settlement with Nord Pool
AS.

- Establish effective and efficient decoupling solutions in predefined default situations in
collaboration with EPEX SPOT

. Single Intraday Coupling

1. Meeting participation and design activities

- Contribute to Nordic TSOs’ Nordic Multi-NEMO Arrangements (MNA) proposals, par-
ticipate in NRA workshops and consultations

- Contribute to Nordic TSOs’ Fallback proposals, participate in NRA workshops and con-
sultations

- participate in MNA project meetings

- participate in LIP project meetings and XBID workshops

- draft, review and validate XBID and LIP project deliverables

- Design internal systems according to Nordic MNA and TSO requirements

2. Legal implementation of preferred shipper setup

- Review and negotiate Intraday Operational Agreement (IDOA) signed by NEMOs and
TSOs

- establish entities for separate Energy Identifier Code (EIC)

- check legal requirements, apply for and operate required licenses and implement ad-
ministrative prerequisites to become a balance responsible party (BRP)

- establish additional or amend existing BRP contracts with relevant TSOs or TSO enti-
ties (eSett)

- establish relevant agreements for use of technical interfaces (e.g. EDIEL)

- establish liability agreements with TSOs (e.g. nomination on behalf)

- amend Settlement Link Agreement with Nord Pool AS

- amend Account Agreement with Nord Pool AS and Settlement Bank

- check, design and implement solutions to comply with local legal / tax requirements

- Information to financial regulator (BaFin) about new markets and activities as shipper

3. Setting up XBID products and NEMOs/CCPs/shippers  as counterparties

- Configure EPEX SPOT and ECC in SIDC XBID modules (Shared Order Book and
Shipping Module)

- Design new product group concept for ECC’s internal systems

- Set up new product groups in ECC's internal systems



Implementation of system requirements and reliab  ility measures

Define, develop and implement required IT system releases for handling the XBID so-
lution, including

0 4 DTT fully redundant trade transfer Infrastructure

o FPM29

o FPM211

0 MTS.nom 2018.06
Update SMSS (setup new product groups via configuration)
Update PMA (update monitoring)
Update PXP (via configuration)
Update SAS (implement dynamic collateral models of market coupling counterparties)
Implementation of Bundesbank pledge accounts as collateral management tool
Update EPEX SPOT systems based on new performance requirement in order to cope
with increased data loads (increased number of transactions and flows)

Testing requirements

Contribute to joint integration tests (FIT, X-FIT SIT I, 1l and Ill; member trial | and I,
regression tests, performance tests)

Implement additional load tests

Test system developments

Test reporting and invoicing for new product group



Common position on cost sharing and recovery in the Nordic countries

21. December 2020

In July 2018 the Nordic energy regulatory authorities (Nordic NRAs), Reguleringsmyndigheten for
energi, Energiavirasto, Energimarknadsinspektionen and Forsyningstilsynet agreed on a common position
on how common costs defined in Article 80(2)a) of Commission Regulation (EU) 2015/1222 of 24 July
2015 establishing a guideline on capacity allocation and congestion management, and clearing and
settlement costs according to Article 77(1) in the same regulation shall be shared and recovered in the
Nordic countries. The Nordic NRAs also reached a common position on how national costs referred to in
article 80(2)c) of Regulation (EU) 2015/1222 shall be shared and recovered in the Nordic countries.

In December 2019, the Nordic NRAs reached a common position on how regional costs defined in article
80(2)b) of Regulation 2015/1222 shall be shared and recovered. Additionally, the position on the
individual NEMO costs in support of common costs, national costs and clearing and settlement costs were
clarified and updated in this second version of the joint position paper.

The Nordic NRAs have now reached a new common position on how to treat the individual NEMO costs
in support of common costs and have updated the joint position paper accordingly. Additionally, we have
updated the joint position paper concerning clearing and settlement costs and the yearly fee NEMOs
operating in the Nordic countries are allowed for collecting and transferring congestion income to the
Nordic TSOs.

The Nordic NRAs will issue separate, national decisions on the matter in due course, but do hereby
inform the Nordic TSOs and nominated electricity market operators (NEMOs) planning to operate in the
Nordic countries about our common position.

1. General position and timing

The cost recovery arrangements presented in this document are applicable for costs incurred from the 14%
of February 2017. However, the rules presented in this paper concerning fees for collecting congestion
income apply from the implementation of the Nordic Multi-NEMO Arrangement (MNA).

All NRAs have agreed at European level on principles for the sharing of common cost between Member
States (MS) in accordance with Article 80(3). Additionally, all NRAs have agreed at European level on a
sharing key for the individual NEMO costs in support of common costs between the MSs.

This paper contains the position of the Nordic NRAs on how the MS’ share of common and regional cost
referred to in article 80(2)(a) and Article 80(2)(b) and national cost referred to in article 80(2)c) shall be
shared and recovered in the Nordic countries in accordance with article 75(1), 75(2) and 76(3).

2. Common European costs
2.1 Costs resulting from coordinated activities of all NEMOs

Cost sharing

The MS’ share of the common cost resulting from coordinated activities of all NEMOs as defined in
Article 80(2)a, that has been assessed as reasonable, efficient and proportional in accordance with 75(2),
shall be shared as following.

Common development cost




e 1/3 of the cost shall be shared equally between all designated and passporting NEMOs in the MS
from the month of the NRA decision on designation or notification of passporting'. For Norway,
1/3 shall be shared equally between NEMOs holding a market place license.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS.

Common operational cost

e 1/3 of the cost shall be shared equally between all designated and passporting NEMOs in the MS
from the month of the NRA decision on designation or notification of passporting’. An exception
to this is new NEMOs that are not operational (meaning the NEMO does not receive bids nor
ships) anywhere in the EU. These NEMOs will start to share the common operational costs from
the month that they are designated or passported and have started to receive bids or start to ship.

For Norway, 1/3 shall be shared equally between NEMOs holding a market place license. The
exception from this are new NEMOs who are not operational (that means that the NEMO does
not receive bids nor ships) anywhere in the EU. These NEMOs will start to share the common
operational costs from the month that they are granted a market place license and have started to
receive bids or start to ship.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS.
Cost recovery
The shared cost shall be recovered as following:

Common operational cost

NEMOs shall bear their respective part of the MS’ share of NEMOs common cost associated with
operating the single day-ahead- and the intraday coupling.

These costs shall not be paid by the TSO?.

Common development cost (establishing and amending cost)

Each Nordic TSO shall bear its MS’ share of the NEMOs common costs associated with establishing and
amending the single day-ahead- and the intraday coupling, provided that the costs are assessed as
reasonable, efficient and proportionate by the NRAs. The TSO shall be able to recover these costs
through the network tariffs.

2.2 Costs resulting from joint or coordinated activity of NEMO/TSO

Cost sharing

The MS’ share of common joint NEMO/TSO costs, that has been assessed as reasonable, efficient and
proportional in accordance with 75(2), shall be shared equally between the NEMO(s) and the TSOs. (50%
to TSO, 50% to the NEMO/NEMOs)

! Nordic NRAs consider a NEMO as a passporting NEMO two months after the notification of performance by the
NEMO
2 Nordic NRAs consider a NEMO as a passporting NEMO two months after the notification of performance by the

NEMO
3 Unless agreed upon and approved as a TSO contribution pursuant to article 76(2).



If there are more than one NEMO designated or accepted as passporting NEMO in the MS, the NEMOs
share shall be shared as following:

Common development cost

e 1/3 of the cost shall be shared equally between all designated and passporting NEMOs in the MS
from the month of the NRA decision on designation or passporting®. For Norway, 1/3 shall be
shared equally between NEMOs holding a market place license.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS.

Common operational cost

e 1/3 of the cost shall be shared equally between all designated and passporting NEMOs in the MS
from the month of the NRA decision on designation or passporting’. An exception to this is new
NEMOs that are not operational (meaning the NEMO does not receive bids nor ships) anywhere
in the EU. These NEMOs will start to share the common operational costs from the month that
they are designated or passported and have started to receive bids or start to ship.

For Norway, 1/3 shall be shared equally between NEMOs holding a market place license. The
exception from this are new NEMOs who are not operational (that means that the NEMO does
not receive bids nor ships) anywhere in the EU. These NEMOs will start to share the common
operational costs from the month that they are granted a market place license and have started to
receive bids or start to ship.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS

Cost recovery

The shared cost shall be recovered as following:

Common operational cost

NEMOs shall bear their respective part of the MS’ share of the common joint NEMO/TSO operational
cost associated with operating the single day-ahead- and the intraday coupling. These costs shall not be
paid by the TSOS.

The TSOs shall be able to recover their share of the common joint operational costs through their network
tariffs.

Common development cost

Each Nordic TSO shall bear its MS’ share’ of the common joint NEMO/TSO development costs
associated with establishing and amending the single day ahead and the intraday coupling, provided that
the costs are assessed as reasonable, efficient and proportionate. The TSO shall be able to recover these
costs through the network tariffs. This implies that a NEMO gets cost recovery through the network tariff
for its share of the common joint NEMO/TSO development costs.

4 Nordic NRAs consider a NEMO as a passporting NEMO two months after the notification of performance by the
NEMO

5 Nordic NRAs consider a NEMO as a passporting NEMO two months after the notification of performance by the
NEMO

6 See footnote 2

7 Both the share attributed to the TSO and the share(s) attributed to the NEMO(s)



2.3 Costs resulting from coordinated activities of all TSOs

Cost sharing

The MS’ share of the common cost resulting from coordinated activities of all TSOs, that has been
assessed as reasonable, efficient and proportional in accordance with 75(2), shall be attributed 100% to
the national TSO.

Cost recovery — operational and development cost

Both operational cost and development costs resulting from coordinated activities of all TSOs can be
recovered through network tariffs, provided that the costs are assessed as reasonable, efficient and
proportionate.

2.4 Summary of common European costs

NEMOs shall bear their respective share of common cost resulting from coordinated activities of all
NEMOs associated with operating the single day ahead and intraday coupling. These costs shall not be
paid by the TSO.

NEMOs shall bear their respective share of common cost resulting from coordinated activities of all
NEMOs and TSOs jointly (common joint NEMO/TSO costs) associated with operating the single day-
ahead- and the intraday coupling. These costs shall not be paid by the TSO.

Each Nordic TSO shall bear its MS’ share of the cost associated with establishing and amending the
single day ahead and the intraday coupling. These cost can be recovered through network tariffs, provided
that the costs are assessed as reasonable, efficient and proportionate.

Each Nordic TSO shall bear its share of the common cost resulting from coordinated activities of all
TSOs associated with operating the single day-ahead- and the intraday coupling. These costs can be
recovered through network tariffs, provided that the costs are assessed as reasonable, efficient and
proportionate.

Each Nordic TSO shall bear its share of the common cost resulting from coordinated activities of all
NEMOs and TSOs jointly (common joint NEMO/TSO costs) associated with operating the single day-
ahead- and the intraday coupling. These costs can be recovered through network tariffs, provided that the
costs are assessed as reasonable, efficient and proportionate.

3. Regional cost

Cost sharing

It follows from article 80(4) that NEMOs and TSOs cooperating in a certain region shall jointly agree on
a proposal for the sharing of regional costs subject to approval by the competent NRA. Alternatively, the
NEMOs and TSOs may use the cost sharing arrangements set out in article 80(3) (‘’common costs’’). The
sharing of the costs for a specific region will therefore depend on the chosen and approved sharing key
for each regional project.

These costs do not include costs for the Multi-Regional Coupling (MRC) project until the Single Day-
Ahead market goes live.

Cost recovery



The shared costs shall be recovered by the TSOs and NEMOs according to the same principles as
common costs. Reference is therefore made to the recovery part of the three chapters

a) Common cost resulting from coordinated activities of all NEMOs (see 2.1),
b) Common costs resulting from coordinated activity of NEMO/TSO (see 2.2),

¢) Common cost resulting from coordinated activities of all TSOs (see 2.3).

4. National cost

Cost sharing

Individual NEMO national costs shall not be shared between the NEMOs. National costs resulting
directly from coordinated activities of the NEMOs in that Member state® that have been assessed as
reasonable, efficient and proportional in accordance with 75(2), shall be shared as following:

National development cost

e 1/3 of the cost shall be shared equally between all designated and passporting NEMOs in the MS
from the month of the NRA decision on designation or passporting’. For Norway, 1/3 shall be
shared equally between NEMOs holding a market place license.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS.

National operational cost

e 1/3 of the cost shall be shared equally between designated or passporting NEMOs in the MS from
the month of the NRA decision on designation or passporting'®. The exception from this are new
NEMOs who are not operational (that means that the NEMO does not receive bids nor ships)
anywhere in the EU. These NEMOs will start to share the national operational cost from the
month that they are designated or passported and have started to receive bids or started to ship.

For Norway, 1/3 shall be shared equally between NEMOs holding a market place license. The
exception from this are new NEMOs who are not operational (that means that the NEMO does
not receive bids nor ships) anywhere in the EU. These NEMOs will start to share the national
operational cost from the month that they are granted a market place license and have started to
receive bids or start to ship.

e 2/3 of the cost shall be shared based on traded volume of the NEMOs operating in the MS

8 Such costs do not include the costs borne by NEMOs to adapt their own systems in order to ensure compatibility
with coordinated or joint activities.

% Nordic NRAs consider a NEMO for a passporting NEMO two months after the notification of performance by the
NEMO

19 Nordic NRAs consider a NEMO for a passporting NEMO two months after the notification of performance by the
NEMO



National costs resulting from coordinated activities of the TSO and NEMOs in that Member state and
assessed as reasonable, efficient and proportional shall be equally shared by the TSO and NEMOs. (50%
to TSO, 50% to the NEMO/NEMOs)

If there are more than one NEMO designated or accepted as passporting NEMO in the MS, the NEMOs
share shall be shared in accordance with the same principles as the national costs resulting from joint
activities of the NEMOs in that Member state (ref. above).

National costs resulting from activities of the TSO in that Member state shall be attributed to the TSO
solely.

Cost recovery — national operational cost and development cost

A NEMO'’s share pursuant to the sharing key for national costs in that Member state (share of cost
resulting from joint activities for NEMOs in a MS) shall be borne by the respective NEMO. These costs
shall not be paid by the TSO''.

Also, national costs resulting from the individual NEMO’s activities in that Member state shall be borne
by the NEMO. These costs shall not be paid by the TSO'.

The TSO’s share of national costs in that Member state shall be borne by the TSO and can be recovered
through network tariffs.

4.1 Individual NEMO costs in support of common costs

The NEMOs have decided to allocate costs to the category ‘individual NEMO costs in support of
common costs’. These are individual NEMO costs resulting directly from activities for the common
European project decided by all NEMOs. All European NRAs have decided that these costs belong under
the category national costs.

Cost sharing

Each NEMO shall share its costs according to the agreed sharing key at European level.
Since these are individual NEMO costs there shall not be any sharing of these costs between the NEMOs.

These costs should not include the costs borne by NEMOs to adapt their own systems in order to ensure
compatibility with coordinated or joint activities.

Cost recovery — operational cost and development cost

Whether a MS’ share of the individual NEMO costs in support of common costs are subject to cost
recovery, is a national decision decided by the respective Nordic NRA.
5. Clearing and settlement costs

NEMOs that are designated or have passported into one of the Nordic countries shall bear the costs
associated with financial settlement between CCPs/NEMOs themselves.

Arrangements concerning submission of clearing and settlement arrangements are subject to approval by
relevant NRAs in accordance with CACM article 77.

11 See footnote 2
12 See footnote 2



All CCPs have an obligation to collect congestion income arising from single day-ahead coupling and the
single intraday coupling and ensure that the collected congestion incomes are transferred to TSOs in
accordance with CACM art 68 (7) and (8). The Nordic NRAs consider the collection and transfer' of
congestion income as a task performed by the NEMOs on behalf of the TSOs'*. The costs for the
collection and transfer of congestion income to the Nordic TSOs, shall be recovered through network
tariffs of TSOs, to the extent that the actual costs of providing this service are deemed reasonable and
proportionate in accordance with article 77(1).

Fee structure for congestion income collection

NEMOs operating in the Nordic bidding zones are allowed a maximum yearly fee for the service of
collection and transfer of congestion income to the Nordic TSOs. The Nordic NRAs have agreed on a
common position on this yearly fee, which is based on the responses from EPEX and Nord Pool EMCO
to our request for cost estimates and additional clarifications. EPEX and Nord Pool EMCO submitted cost
estimates with relevant historic data to the Nordic NRAs in April 2020. The Nordic NRAs have agreed
that each NEMO operating in the Nordic bidding zone is allowed a maximum yearly fixed fee equal to
EUR 150 000.

The fee only includes cost related to providing the service of collection and transfer of congestion income
to the Nordic TSOs. The costs included are efficient cost allowances for

e Additional working hours that relate specifically to the collection and transfer of congestion
income.

e Additional IT costs that relate specifically to the collection and transfer of congestion income
e Costs for handling extra collaterals towards TSOs, if any

For each of the following years after 2020 the total sum all NEMOs are allowed to charge all TSOs will
be increased by the average of the CPI in all Nordic countries unless otherwise stated by the Nordic
NRAs. All NEMOs shall record a breakdown of actual costs for collection and transfer of congestion
income. This information shall be submitted to Nordic NRAs upon request.

The cost of the total chargeable amount will be split equally between all Nordic countries and

thereby also all Nordic TSOs. This gives a maximum sum that each TSO can be charged by all NEMOs
together'.

6. National decision

Cost recovery is subject to decision and approval by relevant NRA in accordance with article 9(8)(e),
75(1), 75(2) and 76(3).'¢

13 CACM art. 68, 7 and 8 regulates collection and transfer of congestion income. The allocation between TSOs are
not explicitly mentioned in this provision.

14 Note, the provisions in this section do not cover the costs of distributing congestion income amongst the TSOs.

15 The maximum yearly fee is dependent on whether the NEMO has been operative the whole calendar year.

16 At the time of writing, CACM is not in force in Norway. Therefore, any decisions from NVE-RME will be based
on, and are subject to, requirements in relevant national law and licenses granted in accordance with national law.



The Nordic NRAs will issue their decisions after the cost report is received in accordance with article
80(1) and the costs presented in the report has been assessed. The national decisions must also await NRA
approval of the different sharing keys for regional costs.

The Nordic NRAs decision on costs recovery does not preclude any agreement between NEMOs and
TSOs on TSO contribution (subject to NRA approval) according to article 76(2).

7. Basis for the Nordic NRAs common position

Cost recovery — Common and regional operational cost resulting from coordinated activities of all
NEMOs

As NEMOs are in control of operations of the single day-ahead and intraday coupling, they also impact
on the levels of costs incurred by operating the MCO function. In order to induce NEMOs to operate the
MCO function in an efficient manner, the Nordic NRAs are of the opinion that the NEMOs shall cover
their respective part of the Member State’s share of NEMOs common costs.

Cost recovery — Common and regional development cost (establishing and amending cost) cost resulting
from coordinated activities of all NEMOs

The establishment and development of the single day-ahead- and intraday coupling is a crucial part

of facilitating Union-wide trade in electricity, allowing more efficient use of the network and increasing
competition, for the benefit of consumers. The costs covered by TSOs, which is ultimately a cost borne
by the grid users in the various Member States, reflects that the MCO function as an asset that shall lead
to and be applied to ensure a more efficient use of the network, facilitate efficient trade in energy and
thereby benefiting consumers.

Cost recovery — national operational cost and development cost

Unlike the cost associated with the establishment and development of the single day-ahead- and intraday
coupling at a pan-European level, which can be seen as provision of infrastructure to ensure a more
efficient use of the network and facilitate efficient trade, the Nordic NRAs consider the NEMOs national
development cost as cost related to each NEMO’s ability to enter the market and attract customers.



NRAs guidance to NEMOs and TSOs for preparing the Yearly
Report on cost as referred to Article 80 et seq CACM Guideline’

Cost determination

All relevant NEMOs and TSOs shall ensure costs are broken down into common, regional or
national activities as required by Article 80(2) and shall be clearly and separately identified
and auditable as required by Article 80(1).

DA and ID costs need to be distinguished, but no difference in treatment is allowed.
Costs have to be defined either as TSO, NEMO or joint TSO + NEMO costs.

Total common costs have to be itemised.

NEMO Committee costs have to be divided and assigned to DA and ID.

Standardized costs per country are allowed subject to assurance processes to ensure the
figures proposed by TSOs and NEMOs are reasonable.

Cost sharing

Passporting NEMOs and designated NEMOs have to be treated equally. ACER will make
publicly available on their website the official list of passporting NEMOs.

The sharing key set forth in Art. 80.3 CACM GL needs to be applied to the total sum of
common cost (TSO + NEMO + joint TSO/NEMO common costs) in order to calculate the
share of common cost of each MS or third country (“the bill”).

The sharing formula to be applied to common costs is as follows:

Two eighths of common costs are to be divided between the MS proportionally to the volume
traded? by the NEMOs which are participating in (designated or passporting).
- The Costs for each Member State are:

11 ,5C 2TV
8MS 8TC 8TTV
Where:
* MS-= total number of Member States and third countries

+ Cx = Consumption in MSx

* TC =Total Consumption in all MS and third countries

! Informal guidance to NEMOs and TSOs on how to apply the cost provisions set forth in Article 80 of the
Commission Regulation (EU) 2015/1222 of 24 July 2015 establishing a Guideline on Capacity Allocation and
Congestion Management (CACM GL). The intention of this paper is to provide NEMOs and TSOs with sufficient
guidance in order to enable them to develop the yearly report on costs as referred to in Article 80 CACM GL.

2 All NEMOs must use the same methodology to calculate the volumes traded in the context of preparing the
Yearly Report on costs.



* TVx=traded volume in MSx (sum of volume traded by each NEMO participating in
MSx)

« TTV=Total traded volume in all MS and third countries

Competent Regulatory Authorities within each Member State or third country will decide how
to split the bill between TSOs and NEMOs within their jurisdiction.

In line with the first and second requests for amendment by all NRAs on the all NEMOs’
proposed Plan on joint performance of MCO functions, as of 14" February 2017 the costs
incurred for the methodologies and for the development of the single day-ahead and the
single intraday coupling as the pan-European solutions should be reported in accordance
with the rules for common cost sharing.



Common consultation response by the Nordic TSOs on the Nordic
NRAs proposal for cost recovery in the Nordic countries
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With reference to the consultation of the common preliminary proposal ("the Proposal") by the Nordic
national regulatory authorities (“Nordic NRAs”) on how common costs defined in Article 80 (2) (b) and
clearing and settlement costs according to Article 77 (1) shall be recovered in the Nordic countries in
according to article 75 (2) of Regulation 2015/1222 (CACM), the four Nordic TSOs welcome this oppor-
tunity to comment on the Proposal.

The Nordic TSOs’ detailed comments to the Proposal
1. Application of cost sharing principles

The Nordic TSOs recognize that following CACM article 80 (5) the cost sharing principles for
costs of establishing, amending and operating the single day-ahead and intraday coupling
(SDAC and SIDC) shall apply to costs incurred from the entry into force of the CACM Regula-
tion. Guidance from NRAs state that the applicable date is 14™" February 2017. Furthermore,
these principles apply only to common costs whereas regional/local costs shall be addressed
separately.

2. Applicable date for costs sharing principles related to clearing and settlement

The NRAs’ proposed arrangement concerning clearing and settlement is fully supported by the
TSOs.

TSOs consider that costs related to clearing and settlement are defined in article 77 and there-
fore separated from costs related to establishing, amending and operating the SDAC and SDIC.
The proposed NRA cost arrangement should therefore not be applicable for costs incurred
from 14 February 2017, but instead be applicable for costs incurred from the day of the NRA
approval of the cross-border clearing and settlement arrangement according to CACM Regula-
tion art. 77.2 and article 6 of the individual Nordic NRAs decision on shipping arrangements.

Nordic TSOs therefore suggest that resettlement of costs occurred from currently applied ar-
rangements shall not be required. The reason is that current clearing and settlement arrange-
ments (valid for both Nordic internal borders and external borders) are governed by agree-
ments between relevant TSOs and relevant CCPs, where TSOs have agreed to pay a fee. Seeing
that these agreements were concluded before the CACM Regulation entered into force, Nordic
TSOs believe it is reasonable to follow the cost recovery from these arrangements until new
arrangements have been approved by NRAs.

3. Cost categories
Nordic TSOs suggest that the cost categories included in common development costs and com-
mon operational costs are the cost categories developed and agreed between NEMOs and
TSOs on European level.

4. The cost approval process
The Nordic TSOs accept to cover their share of common development costs associated with
developing (i.e. establishing and amending) the single day-ahead- and the intraday coupling.

However, TSOs do not have any control on joint NEMOs costs and cannot evaluate if these
costs are reasonable, efficient and proportionate. It is therefore important that NRAs ensure

ENERGINET = 355% FINGRID Statnett 2



through their approval of such joint NEMOs costs that the obligations set in Article 75 of the
CACM Regulation are met and NEMOs are incentivized to keeping development costs reasona-
ble and proportionate.

The Nordic TSOs take note that the Nordic NRAs will carry out an assessment of all costs
(common, regional and national) pursuant to CACM Regulation art. 75. A transparent budget
process and stringent cost monitoring, based on documentation from NEMOs in accordance
with the CACM Regulation art. 75.3, is the useful tool for the Nordic NRAs with respect to
this.

The Nordic TSOs recommend that NRAs consider how to carry out the NRA process of cost ap-
proval. This will be important input to NEMOs and help incentivize NEMOs to keep costs rea-
sonable and proportionate. NRAs have explained that only costs that are approved as reasona-
ble and proportionate can be recovered and that this approval will take place based on the
yearly report. Do NRAs foresee that TSOs should pay only once a year after the approval or do
NRAs instead foresee a process where TSOs pay on monthly/quarterly basis followed by yearly
resettlement if needed? The Nordic TSOs would appreciate a clear process concerning these
questions.

5. Clearing and settlement costs

The Nordic TSOs support the proposal that these NEMO costs shall not be paid by TSOs. Based
on the CACM Regulation article 77, this is regarded as post-coupling, which is NEMOs' respon-
sibility. The clearing and settlement activity is regular operational business of NEMOs (or,
more precisely central counter parties (CCPs), whether organized as integral part of the NEMO
or in separate entities) and the Nordic TSOs see no arguments for deviating from the position
taken by the Nordic NRAs in the consultation document.

Nordic TSOs are of the opinion that this approach should also be valid for external borders and
ask NRAs to discuss with neighboring NRAs on this.

6. Congestion income

In contrast to the activities dealt with in the individual Nordic NRAs’ decision on shipping ar-
rangements, the collection and transfer of congestion income is not a strictly integrated part
of being a CCP. However, based on the CACM Regulation article 68 (7) and (8), Nordic TSOs
consider this as an obligation put on the CCPs and questions whether the cost of this is to be
recovered by TSOs.

Nordic TSOs therefore suggest that NRAs include a statement in the cost recovery arrange-
ment equal to the statement on clearing and settlement costs to make it clear to NEMOs/CCPs
whether NRAs consider collection and transfer of congestion income as an obligation on CCPs,
and if CCPs shall bear the costs themselves.

If Nordic NRAs, based on the CACM Regulation, consider that the Nordic TSOs shall continue to
compensate the NEMOs for some of the actual costs related to collection and distribution of
congestion income, the Nordic TSOs would like to ask for justification and in that case would
particularly emphasize the importance of CACM article 77. Costs attached to the collection and
transfer of congestion income must be reasonable and proportionate. Further, CCPs must seek
efficient arrangements avoiding unnecessary costs.
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7. Avoiding unnecessary costs between CCPs

Nordic NRAs have decided that preferred shipper is the shipping solution for Nordic bidding
zone borders implying that it will be solely responsibility of CCPs for cross border shipping.

The Nordic TSOs would like to point out that cross margining and mutual invoicing of fees be-
tween central counterparties are clearly unnecessary in the context of CACM article 77 and it
is of crucial importance that these structures are scrutinized by the NRAs when approving
costs pursuant to article 77 (2). In this context it is important also to add that margining re-
quirements and other costs stemming from financial markets regulation not applicable to
clearing of physical energy products should not spill over to (and be paid by) participants in the
physical markets.
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15 December 2017
Nord Pool AS’ response to the Nordic NRAs consultation on cost recovery in
the Nordic countries

Dear Ms Rydberg,

Nord Pool welcomes the Nordic NRAs consultation on recovery of the common costs defined in
Article 80 (2) (b) and clearing and settlement costs according to Article 77 (1) in the Nordic
countries. Please find below our detailed comments and questions on the recovery of:

Common development costs

Common operational costs

‘Individual in support of common’ costs
Clearing and settlement costs

PoODdPRE

Section 1: Common development costs

Nord Pool agrees with to the proposal to enable NEMOs to recover the joint NEMO common
development costs and the joint NEMO-TSO common development costs via socialised network
fees.

Nord Pool has always maintained that the only equitable and efficient way to recover costs
related to the Day Ahead Coupling (SDAC) and the Single Intra Day Coupling (SIDC) in BZs
where multiple NEMOs operate is via network tariffs. The creation of the SDAC and SIDC are
mandated by EU legislation, the CACM-regulation, for the benefit of all electricity consumers.
Therefore, in Nord Pool’s opinion, the costs for operating these markets should be socialised
amongst the target beneficiaries, i.e. electricity consumers. This will be most efficiently achieved
by passing through such costs to consumers via network tariffs. Sharing the costs of the SDAC
and SIDC markets between several hundred million consumers across all of Europe would, on a
per-capita basis, produce a more appropriate result than a significant fee increase aimed at a
few hundred power exchange members (who, incidentally, already pay fixed and variable trading
and clearing fees to participate in such markets). Moreover, the unintended consequence of
such a cost increase for exchange members could be a shift of traded volumes away from
exchanges to the over-the-counter market.

Nord Pool deems that the joint NEMO costs incurred by the Interim NEMO Committee from the
entry into force of CACM until the go live of the SDAC and SIDC should be classified as
development costs, as these are costs that NEMO incurred to establish the governance
framework of the SDAC and SIDC, as well as draft the MCO Plan and methodology proposals.

Once the SDAC and SIDC go live, Nord Pool deems that a certain portion of the joint NEMO
Committee costs, related to the implementation of the CACM requirements and their 1/6
development ( e.g. by implementing change requests to methodologies) should also be
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classified as joint NEMO development costs and, as such, should be eligible for cost recovery
through network fees in the Nordic countries.

Section 2: Common operational costs

Nord Pool believes that, for the same reasons, such cost recovery mechanism should also apply
to the common operational costs. It understands that efficiency gains must be sought with
regards to the operation of the SDAC and the SIDC, but it is of the view that this can be
achieved by setting out specific incentives and control measures, similar to the ones in place in
network regulation in most countries. Furthermore, especially in SDAC Nord Pool expects that
tasks and the related cost will not be evenly distributed between the NEMOs, as the operation
requires a subset of parties to perform the central tasks. It will be important to ensure that parties
are incentivised to perform the tasks and hence that proper recovery of costs is in place.

For instance:

o operational costs could be audited on a regular basis and efficiency gains could be agreed
with the concerned NEMOs and

o cost recovery for such costs could be set at a level lower than 100%, to be agreed with NRAs,
and decreasing gradually over time.

However, Nord Pool maintains that granting no cost recovery for common operational
costs from day one, at all will lead to a sudden and substantial increase in fees levied
on market participants, and lead to a material and swift reduction in both the number of
players and the volumes traded.

As we noted in other occasions, many small and medium market players may, as a first step,
reduce their trading activities in order to reduce costs. Subsequently, smaller, non-financial
players may stop trading altogether and outsource their trading activities to bigger trading
outlets. Both developments would decrease market transparency and the efficiency of the price
formation process. Nord Pool has already noticed a similar outcome when the temporary
exemption for fully-backed bank guarantee requirements was removed from the EMIR
Regulation as of 15th March 2016 which resulted in an increase in the cost of collateral. Since
then, Nord Pool lost 29 members (out of a total of 380) in the Nordic Region. The greatest
majority were municipal companies who referred to the removal of the bank guarantees option
as their main reason for ceasing trading with Nord Pool.

Section 3 ‘Individual in support of common’ costs

Nord Pool would like to inquire whether the Nordic NRAs intend to make any provision for the
recovery of the so called ‘ individual in support of common’ costs.

JIndividual in support of common Costs‘ are costs incurred by individual NEMOs in relation to
essential activities whose sole aim is that of fulfilling joint NEMO responsibilities set out by
CACM at European and regional level. These costs can be broadly grouped as follows:

a) Costs associated with market coupling projects ( former XBID, PCR and MRC) at EU level —
costs associated with the individual contribution by a NEMO for developing, updating and
operating of the price coupling algorithms and single day-ahead and intraday coupling 2/6
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b) Costs associated with market coupling projects ( former XBID, PCR and MRC) at regional
level — costs associated with the individual contribution by a NEMO for developing, updating
and operating of the regional projects underpinning the single intraday and day ahead
coupling projects

c) Costs associated with joint NEMO activities related to CACM compliance — costs
associated with the individual contribution by a NEMO for delivering the CACM terms and
conditions or methodologies and other contractual arrangements required by the CACM
Regulation.

These costs are typically related to:

« attendance to the meetings and contribution to joint work of relevant working groups or
committees

« commenting of the commonly prepared materials

« internal testing of the relevant IT tools (for a. and b. only)

Until 14th February 2017, the importance of such activities had been recognised by the
concerned NRAs in the XBID and PCR projects, and the associated costs were subjected to cost
recovery through network fees levied by the concerned TSOs. However, there is no mention of
such costs in the NRA guidance on cost allocation of 11th July 2017.

The joint NEMO position NEMOs sent to NRAs in September 2016, proposed to classify such
costs should be classified as ‘national costs’, as, for competition law reasons, NEMOs could not
agree to a joint oversight and control and supervision of all their ' individual in support of
common' costs. Such cost is however budgeted and recorded by all XBID NEMOs in XBID and
by Nord Pool in the “Nordic DAOA” framework as agreed with the Nordic TSOs.

The current situation risks hampering severely the level playing field between NEMOs. If these
costs are not fully socialised through network fees or equivalent mechanism across Europe, then
there is a risk that some NEMOs will free ride on the work done by others and that NEMOs
operating in a competitive environment may be unable dedicate sufficient resources to fulfil the
aforementioned tasks.

Furthermore, due to the magnitude of such costs, the resulting increase in NEMO fees charged
to market participants will further reduce the participation of small and medium market players,
with all the negative effects for the coupled markets described in the previous page.

Nord Pool therefore urges the Nordic NRAs to allow the NEMOs operating in the Nordic
Region to recover the share of such costs allocated to the Nordic countries by means of
socialised TSO network fees.

Section 4: Clearing and settlement costs pursuant Article 77 of the CACM
Regulation.

Article 7(g) of the CACM Regulation assigns NEMOs the task of ‘acting as central counter

parties for clearing and settlement of the exchange of energy resulting from single day-ahead

and intraday coupling in accordance with Article 68(3) . Article 68(3), in turns, states that

‘Central counter parties shall act as counter party to each other for the exchange of energy

between bidding zones with regard to the financial rights and obligations arising from these

energy exchanges’. In addition, Article 77 states that ‘all costs incurred by central counter parties 3/6
and shipping agents shall be recoverable by means of fees or other appropriate mechanisms if
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they are reasonable and proportionate!’ and that 'the central counter parties and shipping
agents shall seek efficient clearing and settlement arrangements avoiding unnecessary costs
and reflecting the risk incurred.

These provisions have, in Nord Pool’s view, two clear sets of consequences.

4.1 Clearing and settlement costs should be divided into two distinct cost sub-categories
(derived from the CACM definition of ‘central counterparty’) as follows, and each should be
recovered by different means:

(i) A central counterparty’s costs with respect to clearing and settlement of the respective
trading positions of its own exchange members. Nord Pool accepts that the CCP costs it
incurs in this regard should be treated as operational (or “transaction”) costs and, in fact, we
already pass through the costs of this service to our members via a volume based
clearing fee.

(ii) The costs attributable to the transfer of net positions by central counterparties
between and within BZs (and between Shipping Agents, where applicable). For these
purposes, CACM defines ‘net position’ as the netted sum of electricity exports and imports for
each market time unit for a BZ. A transfer of the net position for a BZ involves the sale and
purchase of energy between central counterparties at each end of a relevant interconnector. It is
the price differential between the BZ in which the energy is purchased and the BZ in which it is
sold that gives rise to the congestion revenue earnt by the TSOs in return for making their
capacity implicitly available to the market.

Nord Pool considers that:

e the costs incurred by it (in its capacity as central counterparty) in connection with the
transfer of net positions are costs associated with a service provided to the relevant
system operators (and, where applicable, their respective balancing agents) at each
end of the interconnector.

e  Without the CCPs’ management of the clearing and settlement of such positions, it
would not be possible for the physical volumes to be shipped without the risk being
assumed.

e As aconsequence, the only way to fairly pass through such costs is via the
relevant TSOs. Itis this is in fact the approach in which has been taken in the current
cost recovery arrangements for the IFA Interconnector between GB and France.

4.2 Under no circumstances a NEMO/CCP should be able to charge the costs incurred
under points (i) and (ii) above to another NEMO/CCP. These costs arise either in relation to
duties attributed to NEMOs in Article 7(g) of the CACM Regulation?, which should be borne by
NEMOs and for which cost recovery may be sought in accordance with Article 77(1), or to
services rendered to TSOs.

1 Emphasis added

2 Article 7(g) of the EU Regulation 2015/1222 states that NEMOs shall act ‘as central counter parties for
clearing and settlement of the exchange of energy resulting from single day- ahead and intraday coupling in

accordance with Article 68(3)’. 416
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This because such mechanism would not enable NEMOs to meet the requirements set out in
Article 77 i.e. that:

e  That the CCP and Shipping Agent costs must be reasonable and proportionate and that
e The clearing and settlement arrangements must avoid unnecessary costs and reflect the
risk incurred

421 Reasonable and proportionate fees

The fees proposed by a NEMO (NEMO/CCP1) may be materially greater than those of the other

NEMO (NEMO/CCP2). NEMO/CCP1'’s higher costs are the result from several factors, over
which NEMO/CCP2 has no control, such as, for example:

e The choice of NEMO/CCP1 to use an external third party CCP, which regulated by EU
financial legislation and as, such, higher costs than a self-clearing NEMO; and

e The choice of CCP1 not to structure its business set up in such a way as to create a
"cheaper" unregulated"” clearing business.

Nord Pool considers that the end result of allowing NEMO/CCPL1 to directly impose its costs on

NEMO/CCP2 would be to allow NEMO/CCPL1 to unreasonably "export® its clearing costs to
another NEMO in a manner which would entail a disproportionate outcome between the
NEMOs/CCPs involved.

4.2.2 Clearing and settlement arrangements must avoid unnecessary costs and
reflect the risk incurred

In Nord Pool’s view, it is the collateral posted between CCPs that reflects the risk incurred
between them, not the ability to directly recover its costs from a counterparty CCP.

Each NEMO/CCP provides its clearing service to its members and receives its fees accordingly.

Where there is a cross CCP matching, each CCP is providing its cross-border services to the
NEMO on the side of the border where its market participant is located.

A cross-CCP matching does not, in Nord Pool’s view, result in services being provided by each
CCP to both NEMOs on each side the border which justifies the levying of a clearing fee on the
other NEMO/CCP.

Nord Pool is concerned that allowing a third party CCP to simply recover its costs from another
NEMO directly (not going through the CACM processes) could lead to inefficiency and certainly
does not incentivise CCPs to come up with more efficient solutions, thus reducing costs to its
market participants.

The direct recovery of costs between CCPs - especially where there is disparity between such
fees — will likely undermine level playing field between NEMOs in accordance with Article 3(i) of
CACM because it would:

¢ Generate additional profits for the CCP with the highest fees and the highest liquidity or
shipped volumes, and, as a consequence,
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¢ Hinder the development of effective competition among NEMOs, since the NEMO/CCP with
the higher clearing fees could simply set the fees at such a level that other NEMOs would
lose their competitive advantage unless they wished to run their business at a loss. Smaller
NEMO/CCPs operating in perhaps only one bidding zone may not be able to compete.

Please also note that third party CCPs are not principles for the purposes of CACM - their rights
and obligations have to be defined in the terms and conditions of the agreement(s) they have
with the NEMOs appointing them.

It is within the terms of such third party CCP agreements with NEMOs that questions of the
CCP’s recovery of its costs should be dealt.

Nord Pool urges all NRAs to provide clear guidance, harmonised at pan-European level,
on this matter.

Related guestions

4.1 Insofar as operational, clearing and settlement costs incurred after 14th February 2017
are concerned, would the Nordic NRAs allow or forbid Nord Pool and the concerned
interconnectors to enter contractual arrangements enabling Nord Pool to provide
services to interconnectors and receive payment in return3?

4.2 If Nord pool and the concerned interconnector(s) are not allowed to enter such
contractual agreement(s), would Nord Pool be obliged to recover these costs

exclusively through NEMO fees levied on its customers?

4.3 Will NEMOs be entitled to cost recovery via network fees on other cross-clearing costs
that are not included in the contracts with the TSOs?

4.4 Do the Nordic NRAs deem that they need to approve the contracts for the provision of
services between NEMOs and TSOs, pursuant to Article 77(2)?

Yours sincerely,

Michela Beltracchi

H\ Q\AQ{GK@(‘Q( L

Senior Adviser Public & Regulatory Affairs

3 Such fees, if set, could, in effect, be off-set by Nord Pool against the costs which it would otherwise only be
able to recover in the form of NEMO fees
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To Nordic NRAs representatives -  (by E-Mail only):

Mrs Kimmie Byriel Laage-Petersen — KBLP @energitilsynet.dk
Mrs Mari Salo — mari.salo@energiavirasto.fi

Mrs Kristin Kolseth — krk@nve.no

Mrs Maria Rydberg — maria.rydberg@ei.se

Paris/Leipzig, 15 December 2017

Input on Nordic NRAs Consultation on MCO cost recov ery in the Nordic countries

Dear Madams,

The European Power Exchange EPEX SPOT and its clearing house European Commaodity Clearing
AG (ECC) are happy to provide a first input on the Nordic NRAS’ consultation on cost recovery in the
Nordic countries. EPEX SPOT supports the intention of the Nordic NRAs to find common positions
on how costs shall be recovered in the Nordic countries according to Article 75 (2) of the Commission
Regulation (EU) 2015/1222 establishing a guideline on Capacity allocation and congestion manage-
ment (CACM Regulation).

The proposal, sent to EPEX SPOT on 28" November 2017, sets out the Nordic NRAS' common
preliminary proposal on how common costs defined in Article 80 (2) (b) and clearing and settlement
costs according to Article 77 (1) shall be recovered in the Nordic countries according to article 75(2)
of CACM Regulation.

EPEX SPOT and ECC are happy to provide inputs on how common costs as well as clearing and
settlement costs shall be recovered by NEMOs and TSOs in the Nordic countries. For the sake of
completeness, and because of the interlinkages with the costs mentioned above, EPEX SPOT and
ECC will also dwell on the rationale for cost recovery for regional and national costs.

1. General remarks

EPEX SPOT and ECC would like to emphasize the funding principles of the CACM Regulation re-
garding the treatment and recovery of NEMO costs, as stated in the CACM Regulation Recitals 23
and 24:

- Recital 23. “(...) NEMOs, including in performing MCO functions should be entitled to recover
their incurred costs if they are efficiently incurred, reasonable and proportionate.”

- Recital 24. “Rules for sharing the common costs of single day-ahead coupling and single
intraday coupling between NEMOs and TSOs from different Member States should be
agreed before the implementation process starts in order to avoid delays and disputes due
to cost sharing.”
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These binding clauses of the CACM Regulation should in our view serve as guiding principles in the
national decisions related to MCO cost recovery, together with the objectives of CACM Regulation
listed in Art. 3 CACM Regulation.

EPEX SPOT and ECC would also like to emphasize that CACM Regulation distinguishes between
costs of establishing, amending and operating single day-ahead and intraday coupling according to
Art. 76 CACM Regulation and a separate treatment of clearing and settlement costs according to
Art. 77 CACM Regulation.

2. Common development costs (establishing and amend ing costs)

EPEX SPOT supports the principle proposed by the Nordic regulators, whereby Common develop-
ment costs (for establishing and amending the single day-ahead and intraday coupling) attributed to
each Nordic Member State, shall be borne by the corresponding Nordic TSOs and ultimately re-
covered through the network tariffs

Such Common development costs are indeed driven by the regulatory obligations as set in the
CACM Regulation and the subsequent MCO methodologies approved by the National Regulatory
Authorities, and are therefore of a fixed/inevitable nature, i.e. they do not depend of the level of
activity recorded on the NEMOSs’ platforms: as such, it is logical that their recovery is ensured in a
way that is neutral to the market activity, i.e. via the regulated network tariff.

It is finally worth emphasizing that all MCO costs, relating to the development and operation of the
single day-ahead and intraday coupling, are incurred for the benefit of grid users and end con-
sumers as they allow a more efficient allocation of the cross-zonal capacity organized by market
coupling solutions.

3. Common operational costs

EPEX SPOT does not understand and does not support the principle proposed by the Nordic regu-
lators, whereby Common operational costs for the single day-ahead and intraday coupling of NEMOs
shall be borne by the NEMOs, without a cost-contribution by the TSOs to be recovered through the
network tariffs, contrary to Common development costs.

Common operational costs are indeed of the exact sa  me nature as the Common development
costs for establishing and amending the single day- ahead and intraday coupling : they are
inevitable costs, driven by the regulatory obligations as set in the CACM Regulation and the subse-
guent MCO methodologies, and are incurred for the primary benefit of grid users. As such, Common
operational costs shall also be recoverable according to the general binding principle of CACM Reg-
ulation Recital 23, via the network tariffs.

Absent of cost recovery via the network tariffs, Common operation costs would de facto need to be
paid through transaction costs. EPEX SPOT does not agree that requiring NEMOSs to recover costs
related to the development or the operation of single day-ahead coupling and single intraday cou-
pling through transaction costs (which would implicitly require for NEMO MCO costs to be paid for
through commercial fees) to constitute cost recovery within the meaning or intent of the CACM Reg-
ulation. The CACM Regulation allows for NRAs to decide on different approaches to cost recovery,
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where one option is that the costs may be passed on through NEMO fees. We consider that this
approach was only included in the CACM Regulation as an option to be applied in those Member
States where the NEMO has a legal monopoly status , which means that passing such costs
through via regulated NEMO fees would not have a significant negative impact on the NEMOs com-
petitive position, liquidity or the effectiveness of the market coupling mechanism (this is not the case
in the Nordic countries, where EPEX SPOT would operate as a competitive NEMO).

Lack of cost recovery of operational market couplin g costs would lead to a situation directly
contradicting the objectives of the CACM Regulation Art.3. Indeed, absent of cost recovery for
their MCO activities, NEMOs would be constrained either to pass-on market coupling costs to cus-
tomers’ fees or to absorb these costs. In both cases, this is likely to negatively impact the quality of
the market coupling solution to the detriment of end consumers, and distort the competitive situation
of market operators in Europe:

Lack of cost recovery for operational market coupli ng costs would:

- create competition distortions  between the NEMOs, supporting alone market coupling
costs, and other market operators (OTC or uncoupled, which would not have to bear such
costs) while there is no recognized positive effect on overall trading volumes for the NEMOs
(market coupling may encourage greater participation in the coupled market but also reduces
arbitrage opportunities for market actors). This in turn may lead to diverting trading volumes
to such uncoupled platforms, away from the market coupling solutions, hampering the eco-
nomic efficiency of market coupling

- create competition distortions between NEMOs operat ing in different areas , especially
towards those NEMOs benefitting from a legal monopoly status and being fully recovered for
their entire range of MCO costs.

- reduce NEMOs’ ability to allocate sufficient resour  ces to market coupling activities;  if
NEMOs are required to recover MCO costs through transaction costs, there will be little in-
centive (beyond compliance) to ensure high-level reliability and robustness of the single day-
ahead coupling and single intraday coupling.

4. Clearing and settlement costs

Prior to discussing the Nordic NRAs’ proposal on the treatment of clearing and settlement costs ECC
would like to explain its understanding of the relevant costs in this context. ECC considers clearing
and settlement costs eligible for cost recovery according to Art. 77 CACM Regulation as all costs
associated to activities in facilitation of single day-ahead and single intraday market coupling includ-
ing transactions between different NEMOs and/or CCPs (the regulated NEMO activity). It does not
comprise local clearing and settlement activities between ECC and its clearing participants which
are related to EPEX SPOT's activity as a commercial Power Exchange. ECC will refer subsequently
to this understanding of clearing and settlement costs.

The consulted Nordic NRAs’ proposal on cost recovery arrangements foresees that clearing and
settlement costs shall be borne by the NEMOs (or in the case of ECC initially by the entity acting as
central counter party for a NEMO) themselves. Moreover, the Nordic NRAs suggest that clearing
and settlement costs shall not be paid by the TSOs.
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EPEX and ECC strongly disagrees with the NRAs’ sugg  estion and questions if such proposal
is coherent with European law. The Network Codes in general and the CACM Regulation specifi-
cally have been developed based on EU Regulation 714/2009. Art. 16(6) of this Regulation demands
TSOs to use congestion income for one of the following purposes: (i) ensuring firmness of allocated
capacity, (i) maintaining or increasing interconnection capacity or, (iii) based on NRA approval, tak-
ing congestion income into consideration when setting network tariffs. It is obvious that
a. TSOs as transmission asset owners are economic beneficiaries of congestion income; and
b. TSOs are basically required to use this income for further facilitation of the Internal Energy
Market and to contribute to the Energy Union in accordance with Art. 26 of Treaty on the
Functioning of the European Union (TEUF; see also Art. 170 TEUF on Trans-European Net-
works and 194 TEUF on Energy).

This regulatory set-up provided by European law originates in the structure of network markets.
TSOs as monopoly transmission system owners are required to provide access to market partici-
pants to their network infrastructure and are responsible to provide and ensure appropriate intercon-
nection capacity to integrate national power markets into an efficient European power market. Con-
straints from existing network infrastructure lead to the necessity of capacity allocation and conges-
tion management, designed to handle and to facilitate such constraints, either by explicit capacity
allocation, or more efficiently, with implicit capacity allocation.

Congestion income may result from different timeframes and allocation processes, being governed
by different regulations. According to the Forward Capacity Allocation Guidelines TSOs allocate
cross-border capacity and earn respective income from market participants directly (explicit capacity
allocation). CACM Regulation follow a comparable principle with the TSO as economic beneficiary
of congestion income, but with implicit capacity allocation, which requires cooperation between TSOs
and NEMOs/CCPs to implement joint matching of energy transactions and allocation of cross-border
transmission capacity. Therefore, NEMOs and CCPs act as intermediaries towards market partici-
pants, but the ultimate responsibility and obligation for market-based capacity allocation remains
with the TSO regarding associated rights (e.g. reception of congestion income acc. to Art. 68(8)
CACM Regulation) and duties (e.g. firmness rules acc. to Art. 72 CACM Regulation).

Shipping as the activity of transferring net positions between central counter parties is an essential
task in single day ahead and intraday coupling. Art. 68 CACM Regulation remains open with regard
to the assignment of this task either to CCPs (as a NEMO task acc. to Art. 7(1)g) or shipping agents
(as a TSO task as described under Art. 8(2)I). Throughout CACM Regulation CCPs and shipping
agents are similarly mentioned regarding transfer of net positions as a post-coupling activity. This is
also reflected in the definition of "central counter parties" acc. to Art. 2 No. 42 CACM Regulation,
which distinguishes between "other central counter parties” and "shipping agents" with regards to
the transfer of net positions between CCPs.

Similar treatment between CCPs and shipping agents also comprises cost recovery “[...] by means
of fees or other appropriate mechanisms if they are reasonable and proportionate” according to Art.
77(1) CACM Regulation. If a shipping agent provides the exchange of energy between CCPs and
given that CACM Regulation defines the shipping agent as a TSO responsibility, it can be assumed
that related costs are incurred on the TSO, being recoverable through TSO network tariffs according
to Art. 75(1) CACM Regulation.
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This requires the TSO’s costs being assessed as reasonable, efficient and proportionate by the
competent regulatory authorities. Hence, the TSO will seek for shipping services from the CCP if
being economically or operationally more efficient. This economic imperative is also reflected in Art.
77(2) CACM Regulation stipulating “The central counter parties and shipping agents [i.e. TSOs] shall
seek efficient clearing and settlement arrangements avoiding unnecessary costs and reflecting the
risk incurred.”

CCPs can provide shipping services more efficiently than TSOs due to:

- Economies of scale: shipping operations across several borders allows reduction in border
specific transaction costs (e.g. settlement bank fees, regular system tests, etc.).

- Collateral netting: exposure netting with other CCPs across various links allows to collat-
eralize net exposures, resulting in reduced risk and associated capital cost.

- Liquidity and operational risk management: ECC as a licensed a bank under German law
and EMIR? pursues regulatory requirements for liquidity, credit and operational risk manage-
ment, which applies also to shipping activities.

By contracting a CCP, as service provider for shipping TSOs can avoid unnecessary costs, such as
- Increased capital cost for collateralization.
- Increased transaction fees (e.g. settlement bank fees, increased trading and clearing
membership and transaction fees, pre-financing cost in case of deviating settlement cycles).
- Increased overhead (e.g. testing, contract management, VAT management, staff training).

Based on the legal and economic considerations abov e EPEX and ECC believes that activities
associated to clearing and settlement in facilitati on of single day-ahead and intraday market
coupling should be conducted by the NEMOs/CCPs for reasons of economic efficiency and
these costs should be fully recoverable from TSOsa  ccording to Art. 75(1) in conjunction with
Art. 77 CACM Regulation.

5. Sharing key within each Nordic country

As a general principle, EPEX SPOT considers that any sharing key within a country shall remain
compatible with the general objective of efficiency, level-playing field and non-discrimination stated
in Art. 3 CACM Regulation, and as such shall:
1. Avoid any competition distortion within and between the EU Member States and countries
applying the CACM Regulation;
2. Be proportionate to the financial impact it may have on each party;
3. Ensure the efficiency of the costs generated by each party.

a. Between NEMOs and TSO

While EPEX SPOT supports the principle that joint NEMO/TSO costs shall be shared between
NEMOs and TSOs, we would like to emphasize that the fifty-fifty sharing key proposed by the
Nordic NRAs would allocate to the NEMOs a disproportionate shar e of costs relative to the

1 EMIR refers to the “Energy Markets Infrastructure Regulation”, i.e. Regulation (EU) No. 648/2012 of the European
Parliament and of the Council of 4 July 2012 on OTC derivatives, central counterparties and trade repositories.
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financial size of the NEMO entities compared to the TSOs. To be just and equitable, TSOs,
benefiting directly from the regulated network tariff revenues, should bear a bigger share of such
joint NEMO/TSO costs than the NEMOs.

The full recovery of all joint NEMO/TSO costs , irrespective of whether such costs are incurred for
the development or for the operation of the single day-ahead or intraday coupling, would neutralise
the undesirable effects of a disproportionate fifty -fifty allocation of joint NEMO/TSO costs

b. Between NEMOs

EPEX SPOT supports the general principle, implied by the proposal of the Nordic NRAs that only
joint costs, i.e. costs jointly decided and incurred for the common benefits, shall be subject to a
sharing key. Indeed, individual costs, resulting from the individual decision and efforts of each party,
shall not be subject to such sharing key, so that each NEMO and TSO respectively remains account-
able for the cost it individually generates, and remains incentivized to generate such costs as effi-
ciently as possible.

EPEX SPOT however urges the Nordic NRAs, to coordin  ate with the other European NRAs of
the countries where the same NEMOs have been design  ated or passporting , to ensure that the
sharing key applying between NEMOs is the same everywhere. Absence of harmonisation of such
sharing key otherwise risks to create serious competition distortions, materialising in a proportionally
different total share of common costs to be allocated to NEMOs competing within the same areas.

The most efficient mitigation measure to such risks of distortion is to secure the full recovery of
such joint costs via the regulated network tariffs, in order to ensure the financial neutrality of
the national cost-sharing key  on the NEMOs initially bearing such costs.

6. Cost recovery for regional and national costs

The Nordic NRAS’ consultation on cost recovery does not detail how regional and national costs
related to the MCO function should be managed.

Such costs represent a material, if not the main sh are, of the costs incurred by NEMOs for
the development and operation of the single day-ahe  ad and intraday coupling . It is therefore
crucial that the recovery of such costs is managed in a way that ensures the robustness of the market
coupling solution, while securing the efficiency of the electricity market and avoiding any competitive
distortion between the NEMOs and with other trading venues.

With regard to cost sharing of joint NEMOs and NEMO/TSO regional and national costs, EPEX
SPOT and ECC support the same principles as presented in the above Section 5 to apply, nhamely:
- Onlyjoint costs shall be subject to a sharing key between NEMOs and TSOs, while individual
NEMO costs shall not be shared amongst the NEMOs, but initially borne by the NEMO gen-
erating them.

- Joint NEMO/TSO costs shall be shared in a proportional and equitable manner between
NEMOs and TSOs, taking into particular account the financial robustness of the TSOs and
their direct access to the regulated network tariff for the financing of regulated activities. For
joint regional costs, the principle of proportionality and fairness should translate in an agreed
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sharing key amongst the regional parties (subject to NRAs approval as per Art. 80.4 CACM
Regulation), whereby a regional NEMO operating on multiple countries shallnotbep  e-
nalised by a sharing key per country (instead of pe  r party) .

- To avoid any distortion due to non-harmonized national or regional sharing keys, full cost-
recovery of joint regional and national costs via the regulated network tariff shall be ensured.

Cost recovery of joint and individual NEMO regional and national costs incurred for the performance
of the MCO function obligations (development and operation), shall be secured via the regulated
network tariff, for the same reasons as presented in the above Sections 2 and 3 .

Indeed, such individual MCO costs are incurred by the NEMOSs for the sole purpose of compliance
with their MCO functions, as support of the common efforts of the NEMOs and TSOs in that respect,
and are therefore fixed/inevitable costs for the larger part. These individual efforts are indeed an
essential part of the development and operational work necessary for the robustness of the single
day-ahead and intraday coupling solutions, in compliance with the CACM Regulation and the sub-
sequent MCO methodologies.

It is important to note that we are discussing recovery only of the individual NEMO costs associated
with development and operation of the single day-ahead and intraday coupling, and not recovery of
the costs associated with operating non-coupled markets or unrelated other commercial activities.
The activities that correspond to the MCO functions, and other tasks as defined in the CACM Regu-
lation are clearly distinguishable from those that EPEX SPOT carries out as a commercial power
exchange, where its primary role is to generate reliable prices and provide a liquid trading environ-
ment for market actors.

One of our main observations is that the systems, procedures, rules and contracts required for single
day-ahead and intraday coupling represent a common European infrastructure which has delivered
through a cooperation of power exchanges (now NEMOs), CCPs and TSOs, which has proven ex-
tremely cost effective in delivering significant benefits for consumers across Europe. Single day-
ahead and intraday coupling will be implemented according to strict regulatory requirements, and
should be seen as a separate regulated activity where costs are remunerated with a set rate of return
to be defined ex-ante.

EPEX SPOT and ECC hence understand that the CACM Regulation creates a clear division between
a power exchange’s commercial competitive activities and its obligations as a NEMO under the
CACM Regulation to develop and operate infrastructure for single day-ahead and intraday coupling,
which will become (in effect) a fully regulated function. We are therefore not supporting that NRAs
should subsidise local trading or clearing arrangem ents, we are proposing that NRAs should

allow for the recovery of costs associated with the development and operation of a critical
European infrastructure, and that such recovery is in the interests of Nordic and European
consumers.

7. Ensuring that costs are efficient, proportionate and reasonable

In providing for cost recovery, NRAs may consider that there is little incentive for NEMOs and TSOs
(beyond compliance) to ensure that the costs associated with single day-ahead and intraday cou-
pling are efficient, proportionate and reasonable. It is important for regulatory authorities to ensure
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that the development and operation of the coupling mechanisms represent a cost-effective use of
public money.

part of eex group

As confirmed in its NEMO applications, EPEX SPOT and ECC are committed to fully complying with
the CACM Regulation requirements with regards to cost-efficiency of NEMOs under article 6(1)c of
the CACM Regulation, as well as with all conditions for cost-recovery stated under articles 75 and
76.2 of the CACM Regulation.

EPEX SPOT and ECC have thorough experience of regularly reporting its costs to its authorized
stakeholders (regulators or TSOs providing cost-recovery in market coupling projects, sharehold-
ers...) and main contractors with detailed information on costs.

As explained above, the activities that correspond to the MCO functions, and other NEMO tasks as
defined in CACM, are distinguishable from those that EPEX SPOT carries out as a commercial Ex-
change. As EPEX SPOT'’s clearing house, ECC provides similar differentiation between and report-
ing of its commercial and market coupling related costs. EPEX SPOT and ECC consider that we
have a strong incentive to ensure that any costs incurred to set up pro cesses to comply with
the CACM Regulation are efficiently incurred, reasonable, proportion ate; as these are the con-
ditions for such costs to be subject to recovery.

EPEX SPOT and ECC look forward to further meetings and discussion on the very nature and ra-
tionale of MCO cost and associated clearing and settlement cost recovery in the Nordic countries,
taking into account also cost recovery for regional and national costs.

Yours faithfully,

Le oot % — e
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Director Public
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