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1.1

(1)

(2)

(3)

(4)

General Provisions

Aim and applicability of the Framework Guideline on Demand Response

This Framework Guideline on Demand Response is developed in order to set out clear and
objective principles for the development of harmonised rules regarding demand response,
including rules on aggregation, energy storage and demand curtailment (hereafter referred
to as the “new rules”), pursuant to Article 59(1)(e) of the Regulation (EU) 2019/943 of the
European Parliament and of the Council of 5 June 2019 on the internal market for electricity
(hereafter referred to as the “Electricity Regulation”), and to contribute to market integration,
non-discrimination, effective competition and the efficient functioning of the market pursuant
to Article 59(4) of the Electricity Regulation.

Although demand response and storage are explicitly included in Article 59(1)(e) of the
Electricity Regulation, the newrules shall be technology neutral and non-discriminatory and
shall thus not favour demand response and storage to the detriment of other resource
providers. Therefore, the newrules shall be applicable to all resource providers mentioned
or covered in the articles referred to in Article 59(1)(e) of the Electricity Regulation. The new
rules shall thus be applicable to load, storage (in particular when combined with load), and
distributed generation, aggregated or not (hereafter referredto as “demand response and
otherrelevantresources”orin general “resources”). No resource providers shall be excluded
and the main aim of the new rules shall be to ensure access to all electricity markets for all
resource providers.

In a similar way, although some of the articles referred to in Article 59(1)(e) of the Electricity
Regulation only referto DSOs, the newrules shall apply to all SOs (including TSOs), unless
a different scope is explicitly mentioned. As concerns SO coordination, the new rules shall
apply to DSO-DSO coordination and DSO-TSO coordination and exclude TSO-TSO
coordination, as this is already covered sufficiently in the current legislation.

The principles set out in the new rules shall aim at allowing access of all resources to all
electricity markets in accordance with the principles regarding its operation pursuant to
Article 3 of the Electricity Regulation and allow the use of all resources by the system
operators for operation and planning of the grid. Although electricity markets is a broad term
covering all market-based processes relatedto electricity, includingboth retailand wholesale
markets as well as the market-based procurement of balancing, voltage control and
congestion management (hereafter referred to as “SO services”), the assessment of which
aspects of them fall in the scope of a European framework is crucial for the new rules. One
of the most important criteria for such an assessment is the right balance between the need
for European harmonisation, which is required to achieve the aims of the Electricity
Regulation, and the Member States’ rights to establish national network codes which do not
affectcross-zonaltrade, as reflected in Article 58(2) of the Electricity Regulation. Considering
that the retail part of the electricity markets relevant for this Framework Guideline is mainly
of national relevance, the new rules exclude it, and focus on the rest of the electricity
markets. To this end, the Framework Guideline aims at removing all undue barriers for the
participation of these resources in all wholesale electricity markets (including those for
procuring SO services), and establishing European principles for the assessment of the need
for, the procurement of and the use of such services by the system operators. Thisincludes
establishing clear and streamlined processes, roles and responsibilities on a European level,
where relevant.
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(5)

1.2

(6)

(7)

(8)

(9)

(10)

The new rules to be developed based on this Framework Guideline shall respect the
principles of non-discrimination and technology neutrality, whilst having due regard to the
particularities of demand response, including aggregation, energy storage and demand
curtailment and the potential needs resulting thereof for adapting current and future rules.
The new rules shall be developed in line with this Framework Guideline and be in line with
or complement the relevant European legislation. At no point the newrules shall jeopardize
grid security or the well-functioning and integration of electricity markets, and contribute to
the aims of the Electricity Regulation as set outin its” Article 1 and in particular Article 1(b).

Process

In accordance with Article 59(3) of the Electricity Regulation, Commission Implementing
Decision (EU) 2020/14791 established a priority list for the development of network codes
and guidelines for electricity for the period from 2020 to 2023. Article 1 of this Decision
provides for the development of harmonised rules re garding demand side flexibility, including
rules on aggregation, energy storage and demand curtailment rules. Subsequently to this
decision, the European Commission invited ACER by letter of 21 October 2021, to launcha
scoping exercise for the development of a network code based on Article 59(1)(e) of the
Electricity Regulation?. ACER’s results® of the scoping exercise were sent to the European
Commission on 1 February 2022.

In accordance with Article 59(4) of the Electricity Regulation, the European Commission
invited, by a letter sent on 01.06.2022, ACER to submit non-binding framework guidelines
setting out clear and objective principles for the development of a network code on demand
response, including rules on aggregation, energy storage and demand curtailment within six
months from the date of receipt of this letter. This draft Framework Guideline is a response
to this letter.

This Framework Guideline was subject to public consultation for two months pursuant to
Article 59(5) of the Electricity Regulation and subsequently submitted to the European
Commission in accordance with Article 59(6) of the Electricity Regulation.

The Framework Guideline aims to ensure coherence with the existing regulatory framework
by identifying provisions in the existing network codes and guidelines relevant for the
requirements of the newrules; these provisions may have to be amended or extended in the
context of the development of the new rules, when drafting the network code on demand
response. Throughout the document, the relevant current European legislation that the new
rules might complement is provided at the beginning of every Chapter/Section. These
provisions should be considered indicative and by ho means exhaustive.

Pursuant to Article 59(11) of the Electricity Regulation, the proposed new rules shall be
developed in accordance with this Framework Guideline. In particular, as set out in this
Article, ACER shall after receiving the new rules developed, if necessary, revise them to
ensure that they comply with this Framework Guideline and contribute to market integration,
non-discrimination, effective competition and the efficient functioning of the market.

Ihttps://op.europa.eu/en/publicatio n-detail/-/ publication/360fd436-0ead-11eb-bc07-01laa75ed7lal/language-en

https://extranet.acer.europa.eu/en/The _agency/Organisation/Expert Groups/Electricity/2021%2010%2 019%?2 0scopin

g%20letter_final.docx%20vv.pdf

Shttps://extranet.acer.europa.eu/en/The _agency/Organisation/Expert_Groups/Electricity/L etter%20t0%20 E C%200n%2

ODSF%20scoping%?20results 220201 %20-%20 Copy.pdf
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1.3

Terms usedin thisdocument

(11) The following definitions shall apply to this Framework Guideline:

Definitions in Article 2 of the Electricity Regulation;

Definitions in Article 2 of Directive (EU) 2019/944 of the European Parliament and of the
Council of 5 June 2019 on common rules for the internal market for electricity and
amending Directive 2012/27/EU (hereafter referred to as the “Electricity Directive”); and
Definitions from all the respective Commission Regulations adopted on the basis of
Articles 6(11) and 18(5) of Regulation (EC) No 714/2009.

(12) The following definitions are intended to further clarify the provisions of this Framework
Guideline and are without prejudice to the use of the terms in the current legal framework or
to the definitions to be included in the newrules:

‘all SO proposal’ means a proposal from all the SOs in a MS.

‘baseline’ means a counterfactual reference about what the SP’s BRP allocated volume
would be in the absence of the activation for the provision of the respective service.

‘dispatch limitation’ means a congestion management product whereby a service
provider offers to limit the use of the firm connection capacity of a service providing unit
or group prior to the determination of its dispatch, i.e. prior to closure of the day-ahead
market.

‘ex-post verification’ means the process that verifies the compliance of a qualified service
provider with the technical requirements set by the SO for the provision of a SO product
based on the service delivery and some verification criteria set by the SO.

‘local market for SO services’ or ‘local market’ means a market where service providers
offer products for congestion managementor voltage control services to SOs.

‘metering point’ means a physical location where the withdrawal and/or injection of active
power is measured.

‘prequalification’ means the ex-ante process to verify the compliance of a potential
service provider with the technical requirements set by the SO for the provision of a SO
product (product prequalification) as well as the process to verify the ability of the grid to
technically accept the delivery of such a product (grid prequalification). In the product
prequalification the SO may require the potential service provider to overcome some
prequalification tests.

‘redispatch products’ means a congestion management product which can be activated
after the dispatch is communicated to the system operator, i.e. after closure of the day-
ahead market.

‘service providing unit’ means a single or an aggregation of power generating modules
and/or demand units connected to a common connection point fulfilling the requirements
to provide SO services.

‘service providing group’ means an aggregation of power generating modules, demand
units and/or service providing units connected to more than one connection point fulfilling
the requirements to provide SO services.
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(13)

1.4

(14)

(15)

e ‘service provider means a legal entity with a legal or contractual obligation to supply SO
services from at least one service providing unit or service providing group.

e ‘SO services’ means market-based procurement of balancing, voltage control and
congestion management.

e ‘standardised device’ means an equipment that meets all technical requirements set by
the SO for the provision of SO productaccording to the Original Equipment Manufacturer
or other official certification authority.

The Definitions in Article 2 of the Electricity Regulation shall apply to the newrules. When a
term defined in the Electricity Directive is used in the new rules, the new rules shall include
these definitions by including a direct reference to the respective definition in Article 2 of the
Electricity Directive for defining the term.

Links and dependencies with existing legal provisions

At this stage, it is not yet determined whether the development of a European framework
based on Article 59(1)(e) of the Electricity Regulation should also include amendments of
existing network codes and guidelines. In any case, special attention should be paid to
interactions with (and potential amendments of) other codes and regulations, in order to
ensure overall coherence and that the European framework as a whole supports the access
of demand response and other relevant resources to all electricity markets.

In Figure 1, an overview of the relevant European legislation is provided, indicating in the
white boxes the Chapters of each legislation that fall within the scope of the newrules to be
developed (the blue boxes indicate other Chapters of the respective Regulations, which were
assessed with respect to their relevance to the newrules, but at this point they are excluded
from the scope of the new rules). The Regulations included here are: the Electricity
Regulation, the CACM Regulation, the SO Regulation, the EB Regulation and the Demand
Connection Code. At the beginning of every Chapter/Sectionin this FG, the Chapter(s) of
the respective legislation that is considered to include relevant provisions for the newrules
is included. These provisions should be considered indicative and by no means exhaustive.

Demand

Capacity SO-I1* SO-II1* SO-1V* Load

Electricity

Regulation

I. General rules for the
Electricity Market

I1. Network Access &
Congestion
Management

Cong. Mnt.

11.1 Capacity
Calculation
11.2 Bidding zone
review

11.4-6 Market coupling

111.2 Redlispatch &

Allocation & Operational

Security

1 Operational security
requirements

2 Data

Operational
Planning

Electricity
Balancing

1 Data for operational
security analysis

I. General Provisions

Frequency
control

2 Operational security
analysis

11. Electricity Balancing
market

5 FCR

Connection
Code

3 Outage coordination

111 Procurement of
balancing services

6 FRR

3 C

Countertrade**

5 Ancillary Services

IV. CZC for Balancing
Services

I11. 1DRservices

6 Scheduling

V. Settlement

10 Cooperation with

DSOs

* = due to the size of the SO regulation itwas splitinto thethree main parts|l, Il and IV in this overview

** = The ACER recommendation on CACM 2.0 proposes to move this Chapter and the provisions on CGM and GLDP to the SO part 11l on Operational
planning

Figure 1: Provisions of the existing legal framework in the scope of the new rules — the white boxes denote the Chapters
that are relevant for the provisions that shall be included in the new rules.
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(16) Two important aspects that need to be clarified with respect to the scope of the new rules
are related to the topics of prequalification and congestion management. On prequalification,
the scope of the new rules covered by this FG included technical requirements set by SOs
for the provision of SO services while the technical capabilities of units for grid connection
are out of the scope forthe newrules. As a consequence, the provisions in the existing rules
are in or out of the scope as follows:

— The SO Regulation and EB Regulation regulate product and grid prequalification for TSO
balancing services and are in the scope of this FG.

— The RfG Regulation describes an operational notification procedure and compliance
testing or simulation for the connection of new generators to the distribution or
transmission networks. The RfG Regulation only describes capabilities that are checked
during the connection phase of the unit to the grid and are not directly related to the
services that the unit can provide to the SOs. Since the RfG Regulation does not provide
any requirements on services to relevant SOs but technical capabilities of new
generators, the operational notification procedure and compliance testing/simulation are
not considered as a “prequalification process” for services offered to the SOs by
generators, thus RfG Regulation is considered out of the scope of this FG.

— Title lll ofthe DCC Regulation defines the connection of demand units used by ademand
facility or a closed distribution system to provide demand response services to SOs. The
DCC Regulation describes technical capabilities for the connection of demand units to
provide demand response services to SOs, with the exception of some requirements
described in Articles 28 to 30 for the demand response setrvices set in Article 27. For the
sake of clarify, since the connection to the grid is a different aspect from the provision of
services to SOs, this FG recommends carrying over the technical requirements to
provide demand response services from the DCC Regulation to the SO Regulation. As
a result, the scope of the RfG and DCC Regulations would be limited to capabilities for
grid connection while all requirements set in prequalification processes for the provision
of SO services would be in the SO Regulation.

(17) On congestion management the scope of the newrules covered by this FG need to consider
that congestion management is a wide topic described in several parts of the existing
European legal framework?. It is also an important part of this FG. However, the scope of
this FG as concerns congestion management is restricted to the procurement and activation
by an SO of products for solving local physical congestions within a bidding zone or network
area on short term or on long term and either ex ante (preventing the congestion based on
a forecast) or ex post (solving a congestion that will occur if not remedied). Thus, other
mechanisms for solving structural congestion, such as the allocation of cross zonal
capacities and the review of bidding zones, are not to be replaced, butrather complemented,
by the processesdescribed in this FG. In this FG, when referring to congestion management
we only consider the use of SO services to manage physical congestion, unless something
else is explicitly mentioned.

15 Abbreviations

BSP — Balancing Service Provider
BRP — Balance Responsible Party

4 Most notably in chapter Il of the Electricity Regulation on netw ork access and congestion management
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CBA - Cost-Benefit Analysis
CDSO - Closed Distribution System Operator

DCC Regulation — COMMISSION REGULATION (EU) 2016/1388 of 17 August 2016 establishing
a Network Code on Demand Connection

DSO - Distribution System Operator

EB Regulation— COMMISSION REGULATION (EU) 2017/2195 of 23 November 2017 establishing
a guideline on electricity balancing

FCR — Frequency Containment Reserve
FG — Framework Guideline
FRR — Frequency Restoration Reserve

KORRR - All TSOs’ proposalfor the Key Organisational Requirements, Roles and Responsibilities
relating to Data Exchange in accordance with Article 40(6) of Commission Regulation (EU)
2017/1485 of 2 August 2017 establishing a Guideline on Electricity Transmission System
Operation (1/10/20218)

NDP — Network Development Plan
NRA — National Regulatory Authority

RfG Regulation — COMMISSION REGULATION (EU) 2016/631 of 14 April 2016 establishing a
network code on requirements for grid connection of generators

RR — Replacement Reserve
SGU - Significant Grid User
SO — System Operator

SO Regulation — COMMISSION REGULATION (EU) 2017/1485 of 2 August 2017 establishing a
guideline on electricity transmission system operation

SP — Service Provider

TCM — Terms & Conditions or Methodology
ToE — Table of Equivalences

TSO — Transmission System Operator

TYNDP — Ten-year Network Development Plan
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(18)

(19)

2.1

General requirements for market access

As explained in Section 1.1 the main aim of the new rules shall be to ensure access for
demand response and other relevantresources to all electricity wholesale markets. Although
in principle and pursuant to the requirements of the Electricity Directive, the participation of
demand response and other relevant resources to all electricity markets should be enabled
at nationallevel, there are aspectsthatneed to be further specified and clarified at European
level, to ensure a level playing field for the participation of these resources in the electricity
wholesale markets.

It isimportantto note thatthis FG considers the deployment of smart meters as a prerequisite
for enabling the full potential of the participation of these resources in the relevant markets.
Where the deployment of the smart meters is delayed, the new rules shall specify the
conditions for the usage of sub-meters, in order for the new rules to become effective.
Moreover, in order to ensure non-discriminatory access to the markets, the new rules shall
specify the different models under which these resources may participate, and clarify the
roles and responsibilities under each context. These general requirements, which are
considered relevant for ensuring equal access of these resources to all electricity wholesale
markets, are included in this Chapter.

Roles and responsibilities

Chapter Il of the Electricity Regulation sets the general rules for the electricity market. More
specifically, its Article 5 includes the provisions for balance responsibility and Article 6 the
provisions for the balancing market.

Title Il of the EB Regulation sets the requirements for the electricity balancing market, and Title
Il sets the requirements for the procurement of balancing services. Title V of the EB Regulation
sets the requirements for the settlement of the balancing services.

(20)

(21)

Article 18 of the EB Regulation requires TSOs in coordination with the affected DSOs to
develop terms and conditions related to balancing including terms and conditions for
balancing service providers (‘BSPs’) and for balance responsible parties (‘BRPs’) on a
Member State level. The new rules shall require these terms and conditions to specify the
processes for all potential market participants to offer balancing services, including those
engaged in aggregationas well as demand response and storage. These processes shall
include at least the requirements for all market participants, including those engaged in
aggregation aswellas demand response and storage, for becoming BSPs, for the settlement
of balancing services, for the balance responsibility and for the settlement of the imbalances.
Moreover, in order to enable access to all balancing markets, the newrules shall reduce the
minimum bid granularity to not higher than 0.1 MW and 0.1 MWh for all balancing capacity
and energy products, respectively and set a clear timeline for the implementation of this
change. In particular, the new rules shall specify the process to verify the provision of
balancing energy, including the data that should be exchanged between the TSO and the
BSP, and the settlement of the provided balancing energy, by amending the provisions of
Title V, Chapter 2, of the EB Regulation, with respect to the balancing energy volume, taking
into account the different resource providers, as well as the aggregation models described
in the next paragraph.

Moreover, the newrules shall define, in accordance with the definitions provided in Section
1.3, the terms service providing unit, service providing group, and service provider for any
market participant providing any SO services (for any or both the TSO and the DSO), in
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(22)

2.2

particular for congestion management and voltage control —in addition to balancing services,
which are already included in the legislative framework as mentioned above. In this contex,
the new rules shall require TSOs and DSOs to develop terms and conditions related to the
SO services on aMember State level. The newrules shallrequire these terms and conditions
to specify the processes — at least for becoming Service Providers and for the settlement of
SO services — for all potential market participants to offer these SO services, including those
engaged in aggregationas well as demand response and storage. Furthermore, the new
rules shall include provisions for assigning or delegating DSO'’s tasks related to congestion
management and/or voltage control, if decided or allowed by the MS or relevant regulatory
authority.

The new rules shall also specify the approval process at MS level for establishing roles,
responsibilities and in general for the adoption of the processes described in this FG. This
approval process shall set as a prerequisite the development of a proposal, in accordance
with the respective national process, by the respective SOs — either TSOs or DSOs or both
depending on the requirement included in the new rules — with sufficient consultation with
the concerned stakeholders, and a reasonable time limit for the approval by the respective
national regulatory authority. The newrules shall require that in each MS, there is a formal
process for establishing all SOs proposals, ensuring that all SOs are heard and jointly submit
a proposal within a given time limit. In the remainder of this FG, whenever “all SOs” is used,
it means all the SOs of a MS. Moreover, in case a load frequency control area expands
across more than one MSs, the new rules shall specify that where the relevant regulatory
authoritiesjointly request all SOs of that LFC areato develop common proposals, these SOs
submit these common proposals to the relevant regulatory authorities for a coordinated
approval.

Aggregation models

Article 17 of the Electricity Directive sets the requirements for the participation of demand
response through aggregation. In particular, Article 17(3) of the Electricity Directive lists the
elements that such a regulatory framework should address.

(23)

Although different models may be applied in each MS, a grouping of the different aggregation
models can be achieved based on specific parameters: the number of BRPs per connection
point and per metering point, as well as the type of the applied compensation mechanism.
The new rules, respecting the requirements set in Article 17(3) of the Electricity Directive,
shall describe this grouping as an exhaustive list of the possible types of aggregationmodels
that may be applied by the Member States, distinguished based onthe number of BRPs per
connection point and per metering point, as well as on the basis of the type of the applied
compensation mechanism, if a compensation mechanism is applied. In particular, the new
rules shall specify the roles, responsibilities and interactions of the market participants under
each of the possible types of aggregation models, including the data exchanged with the
system operator(s) needed for accessing all electricity wholesale markets, the
responsibilities for verifying the provision of the SO service, for informing the BRP(s) after
activation of an SO service and for the settlement of the provided SO service. Regarding the
settlement, the new rules shall indicate for each type of aggregation model whether the
compensation mechanism pursuant to Article 17(4) of the Electricity Directive applies; this
compensation is considered to be independent from any correction that is deemed
necessary in the volumes attributed to the respective BRP(s) in the context of the imbalance
settlement, as describedin Section 2.4. The new rules shallensure thatthe energy activated

13/38



(24)

(25)

2.3

for the provision of the service is not double counted and it is attributed to the respective
BRP(s), in line with the requirements of Article 5 of the Electricity Regulation.

The new rules shall further specify the requirements of Article 17(4) of the Electricity
Directive, for the specific types of aggregation models, which include a financial
compensation. The newrules shall specify the parties involved in the financial compensation
and the direction of the compensation in each aggregation model type. In particular, the new
rules shall specify whether the payer of the transactionis the independent aggregator or the
final customer, although in both cases the receiver of the compensation is the supplier of the
final customer. The new rules shall ensure that the financial compensation is not creating a
barrier for market participants engaged in aggregation. In doing so they shall include an
exhaustive list of the possible “resulting costs incurred by the suppliers of participating
customers or the suppliers' balance responsible parties during the activation of demand
response”, which may be different for each aggregation model type, and a description of the
“benefits brought about by the independent aggregators to other market participants”that
may be taken into account.

The new rules shall also describe a European-wide process for further specifying and
harmonising the main elements of the possible types of aggregation models, once more
experience is gained in the functioning of the different models, as well as in the operation of
the integrated balancing markets. In case distortions are identified, with respect to the level
playing field of the SPs, especially in the European or regional integrated markets, due to
the application of different typesof aggregationmodels the processshallalso aimat reducing
the applicable types of aggregation models on a per product/service level. The process shall
include an analysis performed by ENTSO-E and the EU DSO entity on the potential options
for further specifying and harmonising the main elements of the types of aggregation models
(including reducing them), assessing the benefits in achieving the aims of the Electricity
Regulation pursuantto its Article 1, and a public consultation on the proposal for amending
the list and main elements of the possible types of aggregation models. The analysis and
the proposal will be submitted to ACER for approval, by two years after the entry into force
of the new rules or by July 2026, whichever comes later.

Provision of the service: baseline and measurement

Title V of the EB Regulation sets the requirements for the settlement of the balancing services
including the provisions for the calculation of balancing energy (Chapter 2).

(26)

(27)

It is acknowledged that, in the context of demand response, when the customer is not the
service provider (i.e. an aggregator is the service provider), there are two general fields of
application of the concept of baseline: one linked to the contractual relationship between the
customer and the aggregator, and the other linked to the relationship between the aggregator
and the SO. In this FG, the baseline is considered from the perspective of the SO in relation
to the service provider, hence only the second case is relevant and the scope is limited to
that. Under this assumption, the baseline represents a counterfactual reference about what
the SP’s BRP allocated volume would be in the absence of the activation for the provision of
the respective service, in order to quantify and measure the actual delivery of the service.

The new rules shall clarify that the baselining approach for validating the activation is not
mandatory and SOs can implement alternatives, such as taking the final position of the SP's
BRP as the baseline, to be used as reference for the delivery of the service®. For the models

5 This is know nas the “buy your baseline” principle.
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(29)

(30)

24

where the baseline is assumed as reference for checking the delivery, the new rules shall
define general principles for its establishment, at national level, to be followed by SOs, but
without necessarily setting a harmonised European methodology. A process for achieving
further standardisation in the future shall be included, subject to an assessmentto evaluate
the benefits in achieving the aims of the Electricity Regulation, although the target is not to
have one baseline per product and per timeframe. The new rules shall establish the high
level principles for the baseline methodology, ensuring that it is technology neutral, easy,
transparent and accurate. The principles shall prevent gaming opportunities based on
manipulation of the baseline. Preference shall be given to calculation methods that are
objective, in order to make the baseline calculated replicable and non-manipulable, but rules
shall also allow for other alternatives, such as forecast by the service providers, if there is a
procedure for ex-post check of the accuracy. The baseline methodology could be different
depending on the products exchanged and the timeframe, in order to adapt the best
calculation to the specific case, and the time granularity should be coherent with the one of
the relevant products.

The new rules shall define the minimum content that all SOs must include in terms and
conditions for balancing pursuant to Article 18 of the EB regulation, regarding the baseline
methodology and the processes for its definition, calculation and validation. The new rules
shall provide a clear framework for the validation of the baseline, to ensure that it is as
consistent as possible with the actual profile of the resources. This could include ex post
analysis by the SOs, ex-ante adjustment coefficients based on realtime measurements (e.g.
difference between baseline and measurements in the previous time periods).

If the control of the provision of an SO service is based on measurement, the granularity of
the meter needsto be at least equalto 15 min, which is the harmonised imbalance settlement
period. The new rules shall describe the conditions for the use of sub-metering for the
measurement of the provision of the service. The standardisation of the process for the use
of sub-metering is not the aim for now, because experience still need to be gained regarding
this topic, but the new rules shall define common principles and provisions to study the need
for standardising the process.

Moreover, the new rules shall ensure consistency among the volumes involved, position of
BRPs, imbalance adjustment (taking also into account the requirements of the following
Section), service provided, and ensure that there is no uncertainty on measurements and
allocation of corrections, especially when the aggregator and the BRP are different entities.

Imbalance settlement

Articles 5 and 6 of the Electricity Regulation sets the requirements for balance responsibility and
balancing markets.

Title V of the EB Regulation sets the requirements for the settlement of the balancing services
including the imbalance settlement. In particular, it includes general principles (Chapter 1),
provisions for the calculation of balancing energy and the imbalance adjustment (Chapter 2),
and the imbalance settlement (Chapter 4).

(31)

The new rules shall facilitate all market participants (including SPs) to develop demand
response behind the metering point of a connection point and multiple market participants
(including SPs) to be simultaneously active behind the metering point of a connection point,
by specifying all the aspects of the imbalance settlement including the calculation of the
position, the allocated volume, the imbalance adjustment and the imbalance, for all the
activations by the SOs as well as for all the market participant, including all the different
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aggregation models. The newrules shall define “metering point” as a physicallocation where
the withdrawal and/or injection of active power is measured. The metering point of a
connection allocates withdrawal and/or injection to the BRP responsible for the imbalances
on that connection.

(32) The newrules shall distinguish between the imbalance adjustment of the BRP of the market
participants (including SPs) behind the metering point of the connection point, and the
adjustments to the allocated volume of the BRP responsible for the imbalances on the
connection point, differentiating the respective calculations, depending on the applicable
aggregation model, but in any case ensuring consistency among the volumes involved, in
order to avoid free riding.

2.5 Frequency containmentreserve

Article 6 of the Electricity Regulation sets the requirements for balancing markets, including the
procurement of balancing capacity.

Title Il of the EB Regulation sets the requirements for the procurement of the balancing service.
Title V of the EB Regulation sets the requirements for the settlement of the balancing services
and in particular, itincludes the settlement of balancing capacity (Chapter 5).

OPTION A — All SA TSOs CBA for the asymmetric procurement of FCR

(33) The new rules shall include the process and a clear timeline for a CBA to be carried out by
all TSOs of each synchronous area (SA) to establish the necessary facts regarding the
guestion whether or not an asymmetric FCR product is beneficial for overall welfare, by
amending the provisions of Article 32 of the EB Regulation. The CBA shall incorporate
general welfare considerations, technical aspects, actor diversity, liquidity and competition
and costs, including scenarios for the increase of the share of demand response in the
market. It shall also elaborate on the needed steps to switch from a symmetric to an
asymmetric FCR product.

OPTION B — Asymmetric procurement of FCR

(34) The new rules shall include the process and a clear timeline for each TSO to establish the
necessary steps for the asymmetric procurement of the FCR product, by amending the
provisions of Article 32 of the EB Regulation.

2.6 SO-owned storage facilities

(35) Articles 36 and 54 of the Electricity Directive establish criteria for SO-owned storage. The
new rules shall provide a clear framework that ensures that demand response and other
relevant resources are preferred over TSO and DSO-owned storage.

(36) Asdescribedinthe Directive (Articles 36.2 and 54.2), SO-owned storage is authorised under
conditions that “other parties, following an open, transparent and non-discriminatory
tendering procedure that is subject to review and approval by the regulatory authority have
not been awarded a right to own, develop, manage or operate such facilities, or could not
deliver those services at a reasonable cost and in a timely manner”. The new rules shall
specify criteria to be fulfilled by the tendering procedure in order to be approved by the NRA,
including:

6 Asymmetric procurement of balancing capacity means the separate upw ard and dow nw ard procurement of balancing
capacity, pursuant to Article 6(9) of the Hectricity Regulation.
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(37)

(38)

- Participation conditions shall enable participation of demand response and other
relevant resources that can deliver the services needed by the SOs to fulfil their
obligations for the efficient, reliable and secure operation of the transmission and/or
distribution system, in addition to storage participation;

- Selection criteria shallbe technology-neutral and select the besttechno-economic option
for each particular case, maximizing social welfare including when comparing to an SO-
owned storage facility.

- Transparency of the selection criteriaand the results of the tender;

- Clear communication on the technical and economic conditions of the tender

Further criteriato be fulfilled by the tendering procedure shall be defined at national level.

The new rules shall specify that SOs are allowed to own/operate a part of a storage facility
(a percentage) if no third party can do so, with the same conditions as announced in the
previous paragraph and in articles 36 and 54 of the Electricity Directive. In that case, these
conditions shall apply only to the SO-owned part of the storage. A third party should own
and operate the rest of the storage freely, after the ownership has been subject to an open,
transparent and non-discriminatory tender. The specifications of the tender shall be
submitted to public consultation and to NRA approval prior to the tendering process. The
new rules shall establish that the ownership and contractual relations (for use of the facilities,
distribution of costs etc.) between the SO and the third party are approved by the NRA and
made public in a transparent manner.

It is written in the Directive (Article 36.3 and 54.4) that « The regulatory authorities shall
perform, at regular intervals or at least every five years, a public consultation on the existing
energy storage facilities in order to assess the potential availability and interest in investing
in such facilities. Where the public consultation, as assessed by the regulatory authority,
indicates that third parties are able to own, develop, operate or manage such facilities in a
cost-effective ~ manner, the regulatory authority shall ensure that the
[distribution/transmission] system operators' activities in this regard are phased out within
18 monthsx». The newrules shall establish that this condition is fulfilled if:

e the public consultation shows that third parties can, and are willing to, provide the
services that the SO needs from the storage facility, be it by taking over the SO-owned
storage or by other means, such as demand response or other relevantresources;

e a CBA shows thatit is preferable to the phase out of the SO storage and purchase the
necessary services fromthird parties rather than continuing the SO storage activity.
The new rules shall provide guidance for the scope of the abovementioned CBA, ensuring
in particular that the scope in time and in topics is broad enough to take into account the

potential loss of developing markets for SO services and the consequences thereof.
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3 Prequalification

The SO Regulation regulates product and grid prequalification for TSO balancing services. Titles
5, 6 and 7 of Part IV set the prequalification process and the minimum technical requirements
for FCR, FRR and RR, respectively. Title 9 of the same part sets the cooperation with DSOs
during prequalification of reserve providing units or groups connected to the DSO grid.

3.1 General principles, requirements and processes

(39) The new rules shall provide that the prequalification process for a SP consists of a grid
prequalification and a product prequalification:

i.  Grid prequalification shall ensure thatthe service offered to the SO can be delivered in
each of the involved grids, including the connecting grid, the grid where the service is
to be delivered to and any intermediate grids. The new rules shall describe the
assessment criteria for SOs to technically accept the delivery of a service. The new
rules shall also clarify the concepts of conditional or long term grid prequalification
and dynamic or short term grid prequalification and the differences between them.
It shall provide principles and definethe criteriaallowing SO to set limits and re -examine
such limits in a conditional and dynamic prequalification respectively. This criteria shall
be public, transparent, verifiable and accurate. The newrules shallalso define the roles
of the different SOs involved in grid prequalification (i.e. connecting SO, intermediate
SO(s), etc.).

ii.  Product prequalification shall ensure that the SP fulfils all technical requirements to
deliver a particular product. SOs shall check the technical capabilities of the SP against
the technical requirements determined by the specific product and perform a test to
make sure that the SP can deliver the requested service, only if technically needed to
ensure the system security and grid operation.

(40) The new rules shall set minimum technical requirements for the provision of congestion
management or voltage control products and shall set a minimum harmonisation at EU
level in the different steps and lead times in the prequalification processes (similarly as
Articles 155, 159 and 162 of the SO Regulation for balancing services) taking into account
at least the following principles:

i) The specificities of each prequalification process and additional technical
requirements shall be defined by all SOs within each Member State according to
common national terms and conditions or a methodology for ex-post verification and
prequalification processes (hereatfter referredto as “TCM”) (see Section 3.2).

i) The prequalification processes shall be user-friendly, non-discriminatory, fair,
objective, transparent, striving to minimise and standardise the different steps when
possible.

i) The prequalification requirements shall be limited to the technically necessary level to
ensure the system security and grid operation and shall lower entry barriers for newand
small service providers. The prequalification requirements can vary among different
services and products; however they shall be aligned and standardised without upwards
harmonisation of technical requirements.

iv) When a prequalification test is technically needed to ensure the system stability and
grid operation, in principle it shall be executed by the contracting SO in cooperation with
the connecting SO. If multiple SOs procure the same product, the new rules shall clarify
which single SO will execute the test.
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(41)

3.2

(42)

v) The new rules shall set requirements for delegating the task of conducting the
prequalification process and test (if applicable) to a third party (either other SO or the
market operator of a local market) while keeping the responsibility for the contracting SO.

For the products where an ex-ante prequalification process is technically justified in the
national TCMs (see Section 3.2), the newrules shall set a reduction of the lead times in the
different steps of these prequalification processes for those SPs who are already qualified
for at least another product and meet some of the technical requirements setin the
prequalification processes for these products according to the Table of Equivalences
(see Section 3.3).

Simplification of the prequalification processes

For standard balancing products, the new rules shall define a unique and common
prequalification process at European level to be implemented by all TSOs with the same
steps, lead times and technical requirements. To define this process, the new rules shall
consider the following principles and requirements:

i) The new rules shallamend the requirements to make data available in real-time and
supply real-time measures set for FCR, FRR and RR in Titles 5, 6 and 7 of the SO
Regulation in order to ensure the product prequalification for the provision of standard
balancing products allows the participation of small BSPs or BSPs with small units in the
connection points.

i) The new rules shall define this prequalification process for different scenarios (i.e.
prequalification of a BSP for the first time, prequalification after changes in the reserve
providing unit or group, transference/switching of a prequalified reserve providing units
or groups to another BSP, etc.).

iii) The new rules shall avoid that any change in a prequalified reserve providing unit or
group always requires to overcome a new prequalification process or test. The newrules
shall define a thresholdin the technical requirements or in the capacity or volume
of the reserve providing unit or group that will require to overcome a new
prequalification process or test.

iv) When a BSP aims to make multiple changes in a prequalified reserve providing unit or
group, it shall be allowed to submit only one application for all changes through the SO
service provision tool (see Section 4.4). The BSP shall indicate whether these changes
are expected to impact the technical requirements or the capacity or volume of the
reserve providing unit or group beyond the threshold. If so, a new prequalification
process or test may be required.

v) Standardised devices shall be exempt from overcoming any prequalification process
or test if they meet all the technical requirements set in the Table of Equivalences for the
corresponding product (see Section 3.3). They shall only be required to register in the
SO service provision tool.

vi) The prequalification tests shall be required only when technically needed to ensure
system security and grid operation (e.g. as a consequence of changes that may impact
the technical requirements or the capacity or volume of the prequalified reserve providing
group beyond the threshold set in the new rules). If technically and practically possible
for both the SO and the BSP, the prequalification tests shall be required ii) only on the
new or changed connection points (i.e. prequalified connection points of a reserve
providing group may not be required to re-prequalify) andiii) on the connection points as
awhole (i.e. avoiding separate tests per individual connection point).
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(43)

(44)

(45)

(46)

vii) In principle, a prequalified reserve providing unit or group shall not lose its
“prequalification status” while conducting new prequalification processes (or tests, if
needed) because of changes in its unit(s) or group(s).

Forspecific balancing, congestion managementand voltage control products, the new
rules shall require to performan ex-post verification process by default. The new rules
shall define this process considering the following principles and requirements:

i) As a prerequisite to provide the product, the SOs shall only require a qualification of
the service provider with the aim of ensuring the SP has a settlement account and
financial liabilities, it complies with the legal provisions, etc. No ex-ante product
prequalification shall be performed at service providing unit or group level i.e. the
capabilities of the unit for grid connection will be taken as a prequalification to provide
the service.

ii) Afterthe qualification ofthe SP, the contracting SO shall performan e x-post verification
based on the service delivery and some verification criteria. The newrules shall define
different options for these ex-post verification criteria including the possibility to verify
service delivery based on a minimum number of deliveries. In the national TCMs, all SOs
shall agree on the ex-post verification criteria chosen to assess the service delivery. If
the SP does not meet the ex-post verification thus failing in the service delivery, it may
be subject to a penalty, if set in the national TCMs.

i) This ex-post verification shall not include to perform any ex-post verification test at
service providing unit/group level. The new rules shall guarantee that if any ex-post
verification test is required by the contracting SO, it will shall bear the corresponding
costs.

iv) The SP shallnotifyany changein theservice providing units or groups ofits portfolio
through the SO service provision tool. The SOs procuring the products will be up to date
with all changes and will request additional information if needed throu gh the SO service
provision tool (see Section 4.4).

V) When a potential service provider aims to participate in multiple SO products, it shall
be allowed to submit only one application through the SO service provisiontool, providing
also the geographical distribution of its connection points (see Section 4.4).

The new rules shall define the technical criteria that will allow SOs to deviate from the ex-
post verification process and thus perform an ex-ante prequalification process at service
providing unit/group level as a prerequisite to provide the product.

The new rules shall define the principles and process for all SOs within each Member State

to propose common national terms and conditions or a methodology to define all ex-post

verification and prequalification processes for SOs services (TCMs) within two years after
entry into force of the newrules:

e These TCMsshall aim at simplifying the accessto SO services and avoiding duplications
when prequalification processes are technically justified according to the newrules.

e They shall describe the ex-post verification and prequalification processes used for each
SO product and define the process to access all SO services through the SO service
provision tool (see Section 4.4).

e They shall define a process and timeline where all SOs within each Member State
propose guidelines to harmonise the IT and communication requirements in the
prequalification processes.

The new rules shall define principles and requirements striving to minimise the effort,
resources and time from the SPs when they are required to perform an ex-ante
prequalification process at service providing unit/group level as a prerequisite to
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(47)

(48)

provide a product according to the national TCMs. The newrules shall consider at least the

following principles and requirements:

i) The new rules shall require the national TCMs to define the prequalification processes
for differentscenarios (i.e. prequalification of a SP for the first time, prequalification after
changes in the service providing unit or group, transference/switching of a prequalified
service providing units or groups to another SP, etc.).

i) The national TCMs shall avoid that any change in a prequalified service providing unit or
group requires to overcome a new prequalification process or test. In the TCMs, all SOs
of each Member State shall agree on a threshold in the technical requirements
included in the ToOE or in the capacity or volume of the service providing unit or
group thatwill require to overcome a new prequalification test. This threshold may be
different for each product (e.g. aFRR, mFRR, congestion management, etc.) according
to their criticality.

i) When a SP aims to make multiple changes in a prequalified service providing unit or
group, it shall be allowed to submit only one application for all changes through the SO
service provision tool. The SP shall indicate whether these changes are expected to
impact the technical requirements or the capacity or volume of the prequalified service
providing unitor group beyondthe threshold setin the TCM. Standardised devices shall
be exempt from overcoming a prequalification process if they meet all the technical
requirements setin the Table of Equivalences for the corresponding product (see Section
3.3). They shall only be required to register in the SO service provision tool.

iv) The prequalification tests shall be required only when technically needed to ensure
system security and grid operation (e.g. as a consequence of changes that may impact
the technical requirements or the capacity or volume of the prequalified service providing
group beyond the thresholds set in the TCMs). If technically and practically possible for
both the SO and the service provider, the prequalification tests shall be requiredii) only
on the newor changed connection points (i.e. prequalified connection points of a service
providing group may not be required to re-prequalify) and iii) on the connection points as
a whole (i.e. avoiding separate tests per individual connection point). If multiple
prequalification tests are required, all tests shall be performed simultaneously when
technically possible and when undertaken by the same SO.

v) In principle, a prequalified service providing unit or group shall not lose its
“prequalification status” while conducting new prequalification processes (and tests, if
needed) because of changes in its unit(s) or group(s).

vi) When a potential service provider aims to participate in multiple SO products, it shall
be allowed to submit only one application for prequalification through the SO service
provision tool, providing also the geographical distribution of its connection points (see
Section 4.4).

All SOs within a Member State shall agree on the TCM after taking into account responses
received from a public consultation conducted by SOs. The responses to the public
consultation shall be made public. The national TCMs shall be approved by the NRA(s) of
the Member State who may require amendments. The TCMs shall be made public.

The new rules shall require ENTSO-E and the EU DSO entity to propose a European
methodology for further harmonisation of the prequalification processes within three
years after the submission of the proposals for the national TCMs. Based on the best
practices identified in the prequalification processes across the Member States according to
the TCMs, this methodology shall propose howsome pre qualificationrequirements and tests
(if applicable) can be minimised for each scenario (i.e. prequalification for the first time,
prequalification after changes in the service providing unit or group, transference/switching
of a prequalified service providing units or groups to another service provider, etc.) while
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ensuring system security and grid operation. The European methodology shall include a
timeline for implementation of the suggested harmonisation in the national TCMs. Where it
concludes that further harmonisation is not relevant, it shall be justified. The process shall
include a public consultation on this methodology, which shallbe amended by ENTSO-E and
the EU DSO entity before submitting the proposal to ACER for approval, together with the
contributions to the public consultation. ACER may then, together with the NRAs, approve,
require further amendments or reject the methodology. After approval, the final
harmonisation points shall become mandatory through the appropriate process.

STANDARD BALANCING SPECIFIC BALANCING, CONGESTION MANAGEMENT AND

PRODUCTS VOLTAGE CONTROL PRODUCTS

! | o

1 1
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Unique ex-ante prequalification Ex-post verification based on Ex-ante prequalification at
process at EU level service delivery national level
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I
New rules TCMs TCMs

+ Steps + Options for + National * Principles to streamline - National ToE
-Lead times verification criteria verification criteria processes and avoid - National process and
+ Technical requirements * National process duplications requirements
+ EU threshold requiring new * Process and mininimum + National threshold
prequalification process or test requirements for requiring new
congestion management prequalification process
and voltage control or test

Figure 2 Overview of the ex-ante prequalification and ex-post verification processes proposed to access the different
SO products.

3.3

Avoid duplications in prequalification processes

(49) For the products where an ex-ante prequalification process is technically justified in the
national TCMs (see Section 3.2):

The new rules shall guarantee the product prequalification to be required only once
if multiple SOs procure the same product.

The new rules shall define the principles and requirements for SOs to define a table of
equivalences (ToE) between the minimum technical requirements of each product
requiring a prequalification process and procured within each Member State.

(50) The new rules shall require the national TCMs to propose the first concept of ToE that will
be agreed among all SOs with a Member State.

i)
i)

ii)

The ToE shall map all minimum technical requirements of the prequalification
processes to provide each product.

The ToE shallinclude common and comparable attributes determining the minimum
technical requirements of each product. While the value of an attribute may be different
for each product, they shall be comparable among all products such that they can be
ranked against each other (more/less challenging). TSOs and DSOs shall agree on a
common list of comparable prequalification attributes for all kind of products requiring a
prequalification process in advance to procurement of these products.

For the sake of transparency and visibility for potential new service providers, the ToE
shall also include the minimum technical requirements that cannotbe comparable or
ranked or that are unique for each SO.
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iv) Based on the equivalences between the minimum technical requirements of different
products, the new rules shall define a procedure to avoid duplicities in
prequalification processes according to at least the following principles:

— The new rules shall provide that an existing prequalification in one product is
accepted by the SOs as a prequalification for another productifthe ToE indicates
that the existing prequalification has more challenging technical requirements in
all attributes, both products have similar IT and communication requirements and
the SP requests for providing the latter product.

— The new rules shall provide that already prequalified technical requirementsin
one product are accepted by the SOs as tested for another product if the ToE
indicates that the prequalified technical requirements are more challenging than
the corresponding technical requirements of the prequalification process of the
latter product.

v) The new rules shall provide that SOs will keep the ToE up to date and will be public.
When defining a new product with a new prequalification process, the SOs shall include
the minimum technical requirements in the ToE and map them to the existing attributes
in the ToE or if necessary, add new attributes.
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4

4.1

Data exchange and SOs coordination

Market interaction

Chapter Il of the Electricity Regulation sets the general rules for the electricity markets, while
the CACM Regulation sets the requirements for congestion managementand capacity allocation
in day-ahead and intraday markets. Part lll, title 6 of the SO regulation regulates scheduling,
and Title V of the EB Regulation sets the requirements for settlement in the balancing markets,
including the imbalance settlement.

(51)

(52)

(53)

(54)

SO services may be procured in dedicated local markets for SO services as described in
Section 4.2, or through locationally tagged bids in wholesale markets, in particular intraday
and balancing markets, as described in this Section. In any case, the newrules shall provide
that the NRA approves the overall market design in each Member State upon a proposal
fromall SOs in the MS. The first all SO proposal shall be submitted to the NRA for approval
within two years after entry into force of the new rules. The NRA shall approve, reject or
amend the proposal within six months after reception. The NRA may ask the SOs to provide
an amended version of the approved proposal for the overall market design, whenever it
deems it necessary and at least 12 months after the last approval.

The new rules shall provide principles for the coordination of local markets with wholesale
markets, promoting good coordination between TSOs/DSOs and ensuring coherence in the
interaction across different markets and different time frames through the scheduling and
imbalance settlement process. The overall design of local and wholesale markets in each
Member State shall be such that:
o Possibilities for withholding of capacities and market abuse are minimised.
o Liquidity is maximised in each market.
o It shallbe possible to propose bids that are not procured in one market to another
market, given they are qualified for that market.
o The SO does not unduly distort electricity wholesale markets by procuring SO
services.

The newrules shall provide that if the SO is allowed to procure locationally tagged bids from
the wholesale market to use for SO services, the products and pricing mechanism applied
for its purchases shall be approved by the NRA as described in chapter 5. The pricing
mechanisms may be different from the general pricing mechanism in the wholesale market,
and take into account the particularity of the purchaser beinginterested in locationally tagged
bids, contrarily to other buyers in the market.

The new rules shall provide that the overall market design on national level may include,

among others:

o whetherand underwhich conditions bids offered inintraday or balancing markets can be
used for local congestion management for distribution and/or transmission grids. In this
case, the new rules shall provide the possibility for organising additional local markets,
allowing for SOsto procure products others than the ones traded on intraday or balancing
markets;

o whether and under which conditions third party market operators of local markets for SO
services may inject bids from SPs, aggregated or not, into wholesale markets;

e roles, responsibilities and interactions of different entities, such as SOs, wholesale
markets and third party operators of local SO markets.
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4.2

(55)

(56)

(57)

(58)

(59)

Operation of local markets for SO services

Within the overall market design approved by the NRA, as described inthe previous Section,
an SO can procure SO services from a local market operated by:

- the procuring SO itself, alone or together with other SOS

- adifferent SO or different SOs

- athird party.

The new rules shall specify that the market operator of a local market for SO services
develops and maintains an IT solution (platform) for this market, communicates with the
potential SPs and provides the clearing and settlement of bids.

The new rules shall establish principles applicable to all operators of local markets for SO

services, including:

- The market operator shall be neutral regarding all service providers and technologies
and the way their offers are presented to SOs.

- The market shall be accessible to all market participants, including aggregators, and all
market participants should be treated equally whatever their technology.

- The market operator shall protect confidential data received from the SPs.

- The SOs shall share all relevant data with market participants through all relevant
platforms, including platforms that are neither owned nor operated by or operated on
behalf of the SO. Data exchange with other platforms shall enable service providers to
participate in several markets.

Further details may be set nationally. The newrules shall provide thatthe NRA is responsible

to ensure compliance with these requirements by operators of local markets for SO services.

In the case where the MS allows for third party operated local markets for SO services, the

new rules shall provide that:

e The MS may allow the third party market operator to regroup bids in order to suit the
needsofan SO. However, this shall followthe pricing mechanismdefined by the national
SOs and approved by the NRA. Moreover, the regrouping shall follow specifications
given by the SO and that are consistent with European and national conge stion
management TCMs. By no means, the market operator shall perform any arbitrage in
the bid selection, thus the specifications given by the SO shall be detailed enough for the
market operator to simply apply them.

¢ The MS may allow the third party market operator to forward bids to wholesale markets,
subject to the SPs consent and when the concerned product is compatible with the
concerned wholesale market. Nevertheless, the new rules shall provide appropriate
requirements for neutrality and transparency, in particular as concerns pricing
mechanism and choice of bids to be forwarded, if such forwarding activity is performed
by the market operator of a local market for SO services.

The newrules shall establish that SOs operating local markets for SO services may regroup
bids for SOs needs subject to the same conditions. However, SOs operating local markets
for SO services shall not forward bids submitted by SPs to wholesale markets.

The new rules shall provide that any third party market operator of local markets for SO
services must be independent from all market activities, i.e. supply and demand in electricity
markets, with the potential exception of the regrouping of bids mentioned above. As an
additional requirement, the SO shall ensure, before procuring congestion management
products from a third party market operator, that it is independent and fulfils all regulatory
requirements.
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4.3

(60)

(61)

(62)

(63)

SOs coordination

The newrules shall require the scope of ‘affected TSO’ in Article 3(94) of the SO Regulation
to be extended to DSOs affected by SOs services used by other SOs. Furthermore, the new
rules shall provide definitions for the following terms:

- Requesting SO: the SO requesting data or the activation of a resource connected to its
own grid or the grid of another SO, in order to solve an issue (congestion, voltage) on the
grid of the requesting SO, or which lies under the responsibility of the requesting SO (i.e.
balancing for a TSO).

- Connecting SO: the DSO responsible for the distribution network or the TSO re sponsible
for the monitoring area to which a service providing unit or group is connected.

- SO coordination area: the area affected by an existing or forecasted congestion or voltage
control issue, in particular with probable and/or recurrent incidence. The SO coordination
area shall include all connection points and assets from which the SO may need data in
order to forecast and solve the congestion or voltage control issue, and where delivered
SO services may contribute to solving the issue. One SO coordination area may cover
parts of the grids of several SOs, and overlap with other SO coordination areas linked to
different issues if the merging of areas is not relevant for solving the issue. The definition
of SO coordination area and affected SO shall be such thatthe affected SO(s) to be equal
to the SO(s) having parts of their grids within the SO coordination area. The definition of
a SO coordination areamay be aligned with the one of “observability area” as used in the
SO Regulation.

- SO coordination group: the termregroups the requesting SO and affected SO, linked to
one or several congestions or voltage control issues.

The newrules shall provide principles for the requesting SO to establish the SO coordination
area according to the definition. When a SO coordination area may include parts of the grid
of several SOs, the requesting SO shall include the potentially affected SOs in the
assessment. The new rules shall establish thatthe SO coordination areas shall be assessed
regularly by the SOs, and at least when preparing the network development plan every
second year as described in Article 32(3) of the Electricity Directive. This shall ensure a
dynamic use of SO coordination areas, not on a day-to-day basis but with the aim of
establishing coordination when this is necessary for the management of a probable and/or
recurrent congestion or voltage control issuesin an optimal way.

The new rules shall establish principles for establishing and selecting different levels of
coordination within a SO coordination group, according to the degree to which the different
SOs are affected and to the needfor coordination. Depending on the coordination level, the
SO coordination group shall cooperate at least on the following topics:

- Network development planning as described in Article 32(3) of the Electricity Directive;
- Grid operation and forecast for grid operation;

- Data exchange as described hereunder and in section 4.5;

- Procurement and activation of SO services.

The new rules shall provide principles for the coordination of these activities.

The newrules shall establish principles for forecasting congestion and voltage control issues
and selecting the most efficient solutions for solving them. The principles shall ensure equal
treatment to all SPs, technology neutrality and protection of confidential data from SPs and
SOs. The principles shall include the use of data received by the requesting SO from other
SOs and SPs, and that these data shall only be used for grid management. The new rules
shall provide additional requirements for neutrality, transparency and protection of
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(64)

(65)

(66)

(67)

(68)

confidential data from SPs to be applied to DSOs that are not unbundled according to Article
35 of the Electricity Directive. Further requirements may be provided nationally.

The newrules shall establish that each SO is responsible for solving congestion and voltage
problems on its own grid. This responsibility includes covering the costs, independently of
the grid to which the activated resources are connected.

The new rules shall also provide that

- SOs can procure and activate resources located on each other’s grids when these may
be useful for more efficient operation of and/or investment (investment deferral) in its
own grid or, as concerns the TSO, for balancing.

- The connecting SO may refuse an activation if the activation endangers operational
security. The new rules shall define principles for when an SO may withhold resources
and the process to apply in that case. This process should ensure that:

0 transparencyis given to the stakeholders;

o the connected SO informs the requesting SOs as soon as it is aware that the
resource should not be activated. If necessary and applicable, the local market
for SO services where the resource is offered shall also be informed so that the
resource is not proposed here;

o the SO that denies the activation explains the reasons for the unavailability of the
resource to others SOs and be reported regularly to its NRA.

The newrules should provide guidance on howthe concered SP shall be remunerated,
including potential measures for mitigatingthe risk of gaming. The NRA shallbe in charge
of controlling thatthe withholding of resources by the SOs are reasonable and in line with
the established criteria for withholding. The NRA instructs complaints of SOs regarding
unreasonable withholding of resources by an SO.

The newrules shall ensure that, if the congestion management products activated by an SO

creates an open position:

- the open position is closed within reasonable time;

- the most efficient solution for closing the position is chosen;

- the cost for closing the position is carried by the congested SO, independently of the
localisation of the resourcesthat are used.

In the case where bids from the balancing markets are used to close an open position due

to congestion management by an SO, the new rules shall clarify whether these bids should

be considered as “activated for internal congestion management” as described in Article

30(1)b of the EB Regulation.

The new rules shall provide that the SOs of a SO coordination group receive:

(1) from each other, data similar to those described in Articles 43(3) and 44 of the SO
Regulation, for assets within the SO coordination area, and

(i) from the grid users within the SO coordination area, data similar to those described
in Articles 48-50 and 53 of the SO Regulation, whose data is needed to forecast and
solve the congestion or voltage control issue.

The new rules shall provide principles for identifying the exact data to be provided, and for

identifying which grid users shall provide data, in a clear, transparent and non-discriminatory

manner. The TSO shall receive all the data exchanged between the grid users and the SOs.

The principles for establishing SO coordination areas, SO coordination groups and for
forecasting and solving congestion and voltage control issues, including rejecting activation
by flagging bids as unavailable, shall be further developed in a national TCM for SO
coordination in each MS, ensuring that congestion and voltage control issues are dealt with
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(69)

(70)

4.4

in a consistent manner throughouteach MSindependently of whether the issue affects other
SOs than the requesting SO or not, and ensuring that the coordination processes in new SO
coordination groups is not hampered by different approaches. The national TCM shall be
aligned with existing requirements for solving physical congestion, balancing and voltage
control issues, in particular the regional (CCR) ROSC methodologies and the EU-wide
methodology for coordinating operation security analysis. In particular, it shall ensure that
the TSO'’s balancing actions or other TSO remedial actions do not aggravate congestion or
voltage control issues on the distribution grid or regenerate problems thathave been solved
by actions taken by the DSO. Data exchange requirements shall ensure the TSO receives
necessary data in time from the DSO. The national TCM shall ensure optimal use of
resources.

The national SO coordination TCM shall be submitted to NRA approval through an all SOs
proposal, previously submitted to public consultation. The NRA may approve, amend or
reject the proposal. If and when necessary, the SOs may submit an updated proposal to the
NRA. The methodology shall be publicly available.

The newrules shall require SOs to conduct a biennial revision of the coordination processes
on MS level, including data exchange and optimal activation of resources, with the aim of
identifying improvements. The results of the revision, including animplementation timeline if
relevant, shalltake into accountresponses received froma public consultation conducted by
the SOs. The responses to the public consultation shall be made public. The revision shall
be approved by the NRA(s) of the Member State who may require amendments.

Data exchange in the preparation phase

Title 2 of the SO Regulation regulates data exchange with TSOs for TSO-related services. In
particular, Chapter 5 regulates data exchange between TSOs, owners of interconnectors or
other lines and power generating modules connected to the transmission system and Chapter
6 regulates data exchange between TSOs and demand facilities.

As set in Article 40(7) of the SO Regulation, the KORRR methodology addresses the key roles,
requirements and responsibilities of the TSOs, the DSOs, the CDSOs and the SGUs in re lation
to the data exchange up to real time that is necessary to ensure observability. The roles,
requirements and responsibilities developed in KORRR apply to all data exchange provisions in
Title 2 of the SO Regulation.

(71)

(72)

The new rules shall define a SO service provision tool to support SOs and SPs in the
preparation phase (i.e. from long to shorter before real time). This tool shall include at least
the following functionalities:

i) Tocentraliseall applications to participatein differentproducts and services (including
at least balancing, congestion management and voltage control) as well as all
prequalification processes, if applicable.

ii) To register all service providers that are qualified and can participate in different
products and services.

To define this tool, the newrules shall include the following requirements:

i) The definition of one tool per Member State.

i) The service providers shall not have access to the different products and services
without being registered in the tool.

iii) The service providing units or groups shall be onlyrequired to register one application
to participate in different products or services in a Member State, noting that
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additional information may be required in the future depending on the product/service
and the associated prequalification requirements, if applicable. Thus, where applicable,
data shall be made visible and interoperable among existing registers referring to
different balancing products, i.e. service providers shall not register information twice
that is already enrolled for the same service providing unit or group.

(73) The new rules shall guarantee the following:

i) Thetooliseasy-to-implement and user-friendly.

i) When a prequalification of the service providing unit or group is required, all the steps
of the process will be centralised in the tool. The corresponding service provider will
submit all required information electronically through the tool and will be able to track the
status of the process (e.g. application submitted, ongoing check of application
completeness, TSO/DSO request for additional information (if needed), application
complete, ongoing execution of tests, etc.).

iii) Data of each service providing unit or group has a level of granularity as necessary for
each type of product or service. The tool will also allow aggregating data as necessary.

(74) The new rules shall define the data governance of the tool to ensure the security and
granted data access only to authorized parties to protect the privacy and confidentiality of
the different service providers and their corresponding service providing units and groups.
This data governance shall take into account the following principles:

(75) Dataquality:

— The data provider will be responsible for the data quality and truthfulness.

— The SO to whose grid the unit is connected stays responsible for the correct
representation of the connection data.

(76) Responsibilities:

—  After data submission, the tool manager will be responsible for verifying data
completeness and format in line with the minimum standards of the tool.

— The SO(s) procuring each product/service will be responsible for validating the data
needed to provide the product/service (e.g. the minimum technical requirements, if
prequalification is needed).

— The data provider will be responsible for the impact of low quality data on the
operations or tasks carried out by the users of the tool. The newrules shall define the
roles, interactions and requirements of a conflict resolution mechanism in the event of
a negative impact caused by low quality data.

— Thetool operator will be responsible for up keeping the IT infrastructure.

— The entity(ies) who will operate or manage the tool will be decided at national level.

(77) Dataprivacy and confidentiality:

— Thenewrulesshallguaranteethatthe toolisrealised in away that respects unbundling
principlesin orderto avoid sharing sensitive data that could favour unwanted emerging
opportunities for gaming or marketabuse. The newrules shall also ensure thatthe tool
is realised in a way that the SOs who are not effectively unbundled only use the
accessible data in the tool for their initial purpose.
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The tool manager shall guarantee privacy and confidentiality when processing data for
validation after submission by the data provider and when giving access to third party
entities to the data.

The tool operator shall not have a conflict of interest as it will have access to private or
confidential data.

One service provider shall not be able to see the data from other service providers,
unless express consent by the data owner, i.e. the individual grid users of the service
providing units or groups of the latter service provider.

The data related to the service providing unit or group shall be visible only to the
TSOs/DSOs to which the resource is prequalified/capable to deliver the relevant
products or services (i.e. visible not only to the SO to which the resource is connected
to but to all SOs to which the resource can provide the service(s)).

(78) Interoperability:

4.5

The new rules shall set common principles on the fundamental features of the tool to
ensure interoperability.

Multiple up-to-date standards shall be allowed in order to interoperate with the tool.
Each standard shall be easy to implement, empower the entities populating the tool
and future-proof. It will also protect privacy and security, and strive for harmonisation
on a European level.

The newrules shall include a process where all TSOs and DSOs select and implement
at least one modern standard that enables interoperability with each tool in each
Member State. All SOs within each Member State shall agree upon the modern
standard to be implemented. In doing so, they shall consult stakeholders to determine
user requirements and analyse the compatibility of existing modern standards with
those requirements, including ease of use, future-proofness, modularity and cost of
installation and maintenance. The report containing the results of the analysis and the
recommended modern standard to be implemented in the Member State shall be
consulted and approved by all relevant NRAs.

Specific design choices of the tool and how it interacts with existing registers, platforms
and tools shall be developed in cooperation between TSO(s) and DSO(s) at national
level, involving national authorities.

Dataexchange in the operation phase

(79) The new rules shall define processes to ensure data exchange between TSOs and DSOs
during the operation phase (i.e. shorter before real time till real time) in order to guarantee a
coordinated access to available resources, an optimal selection and activation of
available resources and ajoint services management. In particular, the new rules shall
require the TSOs and DSOs to develop a common national process:

)

To determine size and location of physical congestions based on the input of SGUs
scheduled data exchange. The physical congestions shall be calculated as close as
possible to real time with a granularity as close as possible to the imbalance settlement
period in order to accurately reflect real-time system conditions.

To exchange the status of the available volumes of the service providing units and
groups that may be affected by the potential physical congestions in their grid and the
activations by the SOs.
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(80)

4.6

(81)

(82)

(83)

iii) To exchange the contracted capacities of the service providing units and groups to
provide each productor service.

iv) To exchange the selected energy volumes of the service providing units or groups for
the different products and services.

The newrules shall provide thatif the SOs set anytool to exchange the data above, the data
governance of the tool shall take into account same principles and requirement as defined
for the SO service provision tool in Section 4.4.

Dataexchangein the settlement phase

The new rules shall include provisions with respectto DSO-related services, covering the
dataexchange between any SP and the respective SO. More specifically, the newrules shall
include provisions for the data exchange between the SP and the SO(s) related to the
provision of the service and the validation, including the baseline related data, where this is
required, at least for each aggregation model.

The new rules shall specify what data needs to be communicated after real-time. The data
should include at least the activated energy volumes for each service providing units or
groups for the different products and services.

The rules shall include at least the following principles:

- Data aggregation where possible, in order to limit the data to be communicated and
ensure a minimum level of privacy for the final consumers taking part in the service
provision. The new rules shall require that data regarding the delivery of the service
must be communicated on service providing unitor grouplevel. For this purpose, areas
shall be defined in which different service providing units or groups compete for the
delivery of the service to a DSO or a TSO. The new rules shall set clear boundaries
when data on the level of individual demand response, storage, or power generation
module level is exchanged.

- Single point of contact: the new rules must clearly define the entity that receives the
data. Two possibilities exist: either the DSO receives the data with an obligation to
communicate the same data immediately and directly to the TSO in case the service
was delivered to the TSO, or the entity receiving the data is the one requesting the
service provision.

- Transparency and traceability: in case data is communicated, the new rules shall
specify how, when, and for what purpose the final customers’ data is used, who has
the permission and the process through which this information is available to the final
customer. All data transfers should be traceable. Consumers should have a complete
view of all parties that are involved in the data-sharing flow.

- Error detection and correction: the new rules shall include provisions in case the
communication fails. The entity receiving the data shall ensure real-time validation of
the received data and real-time communication to the service provider in case errors
(missing data, wrong format, erroneous data) are detected.
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51

(84)

(85)

(86)

(87)

(88)

5.2

(89)

(90)

Congestion management

Products

The new rules shall provide requirements to system operators for the definition of products
for purposes of congestion management and shall define a common European list of
attributes for products used for congestion management that shall be used by SOs when
describing the products to be procured.

The new rules shall provide that SOs define standardised products for congestion
management at national level. The new rules shall ensure that different products correspond
with the specific needs of system operators, which depend on network topology, the number
of service providers in the area, and the size and predictability of congestion, among other
things. The newrules shall ensure that when defining the products, the SOs take both current
and future system needs, as described in the NDP, into account, as well as current and
future service providers’ ability to provide the products. If the SOs procure products from the
wholesale market, these products shall be included in the list.

The new rules shall provide that the list of standardised products shall be submitted to the
NRA for approval through an all SO proposal. The NRA may approve, amend or reject the
proposal. If and when necessary, the SOs may provide an updated proposal to the NRA.

The new rules shall aim to ensure that the different products are defined in a consistent
manner. As such, the congestion management product available to the SO can be
prequalified, selected and activated when and where it is most valuable, i.e. in a way that
optimises total welfare, facilitates market access and lowers entry and administrative
barriers.

The new rules shall allow for different products, that may consist of active power injections
to or withdrawal from the grid, options for the SO requesting the active power injections to or
withdrawal from the grid (capacity and activation) or similar products, including both
redispatch products and dispatch limitation products. The new rules shall prescribe the
conditions under which capacity that is contracted long term by a SO, e.g. in the form of a
tender for the procurement of congestion management products as an alternative to grid
investment, may also be used for other purposes. Product definition shall facilitate the
effective use of congestion management for various SO needs. The newrules shall provide
that the definition of products shall ensure equal treatment to all SPs and technology
neutrality.

Procurement and pricing

The new rules shall provide that when facing congestion, the SO shall always choose the
most economically efficient option of the different tools on its hands, such as congestion
management, grid investments, non-firm connection agreements or bidding zone review,
optimising the resulting social welfare. The new rules shall specify principles for the use of
remunerated forms of SO services congestion management products on the one hand, e.g.
dispatch limitation and redispatch (market-based and non-market based) and non-firm
connection agreements on the other, ensuring that market are not unduly distorted.

The new rules shall include principles for procurement and pricing applicable to different
products, different time horizons and specific features ofthe local systems. The procurement
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(91)

(92)

(93)

(94)

(95)

(96)

5.3

(97)

and activation shall be market based, through a process that ensurestransparency and the
selection of the most cost-efficient resource. Market based processes may be different for
long/short term procurement and activation, depending on the products and the timeframe.

The newrules shall setthe principles for the regulatory assessment described in Article 32(1)
of the Electricity Directive, including at least the frequency and the method (including how
and when the assessment should be made locally or nationally, taking into account that
conclusions may differ for different parts of the grid within a MS), that could be a market test
or a cost benefit analysis.

The newrules shall describe the alternatives for the procurement of congestionmanagement
resources when the NRA assessment concludes that the procurement of such services is
not economically efficient, or that such procurement would lead to severe market distortion
or to higher congestion. The principles for non-market based procurement alternatives
should include requirements for transparency, non-discrimination and technology neutrality.
Without prejudice to the general provisions of Article 32 of the Electricity Directive on the
derogation to market-based procurement of congestion management services, the newrules
shallfurther clarify when Article 13 of the Electricity Regulation applies for redispatching. The
new rules shall provide that long term contracts for congestion management shall only be
purchased in a market based way.

The new rules shall define the minimum content and requirements in SOs’ terms and
conditions, such as structure, number and clearing of market sessions, gate closure times
(where relevant), products procured, SOs’ needs. The new rules shall list the
abovementioned requirements, and SOs shall design the local markets nationally in
compliance with the requirements of the newrules.

The new rules shall empower SOs to propose pricing mechanisms that ensure fair and
competitive procurement and activations and long-term market development. The newrules
should allow that prices for the activation of resources could be predetermined in capacity
contracted in advance. In such cases, the use of a secondary activation market, allowing for
other participants to be selected, should be considered. The pricing mechanisms shall
ensure equal treatmentto all SPs and technology neutrality.

The new rules shall provide that the pricing mechanisms shall be submitted to the NRA for
approval through an all SO proposal. The NRA may approve, amend or reject the proposal.
If and when necessary, the SOs may provide an updated proposal to the NRA. If the SOs
procure congestionmanagementproducts on the wholesale market, the pricing mechanisms
applied shall also be submitted to NRA approval.

The new rules shall provide additional requirements for neutrality and transparency for the
procurement of congestion management products by SOs thatare not unbundled according
to the Article 35 of the Electricity Directive. Further rules applicable to SOs that are not
unbundled may be provided nationally.

Transparency and information to potential providers

The new rules shall include the following neutrality requirements for the procuring SO:

- The procuring SO should be required to act in a non-discriminatory manner when
procuring and using congestion management products, in particular if the SO is vertically
integrated with a SP.
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No exchange of privileged information about congestions should be transferred between
SOs and affiliated/parentcompanies.
The relation between the procuring SO and SPs should be transparent.

(98) DSOs shall make sure that, at least, the following information is published in their network
development plans (NDP):

the planning methodology to identify network development projects making sure that the
provided description is comprehensible for stakeholders. It should explain how the
procurement of congestion management products was assessed by the DSO;
underlying network development scenario(s), which depict plausible prospectve
developments of the energy system, describing a best estimate of future network
development.

scenario based assessment how medium- and long-term congestion management
needs will develop;

whether a project is based on grid expansion or use of congestion management.
Whenever possible and relevant, regarding the size of the project, network development
project fundamental data like project status, expected commissioning date(s), costs,
expected impacts and benefits. For projects based on congestion management,
information about the predicted need of congestion management for different time-
scenarios (peak/off-peak, summer/winter, day of the week, time of the day) should be
provided and split in upward and downward demand. Information can be provided in
aggregated form for lower voltage levels;

The NRA can require DSOs to publish the information on a central publication and
communication platform at national level.

(99) SOs shall make sure that, at least, for the procurement and activation of congestion
management products, the following information is published:

the terms and conditions;

the information related to the requirements for becoming a SP in the respective product
including prequalification requirements;

the necessary data to ensure an economically-efficient functioning of congestion
management markets and to provide the same level of information to all interested market
parties; this includes information on the area of delivery (network points), forecasts about
the expected number of events, timing of events and the resulting need for congestion
management, selection criteria , reserve price (if applicable); whenever possible the
timing for publication shall be early enough in order to ensure that interested market
parties can take theminto account;

market results and activations including information on volumes, prices, bids — if
necessary in an aggregated and anonymous format - and bid selection criteria applied
while respecting commercial secrets and taking into account potentially market distorting
information; timing for publication shall be early enoughin order to ensure that interested
market parties can take theminto account.

New rules should provide guidance on the publication of reserve prices, taking into account
effects on liquidity, participation, market power, gaming and potential mitigating measures (e.g.
publishing a price range rather than a fixed reserve price). Information about procurement and
activation shall be provided in English, at least, and shall be made available in an efficient
manner. The data should be made publicly available in easy and accessible formats. The NRA
can require DSOs to publish the information on a common platform on national level.

5.4

Network development plans

(100) The new rules shall establish principles for the DSO’s NDP, including:
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— General principles on the methodology allowing for taking into account particular
characteristics at national and DSO level.

— Guidance on how to take into account DR and other relevant resources, including a
scenario based assessment on the development of medium- and long term needs for SO
services for congestion management or voltage control products.

— On national level, the DSOs shall establish a common methodology, which allows for
adaption to the particularities of each grid. This methodology shall be consistent with the
planning methodology of the national TSOs for the TYNDP where relevant. It shall give
guidance on how to consider congestion management as an alternative to grid
reinforcement.

— The NDP shall include underlying network development scenario(s), which depict
plausible prospective developments of the energy system, describing a best estimate
future network development and taking into account the TYNDP and the underlying
scenarios used by the national TSOs, as well as national scenario plans for any sector
interacting with the electricity sector. Scenario data and assumptions shall be sufficiently
consistent among all DSOs on national level.

— For projects based on congestion management or voltage control provision of SO
services, information aboutthe predicted need for such products SO services for different
time-scenarios (peak/off-peak, summer/winter, day of the week, time of the day) shall be
provided and split in upward and downward demand. Information can be provided in
aggregated form for lower voltage levels.

(101) The new rules shall require that the DSOs, after the public consultation required in Article
32(4) of the Electricity Directive, justify how comments and remarks coming from the public
consultation have affected NDPs, and if some responses have not led to changes, why this
choice have been made.

5.5 Harmonisation process

(102) This part describes a process for harmonisation of features for which further harmonisation
may be relevant in the future, depending on the future knowledge level and acquainted
experience. The existing of such processes should not in any way be a pretext for not
providing the right level of harmonisation in the new rules from the start, but rather be
considered as a safety net for future developments.

(103) The new rules shall establish a process for investigating further European harmonisation of

at least the following features of congestion management:

- Products - including, but not limited to, the common list of attributes

- Procurement methods, including, but not limited to, coordination of local markets

- Market platforms or other stakeholder interfaces for procurement

- Stakeholder information and transparency on procurement and activation processes and
results, future needs of congestion (plans, localisation of the needs for SO services or
grid reinforcement)

- Prequalification processes

- SO coordination and national SO coordination TCM

(104) The process shallinclude the joint publication of ENTSO-E and the EU DSO entity of a report
on how the abovementioned points are implemented throughout the member state s, and to
which extent market based procurementis applied. The report shall provide a comparison
of the applied methods and a reasoned view on where further European harmonisation may
enhance the overall welfare, and in particular contribute to the aims of the Electricity
Regulation, the general aims of Network codes as described in Article 58(2) of the Electricity
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Regulation and the aim of the current Framework Guideline as described in Section 1.1, and
where no further harmonisation is considered useful at that moment in time. The analysis
shall discuss different models for harmonisation and select the preferred one. The analysis
shall consider both the pros and cons of harmonising European practices, e.g. potentialy
enhanced competition for providing congestion management services to the SOs and
subsequently lower prices and/or higher available volumes, and the consequences on
overall costs and grid security of the considered harmonisation. The report shall include a
timeline for implementation of the suggested harmonisation. Where the report concludes that
further harmonisation is notrelevant, this shouldalso be explained. The process shallinclude
a public consultation on this report, aiming at receiving inputs in particular on the suggested
harmonisation points and the suggested timeline, and on the suggested points of non-
harmonisation. The report shall then be amended by ENTSO-E and the EU DSO entity
before submitting the proposal to ACER for approval, together with the contributions to the
public consultation. ACER may then, together with the NRAs, approve, require further
amendments or reject the report. After approval, the final harmonisation points shall become
mandatory through the appropriate process. The first report will be submitted to ACER for
approval, by two years after the entry into force of the newrules.
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6  Voltage control

(105) The new rules shall provide guidance on the market based procurement of voltage control
services. Other non-frequency ancillary services shall be dealt with on national level. Voltage
services may include both active and reactive power. In the following, only reactive power
services are concerned. As concerns active power, the new rules shall provide that the
procurement of active power for voltage control shall follow the same rules as for congestion
management.

6.1 Products

(106) The new rules shall provide requirements for the definitions of products for voltage control.
The products that are to be procured shall be defined by the SO (s) that needs the product,
taking into account the technical specificities of the grid and the problemto be solved, but
also the specificities of potential providers in order to use the available resources in the best
possible way. The new rules shall provide a process for establishing standardised products
on national level.

(107) The newrules shalldefine a common European list of attributes for products used for voltage
controlthat shallbe used by SOs when describing the products to be procured. This list shall
in no way limit the type of products that may be described by a SO, but strive towards
harmonised description when possible.

(108) The new rules shall provide that the products for voltage control shall be asymmetric when
possible.

6.2 Procurement

(109) The new rules shall set up common high level principles for the market based procurement
of voltage control products. These principles shallinclude, atleast, transparency, technology
neutrality and non-discrimination. They shall list information required from the SO to market
participants before and after procurement and activation, such as technical requirements for
participation in the market, selection criteria etc.

(110) The new rules shall provide that market based procurement is to be preferred, but may be
completed by rules based procurement for short term products when and where market
based procurement is economically not efficient. The rules based procurement may include
compensation or not. In this case, the new rules shall provide guidance to avoid market
distortion due to interaction between market based and non-market based procurement. The
new rules shall provide that, in particular, market based procurement of long term voltage
control services shall be considered when the mandatory capabilities as defined in RfG
Regulation and DCC Regulation are not sufficient for the provision of voltage control to
satisfy the needs of the SO. In this case, the activation of the procured resources shall follow
the same rule as the activation of mandatory capabilities, i.e. rules based activation with a
similar compensation scheme as for mandatory resources.

6.3 NRA assessment

(112) The newrules shall setthe principles for the regulatory assessment described in Article 32(1)
of the Electricity Directive, including at least the frequency and the method (including how
and when the assessment should be made locally or nationally, taking into account that
conclusions may differ for different parts of the grid within a MS), that could be a market test
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6.4

or a cost benefit analysis. Derogation to market-based procurement may be granted by
relevant NRA, whenever it is demonstrated that market-based approach is not economically
efficient or that such procurement would lead to severe market distortions or to higher
congestion.

Reporting

(112) The newrules shall require the ENTSO-E and the EU DSO entity to publish a biennial report

on the implementation of procurement of voltage control services, including:

e Information on where marketbased procurementhas been applied or where derogations
have been applied for or granted;

e Volumes and types of voltage control services procured; and

e Method of procurement used for different types of products.

Thereportshall provide a comparison of the applied methods and a reasoned view on points

where further European harmonisation is expected to enhance the overall welfare, and in

particular contribute to the aims of the Electricity Regulation, the general aims of Network

codes as described in Article 58(2) of the Electricity Regulation and the aim of the current

Framework Guideline as described in Section 1.1. The process shall include a public

consultation on this report, for a period of four weeks. The report shall then be amended by

ENTSO-E and the EU DSO entity before submitting the proposal to ACER for approval,

together with the contributions to the public consultation. ACER may then, together with the

NRAs, approve, require further amendments or reject the report. The first report will be

submitted to ACER for approval, by two years after the entry into force of the newrules.
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