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0 Preamble

The consultation phase is one of the most important step for TERRE project. It is
why, the TSOs thank all the stakeholders who have studied and answered the con-

sultation document and the proposed design.

This document includes all the stakeholder answers which the TSOs received.

Please consider that all these feedbacks were assessed and the conclusions are in-

cluded in a separate document which will be sent also to the stakeholders.

1 Introduction

1.1 Q1.1

Do you have specific comments regarding Chapter 1 content?

(Please indicate sub-chapter reference when possible)

Stake- For us is very important that the future procurement of balancing services is fair, ob-
holder 1 jective, transparent and market-based, avoids undue barriers to little producers.
Stake-

holder 2 No specific comments.

Stake-

holder 3

Stake- We set out some high-level requirements for a successful TERRE implementation in
holder 4 our answer to Question 0 and also below.

(1) We need continuing engagement by the TERRE Project with the local, non-TSO,
stakeholders.

(2) Because the local arrangements (such as our operation of GB imbalance settle-
ment) that will interface with TERRE need to be designed and perhaps, as in GB, have
local NRA approval, we need the confirmed TERRE business model of what will done
by the central TERRE arrangements, and by when. And in particular how TERRE ex-
pects to interface with these local arrangements.

(3) We need the TERRE business model, once confirmed, to be subject to a strict
change control process, including consultation with those responsible for the local ar-
rangements where they would be impacted. (Those responsible for the local ar-
rangements would also have the best idea of how they would be impacted so all
changes should be at least notified to them.)

(4) We need a testing plan that includes and encompasses the needs of those respon-
sible for the local arrangements that will interface with TERRE, for example for GB,
TERRE’s end to end testing should involve GB’s balancing settlement and imbalance
settlement systems and GB BSPs and BRPs who wish to participate.

We also note that section 1.3 states that the ‘governance issues have been dealt
with’. However, we have some questions on this.

e How can issues that arise within local arrangements, but reveal wider issues that
can only be resolved by the central TERRE arrangements, be raised with TERRE and
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decided upon efficiently and rapidly, so that necessary changes to the local arrange-
ments are not delayed?

® In particular, how can a party which is not a TERRE TSO (but is essential to TERRE’s
successful implementation in one of the TERRE Member States, such as us in GB) ob-
tain a resolution of design decisions?

Stake-

holder 5 Not Answered

Stake-

holder 6 N/A

Stake- We considers the time period available to stakeholders to respond to the consulta-

holder 7 tion (sub-chapter 1.4) rather short. Given the length of the consultation document,
the number of questions to answer and the fact that the project covers multiple
countries — from which a European group as us has to gather the necessary input on
local market design and potential impacts — 4 weeks is too short a period. Given the
time already spent on the project, we do not belief that an additional 2 — 4 weeks
would result in material delays of the project.

Stake-

holder 8 No comment (descriptive chapter).

Stake- Subchapter 1.1 — paragraph 4 and Subchapter 1.4 — paragraph 3

holder 9
Is TERRE project planning to publish and explain in a public workshop the final pack-
age (including the “high level design document”), after taking into account the results
of the consultation, prior the submission to the NRAs?
We would see this transparency milestone very useful. Moreover, the final package
could list the regulatory changes required at national level envisaged by the TSOs in-
volved in the project, as a draft of the final list provided by the NRAs in their Ap-
proval. This could provide all the parties proper visibility on next regulatory steps,
and allow identifying key issues.
Please, see answer to Q 13.1 for more comments.

Stake- The project covers only part of the EU market. In particular, countries where the

holder 10 | TSOs have announced that they will not use RR, such as Germany and the Nether-
lands, are not included. We request clarification on how cross-border aspects be-
tween two countries (like for example Germany and France) will be dealt with when
the TSO on one side of the border uses RR and the TSO on the other side does not.

Stake-

holder 11 | No comment

Stake-

holder 12

Stake- What would be the implications when a NRA does not approve the common NRA po-

holder 13 | sition paper?
What would be the the requirements for a future participation in TERRE (e.g. AD-
MIE)?

Stake-

holder 14 | no comments

Stake-

holder 15 | No comment

Stake-

holder 16 | Not Answered
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Stake-

holder 17 | We do not have specific comments on this chapter.

Stake-

holder 18 | Not Answered

Stake-

holder 19 | No.

Stake- The consultation document states that «The main objective of the TERRE project is to

holder 20 | establish and operate a platform capable of gathering all the offers for Replacement
Reserves from TSO's local balancing markets and to provide an optimized allocation
of RR to cover the TSOs imbalance needs.»
At the same time, in different statements in the consultation document state that
there will be local products used to balance the system. For this reason, it is im-
portant to understand if and when TERRE product will replace local products. On this
point, it is of utmost importance that the consultation document explains how TSOs
will efficiently decide between local products, TERRE product, and manual-FRR.
In addition, considering that currently national balancing markets present notable
differences (TSO engagement, balancing perimeters, balancing service provider, pos-
sibility of portfolio bidding, etc...), the introduction of TERRE products should be an-
ticipated and accompanied by a convergence process in terms of national balancing
rules in order to allow a level playing field and assure security of supply.

Stake-

holder 21 | Not Answered

Stake-

holder 22 | Not Answered

2 Overview of different manual reserves balancing
markets in TERRE

2.1 Q2.1

Do you have any specific comments regarding Chapter 2 content?

(Please indicate sub-chapter reference when possible)

Stake- We are agree that solar and wind production can participate to this market but it is

holder 1 important that a non discriminatory traetment is garanteed for every participant indi-
pendent of the fuel and powerplant type

Stake- No specific comments.

holder 2

Stake- Not Answered

holder 3

Stake- We do not understand the sentence on page 14 that ‘harmonisation of local settle-

holder 4 ment rules will be tackled under the framework of the RR CoBA implementation’.

We expect that TERRE will form the RR CoBA , so how do the TERRE TSOs see this
harmonisation being achieved?

We are, not the GB TSO, is responsible for administering the rules and operation of
balancing settlement in GB so we would expect to be involved in the discussions on
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harmonisation whenever these occur. Failure to involve us at the earliest oppor-
tunity could mean delays in implementing harmonisation later, which could cause
problems for the TERRE project as a whole.

Stake-
holder 5

Not Answered

Stake-
holder 6

It wasn’t fully clear. More explanation around the table would have helped.

Stake-
holder 7

The rather short note following the second table of chapter 2 (top of page 14 of the
consultation document) creates confusion. Given that the TERRE project will be a — or
even the sole — RR Coordinated Balancing Area (CoBA), postponing the harmoniza-
tion of local settlement rules for the RR CoBA framework makes little sense. As also
reiterated in our answer to questions in chapters 3, 5 and 12, an alignment of local
rules is imperative to make the TERRE project a platform where BSPs can compete on
an equal basis.

We realizes that such an alignment requires the involvement of National Regulatory
Authorities (NRAs) and as such strongly encourages NRAs to tackle this subject well
before the final implementation of the TERRE project to ensure competition of BSPs
in different countries on a fair basis and without distortions to the integrated RR mar-
ket. However, TSOs also have a role in this by a timely, pro-active proposal of such a
set of harmonized local rules. We strongly encourages TSOs to start this work, in con-
sultation with NRAs to ensure the necessary alignment is achieved by the time the
TERRE project goes live.

Stake-
holder 8

The note below Table 2-2 on the intraday cross-border gate closure times (GCTs) at
the various borders concerned in the project mentions that the harmonization of the
local settlement rules will be tackled under the framework of the RR COBA imple-
mentation. The TERRE project being the sole BPP focusing on the implementation of
RR in Europe, it seems inappropriate that the question of harmonisation of settle-
ment rules is set aside, to be dealt with in the future. TSOs should at the very least
provide as of now an assessment as to the viability of the project without harmo-
nised settlement rules, as well as an assessment of the efficiency losses linked to
non-harmonised settlement rules.

Stake-
holder 9

Table 2-1 —More detailed and comprehensive information (use of these reserves,
handling of bid formats, further technical/regulatory evolutions at national level

linked to TERRE or with different nature) would allow better identifying pros and
cons of different design options.

Table 2-2 — It seems that some data refer to XB intraday allocation and other refers
to both national-XB (example: REE and FR-SP border).

Stake-
holder 10

The note below Table 2-2 on the intraday cross-border gate closure times (GCTs) at
the various borders concerned in the project mentions that the harmonization of the
local settlement rules will be tackled under the framework of the RR COBA imple-
mentation. The TERRE project being the sole BPP focusing on the implementation of
RR in Europe, it seems inappropriate that the question of harmonisation of settle-
ment rules is set aside, to be dealt with in the future. Efficiency — in terms of costs
and operational execution — is the primary objective of the reform of any balancing
arrangements. While we are convinced that pooling RR resources at a regional level
should improve efficiency, we also consider that harmonisation is not a goal in itself
and that a careful consideration of related costs, risks and benefits is required. TSOs
should therefore at the very least provide as of now an assessment as to the viability
of the project without harmonised settlement rules, as well as an assessment of the
impact of harmonised and non-harmonised settlement rules on the efficiency of the
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common RR procurement.

Overall, we see Chapter 2 as very ‘light’ and merely a short description of the status
quo. ldeally, it should go further, for example qualitatively exploring the differences
between different markets, and explain which criteria are used for the activation of
RR (and mFRR) and how overlap with market parties’ activities on the intraday mar-
ket is avoided. Also, in the context of a possible harmonisation of GCTs and shorten-
ing of ISPs, it would be useful to get the understanding of the involved TSOs about
the role they expect RR (and mFRR) to play considering the need to avoid overlaps
and balkanisation of the intraday market.

Chapter 2 should also explain how procurement and especially activation of RR and
mFRR affects imbalance prices in the various countries.

Finally, Chapter 2 does not clearly outline the impact on existing processes at all the
TERRE borders, for example how the FBM at the French-Swiss border will be im-
pacted.

Stake- We are pleased to see that there should not be an interaction between TERRE activa-

holder 11 |tion and ID trading. However, the consideration of the TERRE outer borders is incom-
plete. E.g. for Switzerland the borders CH-DE and CH-AT are considered, whereas for
FR-DE, FR-BE this is not the case. A complete consideration of the TERRE borders
would be appreciated. We stress for zero interference between TERRE and XB ID
trading.

Stake-

holder 12

Stake- No further comments

holder 13

Stake- For us some key questions are not clear. For example do BSPs need a kind of a qualifi-

holder 14 | cation to participate offers over the TSO - TSO model in other countries. How coun-
tries with bidding obligations for qualified assets handle assets from other countries
in case of a shortage of offers?

Stake- Table 2-2: We are pleased to see that interactions between TERRE activation and in-

holder 15 |traday trading are excluded. However, the consideration of the TERRE outer borders
is incomplete. E.g. for Switzerland the borders CH-DE and CH-AT are considered,
whereas for FR-DE, FR-BE this not the case. A complete consideration of the TERRE
borders would be appreciated. We stress for zero interference between TERRE and
cross-border intraday trading.

Stake-

holder 16 | Not Answered

Stake- This chapter gives an excellent view on the challenge represented by the integration

holder 17 | of balancing markets, showing the diversity of national market designs. Therefore,
particular attention has to be paid to the harmonisation of national market features
during the first implementation phase of the project. In particular, TSOs should care-
fully assess which parameters are to be harmonised and at which pace, taking into
account the final Target Model.
As regards Table 2.2 on Intraday and Cross-border gate closure, we suggest to add a
line “FR national” showing the gate closure times applicable in the French national
market as it is presented in the case of Swiss and British markets.

Stake-

holder 18 | Not Answered
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Stake-

Overall, we see Chapter 2 as very ‘light’ and merely a brief, factual description of the

holder 19 | status quo. Ideally, it should go further, for example qualitatively exploring the dif-
ferent approaches and products in various markets. We would also welcome an ex-
planation of how procurement and activation of RR (and mFRR) affects imbalance
prices in the various countries..

Stake- The tables correctly represent Replacement Reserve, manually activated Frequency

holder 20 | Restoration Reserve products and gate closures in Spain and in Italy.
At the same time, we would like to point out that in Spain Replacement Reserves re-
fers to the Reserve that is activated before the current hour, this would be both: ter-
tiary reserve scheduled before P48, and deviation management.
Finally, it must be noted Italian ISPs are differentiated for source; in particular, de-
mand and generation not enabled to supply dispatching services —i.e. belonging to
market participants that are not BSPs - has an ISP of 1 hour.

Stake-

holder 21 | Not Answered

Stake-

holder 22 | Not Answered

3 Product & Imbalance Need

3.1 Q3.1

Which format of balancing energy offers are most attractive to

stakeholders?

Stake-

holder 1 Hourly product and 15 minutes product

Stake- Though we wouldn’t oppose to the use of any of the depicted formats, or even more,

holder 2 due to the complexity of the algorithm, the limited time to match this market and the
necessity of following the results, we are concerned about the functioning of clearing
process and the only formats we see necessary are divisible offers and block offers.

Stake-

holder 3 N/A

Stake-

holder 4

Stake-

holder 5

Stake- This depends on the particular format that BSPs are used to in their own markets.

holder 6 TERRE offers will have to interact and complement the local market arrangements.

BSPs are likely need to use a product which allows them to offer something as similar
as possible to that offered in the local market to ensure that offers are kept con-
sistent with each other.

From an operational perspective a reasonable number of block offer options is re-
quired and the possibility to handle ramps should be given. However, the complexity
of the mechanism would raise with the increasing number of offered block options.
This reduces the plausibility and the transparency of market results and thus may
create obstacles for new market entrants.
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Stake-
holder 7

We considers that all offer formats except the multi-part offer have merits in order to
make attractive offers into the TERRE platform. If the use of the formats does not im-
pose any timing constraints for the clearing algorithm, we would propose to imple-
ment all offer formats, except the multi-part offers.

Stake-
holder 8

We consider that the need for all these type of offers has to do with different rules of
Reserve Markets in each country, namely portfolio bidding and unit bidding

We feel some level of harmonisation should take place in the meantime, prior to the
entry into operation of Project Terre

From the several type off offers:

Divisible Offers, Block Offers, Exclusive Offers, Multi-part Offers (divisible or block)
and Linking Offers (divisible or block)]

We think they are all needed except if harmonised bidding rules were to be imple-
mented

In our particular case, with bidding rules by physical unit, Divisible Offers and Multi-
part offers are essential.

Stake-
holder 9

Please see answer to Q 3.6

Stake-
holder 10

The format of the balancing offers is a critical element of the TERRE project. As de-
tailed in our answer to question 3.8, there is a trade-off between simplicity and flexi-
bility. Our preference is to focus on implementing the formats that are common to all
markets (e.g. block offers) that enable existing approaches towards balancing to be
preserved as much as possible.

While we see some merits to more complex formats, e.g. linked or multipart offers,
as shown in Table 2.1, these are not common to all markets and, in the case of exclu-
sive offers, are not currently used at all. Such formats could add a significant degree
of complexity to the project TERRE algorithm and for market participants, and there-
fore could be envisaged at a later stage of implementation of project TERRE. For the
time being, TSOs should focus on ensuring that bid formats do not prevent any tech-
nology from taking part in the balancing market, providing a non-discriminatory,
level-playing field for all market participants.

Stake-
holder 11

* We welcome the large possibility of offers, which allows us to manage our con-
straints

* Divisible offers have always to guarantee a minimum quantity to reproduce the
technical constrains of our assets.

* Despite the wide variety of products a fast and transparent price based allocation
has to be guaranteed.

Stake-
holder 12

Stake-
holder 13

At the moment the Swiss RR market accepts only block offers, as they better suit the
needs of the local BSPs. Therefore it is only reasonable for the easiest integration of
the Swiss BSPs in TERRE project that block offers remain in the list of the accepted
balancing energy offers.

Any additional format of balancing energy offers that would meet the needs of other
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international BSPs, and would therefore increase the balancing market liquidity, is
more than welcome.

Stake-

holder 14 | Divisible and Block orders

Stake- * We welcome the large possibility of offers, which allows us to manage our con-

holder 15 | strains and represent fixed and start-up costs. The definition of the exclusive and
multi-part offers must consider the time dimension more precisely.
* Divisible offers have always to guarantee a minimum quantity to reproduce the
technical constrains of our assets.
* Swiss RR market accepts only block offers, as they best suit the needs of the local
BSPs. Therefore it is only reasonable for the easiest integration of the Swiss BSPs in
TERRE project that block offers remain in the list of the accepted balancing energy of-
fers.

Stake-

holder 16

Stake- All the bid formats described in the consultation document should be considered

holder 17 | necessary for modelling BSP’s constraints (see Q3.6).

Stake-

holder 18

Stake- In our view the format of the balancing offers is a critical element of the TERRE initia-

holder 19 | tive. Our preference is for implementation the simplest solution that enable existing
approaches towards balancing to be preserved as much as possible. This should be in
the form of discrete block offers for delivery over a defined period, with market par-
ticipant enable to select their preferred quantity and duration.
While we see some merits in linked or multipart offers (as shown in Table 2.1), these
are not common to all markets and, in the case of exclusive offers, are not currently
used at all. These more complex projects will add a significant degree of complexity
to the project TERRE algorithm and for market participants. Therefore, such complex
offers could be envisaged for stage 2 implementation of project TERRE.

Stake- When considering what the most attractive offers are for market participant, it is im-

holder 20 | portant to consider that all TSOs should allow portfolio bidding in every region. In

fact, nowadays, in some Countries, market participants are obliged to bid for each
power plant. Only allowing portfolio bidding, it is possible to assure a level-playing
field across the borders.

When defining the product type, it is important that bids are able to replicate cost
structures. In this moment, European balancing markets are operated under different
rules; in some countries, operators must offer their capacity for each power plant, in
other markets operators can place portfolio bids. Compared to unit bids, portfolio
bidding allows greater freedom, hence BSP can autonomously change the production
mix used to deliver replacement reserve.

In principle, we not against allowing all energy offers. If portfolio bidding is not allow
in every bidding zone and only divisible offers are available, market participant that
can bid their portfolio are favoured. For this reason, market operators should be able
to place different block bids in order to reflect their cost structure and they allow a
level playing field in the case of no rules harmonization on portfolio bidding. For the
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same reason, we are in favour of exclusive bids, especially if block bids are intro-
duced. In fact, exclusive bids give the possibility to better describe change in produc-
tion costs for unit bidding. In addition, considering that cost structure of power
plants is influenced by production volume, we consider important to not introducing
too many limitations on the number of allowed block bids. Following the same argu-
ments, we consider multi-part offers and exclusive offers as great instruments also
for unit bidding (not only portfolio bidding) because they allow a better depiction of
costs. Finally, we favour the possibility of introducing linking offers in time because
they allow system stability and they reduce the likelihood of unfeasible results (and
thus imbalance risk).

At the same time, with divisible offers and block offers is feasible to replicate all
other types of offers, ie that using divisible offers and block offers we can get the
same results as with the rest of offers for short periods of time (in this case it is for a
maximum of 1-hour). This solution could simplify the algorithm and the process.

Stake-
holder 21

Stake-
holder 22

3.2 Q3.2

Do stakeholders agree with the definition and features of the TERRE

cross border product?

Stake- Partially:

holder 1
-activation, ramping period, full activiation time and minimum delivary period in
these form in our opinion not usable

Stake- Yes, in a general way, and provided the product is compatible with local RR markets.

holder 2 In this way, if the local RR market resolution is 60 min, then offers for 60 min should
be accepted to trade in TERRE in the same conditions as 15 min offers. Additionally,
concepts as ramping and full activation time should not be used in the offers them-
selves, they would be just take into account when bidding by BSPs.

Stake-

holder 3 N/A

Stake-

holder 4

Stake- Taking under consideration the different definition of the balancing products of the

holder 5 TSO, we consider that the resolution of the product should be 1 hour, in contrast
with the 15 mins proposed. We consider that an hourly resolution is sufficient for
the cross-border exchange of RR. The are other mechanisms to balance the system
steadily provided by the Frequency Restoration Reserves (FRR).
We also maintain a simplification of the format of balancing energy offers from the
one defined in the proposal. An excessively complex format could result in less trans-
parency of the market.
It has to be defined whether accepted offers are firm, or may be withdrawn in case of
a system imbalance.

Stake- Some divergences in the proposed design may exist:

holder 6
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ltems (1) “Preparation Period" and (2) “Ramping Period” are irrelevant and incon-
sistent with the framework proposed. Only item (3) “Full Activation Time” should be
relevant and should be included in the features of the product before the activation
features. The same product definition should be used for all BSPs offering the TERRE
product as the one exchanged by TSOs between themselves (where only the “Full Ac-
tivation Time” will be considered).

Iltem (8) “Validity Period” seems unnecessarily restrictive: Given the proposed hourly
frequency of the clearing, the whole bidding process may be operationally intensive
for market participants. Extending the validity period beyond 60 minutes may help
mitigate this problem and incentivise participation of BSPs in the process. From our
perspective longer delivery periods of e.g. 4-6 hours should be allowed.

ltem (10) “Maximum Offer Size” should not be restricted. We cannot see a benefit
from this restriction.

Item (12) “Price” foresees the possibility of local caps/floors. Similarly to the previous
point, we see a danger in non-harmonised price rules practically excluding bids from
use in certain markets. TSOs and NRAs should work on removing price caps/floors to
ensure that reserves exchanges are most optimal and economically efficient at a re-
gional level.

It is furthermore of concern that the TERRE product focusses on delivery of a block of
energy and does not recognise ramping. This is partly not consistent with national ar-
rangements, e.g. in GB. It may be possible for this to be synthesised to some extent
through linked offers but this would only be possible for plant with fast ramp up
times and for short duration offers as all would have to take place within the maxi-
mum block of one hour. And certainly no new caps and floors should be introduced.
Therefore the whole concept of “elastic needs” is strongly questioned.

Stake-
holder 7

Wz has the following comments regarding the product definition:

* We strongly favors the application of harmonized pricing rules and avoid using di-
verging local rules, including local floors and caps. As already stated in response to
guestion 2.1, we encourages NRAs to align the rules before the implementation of
the TERRE project and the TSOs to make the necessary proposals for harmonizing the
pricing rules.

¢ Only the Full Activation Time should be relevant. The mentioning of the preparation
and ramping period in table 3-1 should only be illustrative and indeed have a free
range between 0 and 30 minutes. However, in line with previous point, we would
strongly argue that this product definition is also applicable for the local TSO-BSP
rules without a fixed ramping period or standard ramping rate. As TSOs will exchange
energy blocks on the TERRE platform between themselves, the same product defini-
tion should be used between BSP and TSO.

¢ The validity period should not be limited to 60 minutes. Market parties should be
able to make offers that remain valid for several auctions, on the condition that the
offer can be adjusted up to the GCT of the period that it covers. It allows for a more
efficient bidding of ‘recurring’ offers while maintaining the ability to offer them on
the (cross-border) Intraday and cancel or adjust them subsequently on the TERRE
platform.

Page 14 of 96




* The impact of the application of the local rules regarding the maximum offer size of
indivisible offers is unclear. Will a local application of a low maximum offer size con-
strain the activation of bids exceeding this value by the TSO setting this low value?
This would in effect create a sort of unshared bids and could be a tool used to shield
a market from cross-border bids. This value or values should be transparent to all
market parties active on the TERRE platform, as it may impact the selection of their
bids.

Stake-
holder 8

The general framework for the definition and feature of the TERRE product broadly
follows that of other standard products as defined by BPP #7 on standard products. A
few divergences appear nonetheless:

¢ Items (1) Preparation Period and (2) Ramping Period are irrelevant and inconsistent
with the framework proposed in BPP #7. Only item (3) Full Activation Time should be
relevant and should be included in the features of the product before the activation
features, in line with BPP #7. The same product definition should be used for all BSPs
offering the TERRE product as the one exchanged by TSOs between themselves
(where only the Full Activation Time will be considered).

* ltem (10) Maximum Offer Size should be better defined, as the impact of the appli-
cation of the local rules for indivisible offers is unclear. We see the potential for local
applications of a low maximum offer size constraining the activation of bids exceed-
ing this value by certain TSOs. This would in effect create unshared bids and could be
a tool used to shield isolate a market from cross-border exchanges.

e Item (12) Price foresees the possibility of local caps/floors. Similarly to the previous
point, we see a danger in non-harmonised price rules practically excluding bids from
use in certain markets. TSOs and NRAs should work on removing price caps/floors to
ensure that reserves exchanges are most optimal and economically efficient at a re-
gional level.

Stake-
holder 9

Yes

Stake-
holder 10

The general framework for the definition and feature of the TERRE product broadly
follows that of other standard products as defined by BPP #7 on standard products. A
few divergences appear nonetheless:

¢ ltems (1) Preparation Period and (2) Ramping Period are irrelevant and inconsistent
with the framework proposed in BPP #7. Only item (3) Full Activation Time should be
relevant and should be included in the features of the product before the activation
features, in line with BPP #7. The same product definition should be used for all BSPs
offering the TERRE product as the one exchanged by TSOs between themselves
(where only the Full Activation Time will be considered).

¢ ltem (8) Validity Period seems unnecessarily restrictive: given the proposed hourly
frequency of the clearing, the whole bidding process may be operationally intensive
for market participants. Extending the validity period beyond 60 minutes may help
mitigate this problem and incentivise participation of BSPs in the process, especially
for smaller market participants.

* ltem (10) Maximum Offer Size should be better defined, as the impact of the appli-
cation of the local rules for indivisible offers is unclear. We see the potential for local
applications of a low maximum offer size constraining the activation of bids exceed-

ing this value by certain TSOs. This would in effect create unshared bids and could be
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a tool used to shield isolate a market from cross-border exchanges.

e Item (12) Price foresees the possibility of local caps/floors. Similarly to the previous
point, we see a danger in non-harmonised price rules practically excluding bids from
use in certain markets. TSOs and NRAs should work on removing price caps/floors to
ensure that reserves exchanges are most optimal and economically efficient at a re-
gional level. And certainly no new caps and floors should be introduced. Therefore
the whole concept of “elastic needs” is strongly questioned (see also our answer to
guestion 3.8).

Stake-
holder 11

¢ In our opinion the definition of the activation time is ambiguous. The way it is de-
scribed in the document suggests a possible activation all 15 min. In table 3-1 the full
activation time is described as 30 min. This means that all activation have a lead time
of 30 min, thus an activation for hh:45 would be sent at hh:15. For operational simpli-
fication all activation within the next hour must be sent in one single activation. Table
3-1 has to adapted (3) Full activation time : minimum 30min.

* The maximum offer size must be compatible with the technical constrains within
our portfolio.

* The resolution of 0.1 MW for divisible volume is exaggerated. 1 MW granularity is
largely sufficient.

¢ Why has Max delivery period to be 60 min? We would appreciate the possibility to
offer block orders connecting more than 4 quarter hours as a to be started machine
might have to run longer than 1 hour.

¢ Depending on the IT solution offering products every 60 minutes could be much to
complicated. Why can the validity period not be longer than 60 min?

¢ We also support TERRE not interfering/competing with the established intraday
markets and working as an additional market closer to delivery.

Stake-
holder 12

Stake-
holder 13

The definition and features of the TERRE cross border product are such that facilitate
the participation of BSPs with a wide range of portfolios in terms of fuel and flexibil-

ity.

We also support TERRE not interfering/competing with the established intraday mar-
kets and working as an additional market closer to delivery.

In our opinion the definition of the activation time is ambiguous. The way it is de-
scribed in the document suggests a possible activation all 15 min. In table 3-1 the full
activation time is described as 30 min. This means that all activation have a lead time
of 30 min, thus an activation for hh:45 would be sent at hh:15. For operational simpli-
fication all activations within the next hour must be communicated at the same time.
Table 3-1 has to be adapted “(3) Full activation time: minimum 30min”.

The time resolution of 15 minutes will enable BSPs with more flexible assets to make
the most of their flexibility once the barrier of the 1 hour scheduling step constraint
is removed.

Stake-
holder 14

3.1.1 Divisible Offers resolution of divisible Volume should be min. 1MW
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Stake-
holder 15

¢ In our opinion the definition of the activation time is ambiguous. The way it is de-
scribed in the document suggests a possible activation all 15 min. In table 3-1 the full
activation time is described as 30 min. This means that all activations have a lead
time of 30 min, thus an activation for hh:45 would be sent at hh:15. For operational
simplification all activations within the next hour must be sent in one single activa-
tion. Table 3-1 has to be adapted (3) Full activation time : minimum 30min.

¢ Why has (6) Max delivery period to be 60 min? We would appreciate the possibility
to offer block orders connecting more than 4 quarter hours as a started machine
might have to run longer than 1 hour.

¢ (8) Validity Period seems unnecessarily restrictive: given the proposed hourly fre-
guency of the clearing, the whole bidding process may be operationally intensive for
market participants. Extending the validity period beyond 60 minutes may help miti-
gate this problem and incentivize participation of BSPs in the process.

* (10) Maximum offer size must be defined in more details, in order to avoid discrimi-
nation while applying different local rules.

* The resolution of 0.1 MW for (11) Divisible Volume is exaggerated. 1 MW granular-
ity is largely sufficient.

¢ Identical to point (10) non-harmonized (12) Price rules such as caps and floors can
discriminate certain BSPs depending on the local rules applied.

Stake-
holder 16

Stake-
holder 17

We have no major objections to the definition and the main features of the TERRE
cross-border product. However, we wish to highlight that local TSO-BSP arrange-
ments will be crucial to determine the BSPs’ capability to offer the TERRE product
(see Q 3.3).

Stake-
holder 18

We would be interested to know if there is scope to extending the maximum delivery
period beyond 60 minutes in future.

Stake-
holder 19

We broadly agree with the proposed definition of the TERRE product. However, as
noted in our response to Q 3.1, our preference is to develop a simple product for
early implementation with more complex products following later on. Moreover, the
product should ensure standardisation. Therefore, we make the following remarks:

Iltem 10 Maximum Offer Size should be better defined, as the impact of the applica-
tion local rules (for indivisible offers) could lead to fragmentation. A low maximum
offer size set at the local level would constrain bids exceeding this value, effectively
creating unshared bids and could be used as a tool to isolate a market from cross-
border exchanges.

Item 12 Price foresees possibility of local caps / floors. We see a danger of non-har-
monised rules excluding bids from use in certain markets. Therefore TSOs and NRAs
should work on removing caps / floors, and no new ones should be introduced.

Stake-
holder 20

We agree with the current definition: P-Sch-30-15. In addition, on the issue of un-
shared bids, it is important to ensure a high level of information to participants,
therefore unshared bids should be shown in the common merit order but should be
flagged as unavailable to other TSOs.

Stake-
holder 21
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Stake-
holder 22

3.3 Q3.3

What are the stakeholder’s views on BRP-TSO & BSP-TSO rules &

requirements?

Stake-

holder 1 On this stage not enough detailed to be commented

Stake- As a general principle, TSO’s should not change BSP offers, i.e., grouping or splitting

holder 2 the offers each participant in the market has sent to local markets, looking as the
cross border and local RR market as a unique market, when possible.

Stake-

holder 3 N/A

Stake- Section 3.1.2 of the consultation document states that a number of elements will be

holder 4 defined at a later stage of the project including, but not limited to:

e Calculation of imbalance and imbalance price
¢ Settlement

* Non-compliance

» Settlement or not of ramping

Firstly, we do not understand how the calculation of imbalance and imbalance price
for BRPs will be undertaken under the TERRE Project governance. The overall formu-
lation for imbalance and imbalance price is set out under the Guideline on Electricity
Balancing (GL EB) and we believe that the local arrangements, e.g. under the local GB
arrangements, would adjust imbalance calculations and prices as needed to conform
to the eventual GL EB requirements. So we see no need for TERRE involvement in
setting imbalances and imbalance prices for BRPs.

In fact, we argue strongly against having any TERRE involvement in setting imbal-
ances and imbalance prices for BRPs given that it could cause multiple successive sys-
tem changes in our local arrangements (to conform with TERRE and then, later, to
conform with GL EB, if different).

It is also noted that a harmonisation of imbalances and imbalance prices is required
by Article 24 of the draft GL EB (July 2015 version) across all TSOs, so this is geograph-
ically wider than the TERRE CoBA and will require engagement with non-TERRE TSOs.
Also Article 64 of the GL EB requires that imbalance price calculations consider Fre-
guency Restoration Reserve (FRR) as well as RR costs. So for the first reason a TERRE
RR CoBA setting of imbalance would not be appropriate; and for both these reasons a
TERRE RR CoBA setting of imbalance price would not be appropriate.

There is one exception to this, in that we believe that TERRE should specify whether
the ramps associated with TERRE Products should be considered as imbalance or not.
See also our answer to consultation Question 3.5.

Secondly, whatever items are within the scope of TERRE, we do not agree that the
significant details of settlement, non-compliance and ramps can be defined later in
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the project, given that we also need to build systems to interface with TERRE either
directly or via our TSO, National Grid. These details are needed as soon as possible,
given the challenging deadline (including, for us, our local NRA’s approval of changes
to our systems and processes to interface with TERRE).

If later changes are made during the implementation of TERRE to any aspect, this
could also cause us substantial timing issues with both the need to adjust a live sys-
tems build and the need to seek additional local NRA approval before we can amend
the arrangements again.

Stake- We consider it is important to establish common criteria for these rules and require-

holder 5 ments, that apply to all TSO and provide a transparent framework. No addition
prequalification should be required to BSP that are already providing balancing ser-
vices in their country.

Stake- These are crucial aspects of the project which impact on the local balancing arrange-

holder 6 ments. In GB this issue is being covered through the Issue 60 group and a number of
interdependencies have been identified. The project’s impact on the continuing de-
sign of these local arrangements should not be underestimated and as we mention in
answers to other questions, should be factored into things such as the cost benefit
analysis and other implementation timescales.

Stake- In line with our comments on the application of pricing rules in response to questions

holder 7 2.1 and 3.2, we consider that it is imperative to ensure a fair competition between
BSPs on the TERRE platform to avoid any market distortions. We therefore support
the TSOs intention to harmonize to the fullest extent possible the BSP-TSO rules and
requirements, as well as the BRP-TSO elements. Both NRAs and stakeholders should
be kept informed if and when obstacles to such harmonization are encountered.

Stake- In line with our comments in response to question 3.2, we support the TSOs’ objec-

holder 8 tive to harmonise BSP-TSO and BRP-TSO rules and requirements to the fullest extent
possible before the entry into force of TERRE. NRAs should actively support this har-
monisation process, and market participants should be consulted on the orientations
considered by the project.

Stake- Does the text “the following items will be defined in a later stage of the project”

holder 9 mean that a further consultation to the stakeholders is envisaged in the frame of the
TERRE pilot project?
Regarding some terms and conditions listed in this subchapter, please see further an-
swers.

Stake- In line with our comments in response to questions 2.1 and 3.2, we support the TSOs’

holder 10 | objective to harmonise BSP-TSO and BRP-TSO rules and requirements to the fullest
extent possible before the entry into force of TERRE, based on an appropriate cost-
benefit analysis. NRAs should actively support this harmonisation process, and mar-
ket participants should be consulted on the orientations considered by the project.

Stake- ¢ The BSP-TSO and BRP-TSO rules and requirements issue is something that should

holder 11 | have been discussed within the current phase of TERRE project in greater detail, as it

affects the fair, transparent and non-discriminatory participation of the BSPs in
TERRE.

* We have serious concerns regarding how to overcome differences between the
TERRE participants. We ask for equitable market condition for all BSPs, especially
concerning calculation of the imbalance price, prequalification, compliance and
ramping issues.
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* Regarding the BSP-TSO rules, it is our belief that they should reflect the TSO-TSO
rules on a one to one basis. The TERRE related products that would be accepted by
the local TSO for submission to TERRE (BSP-TSO), should meet the same conditions as
the products described in TERRE (TSO-TSO) (e.g. local markets should accept portfolio
offers for TERRE, even if this is not allowed in the local market). The same should ap-
ply for the settlement of service (e.g. both pay as cleared), the treatment of non-
compliance, the settlement of ramping and the prequalification of new service pro-
viders.

Stake-
holder 12

Stake-
holder 13

The BSP-TSO and BRP-TSO rules and requirements issue is something that should
have been discussed within the current phase of TERRE project in greater detail, as it
affects the fair, transparent and non-discriminatory participation of the BSPs in
TERRE.

Regarding the BSP-TSO rules, it is our belief that they should reflect the TSO-TSO
rules on an one to one basis. The TERRE related products that would be accepted by
the local TSO for submission to TERRE (BSP-TSO), should meet the same conditions as
the products described in TERRE (TSO-TSO) (e.g. local markets should accept portfolio
offers for TERRE, even if this is not allowed in the local market). The same should ap-
ply for the settlement of service (e.g. both pay as cleared), the treatment of non-
compliance, the settlement of ramping and the prequalification of new service pro-
viders.

Regarding the BRP-TSO rules, it is also important that a harmonization in the method-
ology of the imbalance and imbalance price calculation is achieved.

Stake-
holder 14

is the lead time of 30mins flexbile ? right now we can modify the lead time and acti-
vation period for rte balancing market. What is the shortest validity and activation
period ? if the shortest validity period is 15min how can this product be nominated at
the border switzerland-france ? does this offer has to be linked in time to getto a
30mins activation time ?

Stake-
holder 15

* We support the objective to harmonize the BSP-TSO and BRP-TSO rules as it affects
the fair, transparent and non-discriminatory participation of the BSPs in TERRE.

* We have serious concerns regarding how to overcome differences between the
TERRE participants. We ask for equitable market condition for all BSPs, especially
concerning calculation of the imbalance price, prequalification, compliance and
ramping issues.

Stake-
holder 16

Stake-
holder 17

The consultation document only focuses on the description of the high-level charac-
teristics of the product exchanged by TSOs. BSPs require a detailed view of local BSP-
TSO arrangements in order to assess their capability to implement the tools and pro-
cesses necessary to offer TERRE products.

For instance, the introduction of “explicit offers” besides “implicit offers” is a major
change for French BSPs which would require at least 18 months to be implemented
starting from the definition of all applicable rules and requirements (to be confirmed
by the detailed technical specifications). Therefore, we urge TSOs to define these re-
guirements, especially all the characteristics of the expected physical delivery of an
activated bid. Notably, the following issues should be rapidly specified:
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- Local settlement rules, (in particular the inclusion or not of ramps in local settle-
ment);

- Compliance rules and definition of possible penalties;
- Rules on firmness of bids and treatment of outages;

- Expected physical delivery, especially whether capacity vs energy delivery is re-
quired;

- Ramping period specifications. For example, figures 3-1 and 5-1 show ramp up and
ramp down periods outside the delivery period, whereas RTE proposed to French
stakeholders the delivery of +/- 5 minutes ramps overlapping the imbalance settle-
ment period. This is, for instance, a significant issue that needs to be clarified.

Furthermore, we deem essential to precise the specific bidding requirements im-
posed on BSPs, e.g. in terms of bid format specifications etc. In order to be able to
clearly identify which blocks can be offered in TERRE, we wish further technical de-
tails (including the ones specified at TSO level) concerning the following bidding op-
tions given by the current design proposal:

- The expression of “delivery time period” in order to offer a 15’ block on a restricted
timeslot (e.g. 12:30-12:45);

- The modality for offering a 60’ indivisible block, due to delivery period constraints;

- The modality for presenting “top-offers”, sub-offers of “exclusive offers” and “multi-
part” offers.

- Information requirements on the location of the activated power plants (e.g. bid-
ding zone, network node);

- Possible conversion of offers by TSOs (besides the case of Central Dispatch Systems)
beyond the possibility to mark certain bids as unavailable (“unshared”/”restricted”)
on the Common Merit Order (CMO). In our view, the implementation of this option
(i.e. the conversion of products by TSOs) should be limited as far as possible.

Stake-

holder 18

Stake- Given the nature of Project TERRE and the form of cross border trades that are envis-

holder 19 |aged, the TSOs will play a key role in the development of this form of trade. We
would hope that over time the role of the TSOs would reduce and market partici-
pants would be able to participate directly in the market. We remain concerned
about TSOs specifying the cross border requirement and with the potential for the
TSOs to exclude certain bids for domestic reasons. In line with our response to 5.3,
we welcome the objective to align the BRP-TSO and TSO-TSO rules and requirements
to the full extent possible provided it does lead to overall detrimental impacts at the
local level (in other words, any changes in the spirit of alignment should be subject to
a cost-benefit analysis). Market participants should always be consulted in this case.

Stake- As it is said before, currently national balancing markets are different in terms of bal-

holder 20 | ancing philosophy (central dispatch and self-balancing) and in terms of rules and re-

quirements for BSPs and BRPs. For this reason, NRAs and TSOs should first evaluate if
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and how it is possible to assure security of supply and a level playing field between
market participants. In the case the analysis shows positive results, it will be possible
to continue with the integration and harmonization of procurement of Replacement
Reserve.

Stake-
holder 21

Stake-
holder 22

3.4 Q3.4

Does the TERRE product allow for the participation of all types of

balancing service providers (e.g. RES, Thermal, and DSR)? And if not, what

changes in the features will allow greater participation in the TERRE project?

Stake-

holder 1 It will depend on still open details

Stake-

holder 2 Yes, and RES, Thermal or DSR will have to fulfill the same technical requirements.

Stake- Yes. The TERRE product is flexible for supporting the participation of all types of bal-

holder 3 ancing service providers

Stake-

holder 4

Stake-

holder 5

Stake- Every capacity fulfilling the requirements by TSOs should be eligible to participate in

holder 6 the TERRE projects. Hence proper products and the possibility to use block bids en-
sure additionally that all kind of technologies can take part at the tender for balanc-
ing services. However, any privileged market access should be avoided to create a
level playing field.

Stake- For the participation of thermal units, the Full Activation Time of 30 minutes will

holder 7 mean in practice that some will not be able to participate to the TERRE platform un-
less they are already running due to activation during a previous timeframe.
We welcome the possibility for RES to participate to the TERRE project. Participation
to balancing markets through technology-neutral products is an important step in the
full market integration of RES. The actual participation of RES is however also de-
pendent on other constraints. The regulatory framework (e.g. support mechanisms),
technology (e.g. metering and steering), operational (e.g. level of automation in the
communication protocols between different parties in order to deal with exogenous
meteorological variables) and contract constraints may all impact whether and how
RES can bid into balancing markets. So while the opening of balancing markets
through technology-neutral products is welcome, it may require time and additional
steps before RES can fully participate to such markets.

Stake- All market participants, whether operating generation assets, managing demand or

holder 8 storing energy, should be enabled to bid in a technology-neutral balancing market on

a level-playing field.

In the case of RES-E producers, participation to balancing markets is an essential step
towards full market integration, an important factor in the valorisation of RES-E in-
flows, and a welcome contribution to market liquidity.

Page 22 of 96




We see demand side participation as much more difficult due to the size of the TERRE
Product, and also due to the lack of legislation in some countries.

Stake-

holder 9 Yes

Stake- We are a strong supporter of the integration of all capacity providers into the energy

holder 10 | market. All market participants, whether operating generation assets, managing de-
mand or storing energy, should be enabled to bid in a technology-neutral balancing
market on a level-playing field.
In the case of RES-E producers, participation to balancing markets is an essential step
towards full market integration, an important factor in the valorisation of RES-E in-
flows, and a welcome contribution to market liquidity. Bidding of RR products by RES-
E producers may, however, be limited by other constraints, such as the regulatory
framework (e.g. support mechanisms), technology (e.g. metering and steering), or
operational and contract constraints. All these elements may affect whether and how
RES can bid into balancing markets. We call on policy makers in the concerned Mem-
ber States and beyond to ensure that no regulatory obstacle can limit the participa-
tion of RES-E produces to the RR market in particular, and to all other markets in gen-
eral.

Stake- ¢ Activation duration limited to one hour excludes the participation of certain assets

holder 11 | with a minimum running or reduction time. We recommend an activation duration
limit of min. two hours.

Stake-

holder 12

Stake- We believe that the current product definition of TERRE allows the active participa-

holder 13 | tion of all types of BSPs.

Stake-

holder 14 |'--

Stake- ¢ Activation duration limited to one hour, excludes the participation of thermal and

holder 15 | nuclear assets. We need a minimum of two hours. This can be solved through linking
two cross border products or through extending the max delivery period.

Stake-

holder 16

Stake- A precise answer to this question would require additional information on the local

holder 17 |{implementation of TERRE. However, we can easily consider that some generation
and demand units could be excluded from TERRE if the products they can provide are
not compatible with the features of the TERRE product. For example, some DSR prod-
ucts need earlier activation notice (2h) or longer activation duration, and therefore
may not be offered in TERRE.
Concerning our generation, we envisage to make balancing bids from thermal units
compliant with the proposed timing and format for TERRE product (i.e. full activation
time of 30, delivery period less than or equal to 1 hour). Other available products,
such as some offers from nuclear power plants, are too long (in terms of activation
time or delivery period) to be offered. The volumes actually offered and the activated
units will also depend on the flexibility of bidding formats and on local arrangements.

Stake-

holder 18

Stake- In our view the project TERRE process should be technology neutral and all types of

holder 19 | service providers should be able to participate.

Stake- In general terms, the participation of RES and Demand Response is facilitated

holder 20 |through a shorter FAT and delivery periods. In addition, RES and DSR are generally
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connected on distribution networks. Activation of these resources can only happen if
aggregation is possible and there are is communication framework between TSOs
and local DSO. In this moment, TERRE project does not analysis in details these two
elements (but in some Countries RES can already participate to the balancing market.
For example, In Spain a Royal Decree published in February 2016 allows participation
of RES in Ancillary Services). At the same time, TERRE does not prevent the participa-
tion of RES, or DR.

We consider TERRE product will allow the participation of all types of balancing ser-
vice providers. Balancing product should not be restricted for the participation of
any specific technology, products should be technologically neutral, and the partici-
pation of Balancing Service Providers should be voluntary. The process should be: 1)
A product is defined, 2) BSPs are qualified, 3) Qualified BSPs can participate in TERRE.

Stake-
holder 21

Stake-
holder 22

3.5 Q3.5

What are your views on the application of the local features of the

TERRE cross border product (e.g. Harmonization of price cap and floors or

Maximum Bid Sizes for Indivisible Offers)?

Stake- For the market participant the goal of the project has to be an harmonization of the
holder 1 products features
Stake- They are desirable, but not causing any delay in the implementation of the project. In
holder 2 this way, NRAs should support the harmonization process.
Stake- The maximum bids size is necessary for indivisible offers. Without this limit, large vol-
holder 3 ume of indivisible offers if selected will potentially introduce operational issues with
the ramping up/down of generation at the boundary of delivery time period.
From the market point of view, the enforcement of price cap and floor shall be imple-
mented with great caution. Otherwise, the price cap and floor would introduce unre-
alistic price signal for balance service providers. From the algorithm point of view, the
price cap and floor can be supported as an option.
Stake- In our roles as operator and administrator of GB balancing settlement and imbalance
holder 4 settlement, we need to know for certain which aspects of TERRE will be harmonised,

and how they are to be harmonised, as soon as possible. This is in order to evaluate
which aspects will require us to amend our systems and local rules in compliance
with the TERRE requirements and to implement those changes in good time. It will
not work for us if these are decided too near in time to the entry into force of TERRE,
as we won'’t have sufficient time left to change our systems or obtain local NRA ap-
proval to do so.

In this respect the treatment of ramps should be clarified as soon as possible.

The imbalance arrangements in European Member States are not yet harmonised
and it will take time to implement harmonisation after the requirements are known
and have been approved by the NRAs. Because of this, we suggest that consideration
is given to treating ramps as zero-priced contracts and not treated as imbalances by
the TERRE Member States. Treating ramps as imbalances will cause BSPs to include
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their local imbalance costs in their TERRE Bid Prices. Because currently the imbalance
prices are based on different formulations in different TERRE Member States, this will
pollute the Common Merit Order. Treating ramps as zero-priced contracts means
that TERRE TSOs still only pay for the TERRE Products and not the ramps and also
avoids polluting the Common Merit Order List, while also ensuring that local BRPs are
not disadvantaged in local imbalance arrangements for ramping actions essential for
the delivery of the accepted TERRE product.

Stake-

holder 5

Stake- We are concerned that TERRE could result in significant design changes to local mar-

holder 6 kets. We believe that if changes are required to meet the Electricity Balancing Guide-
lines then it would not be wise to make changes to accommodate TERRE, only poten-
tially to back these out to meet the guideline requirements. This seems to be a partic-
ular risk associated with the progression of TERRE whilst the final requirements of
the guideline are yet to be agreed.

Stake- In line with our answers to previous questions, we are not in favor of operating the

holder 7 TERRE platform while divergent, local rules are still in place. Such divergent rules
have direct impacts on the bidding behavior and possibilities of market players in the
different countries, and as a result create unfair competition between them. Such
distortions of cross-border markets should be avoided.
We therefore reiterates its encouragement to align such rules before the implemen-
tation of the TERRE project, with both NRAs and TSOs cooperating efficiently and
pro-actively to achieve this.

Stake- In line with our comments in response to questions 3.2 and 3.3, we encourage TSOs

holder 8 to harmonise the features of the TERRE product to the fullest extent possible before
the entry into force of TERRE. We see a danger in non-harmonised rules and features
practically excluding bids from use in certain markets, thereby weakening the opti-
mality and economic efficiency of reserves exchanges at a regional level. NRAs should
actively support this harmonisation process, and market participants should be con-
sulted on the orientations considered by the project.

Stake-

holder 9 Please see answers to Q 12.X. regarding harmonization of price cap and floors.

Stake- In line with our comments in response to questions 3.2 and 3.3, we encourage TSOs

holder 10 | to harmonise the features of the TERRE product to the fullest extent possible before
the entry into force of TERRE, based on an appropriate cost-benefit analysis. We see
a danger in non-harmonised rules and features practically excluding bids from use in
certain markets, thereby weakening the optimality and economic efficiency of re-
serves exchanges at a regional level. NRAs should actively support this harmonisation
process, and market participants should be consulted on the orientations considered
by the project. Harmonisation should be done at the level of best practices where
possible, so that it does not undermine efficiency at some borders by having to lower
standards for the sake of harmonisation.

Stake- ¢ Ideally caps, floors and maximum bid sizes should be determined by the market.

holder 11 | Thus we support only operational necessary constrains.
* No restriction on bid sizes. This would only reduce the offers.

Stake-

holder 12
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Stake-

We believe that TERRE workgroup and the involved TSOs and NRAs should work to-

holder 13 | wards harmonized features of the TERRE cross border product, as it is the only solu-
tion that guarantees non-discrimination to BSPs and is in line with the GL EB. The ap-
plication of local features should be avoided to the extent that this is possible.
Stake- We agree, that for a proper function of a joint market the markets have to be harmo-
holder 14 | nized in all parameters
Stake- ¢ Caps, floors and maximum bid sizes should not be introduced. Thus we support
holder 15 | only operational necessary constrains. Any constrain must consider the technical pos-
sibility of our portfolio. If an introduction of price caps and floors is necessary for op-
erational reasons, they should be in line with the EEX directives. We strongly believe
that TERRE workgroup and the involved TSOs and NRAs should work towards harmo-
nized features of the TERRE cross border product, as it is the only solution that guar-
antees non-discrimination to BSPs and is in line with the GL EB.
Stake-
holder 16
Stake- As already mentioned, the local arrangements applied in TERRE will have a crucial im-
holder 17 | pact on the ability of BSPs to participate in the project and, therefore, on the effi-
ciency of the mechanism itself. As regards harmonisation of local features, please re-
fer to answers to the questions in section 12.
Stake-
holder 18
Stake- As noted in our response to Q3.2, we believe that local features should be minimised
holder 19 {and in any event should be phased out over time to ensure a level playing field for all
market participants.
Stake- In our view, the integration of RR and mFRR should be based on a level playing field
holder 20 | between market participants. For this reason, the harmonisation/removal of cap and
floor prices is fundamental and it should be introduced before the go ahead of TERRE
project. In addition, if TERRE project should choose for the introduction of maximum
bid size, this limit should not be too stringent and it should be harmonized between
bidding zones.
Stake-
holder 21
Stake-
holder 22 | Please refer to Q12
3.6 Q3.6 The number of bid formats (Divisible, Block, Exclusive, Linking Of-

fers) which may be used by BSP represents a trade-off between the flexibility
offered to BSP (with several types of offers) and the simplicity to offer bids
and to run the algorithm (eg, with only one standard type of offer). What are
you views on this trade-off? Would you advocate for keeping all types of bids

offered by TSOs or to reduce the number of possible offers?

Stake-

holder 1 please as simple as possible to reduce market entry barriers

Stake-

holder 2 See answer to Q3.1.

Stake-
holder 3

is capable of handling various bid formats proposed for the TERRE product.
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Stake-

holder 4

Stake-

holder 5

Stake- Flexibility for BSPs would appear to be important given that the TERRE product may

holder 6 not fully reflect the products traded in local balancing markets. However, as stated in
answer to question 3.1 a reasonable number of possible bid formats would be prefer-
able so that ramps can be represented and no technology would hamper to take
part.

Stake- It is difficult for stakeholders to gauge the precise impact of the availability of the dif-

holder 7 ferent bid formats on the timing requirements of the algorithm. The availability of
such possibilities matters little if market parties have insufficient time to make fully
use of them. Given that the available time is already quite limited between the clos-
ing of the cross-border Intraday and the GCT of the TERRE project, it would not make
sense to further reduce it in order to allow all such formats to be available. If, on the
other hand, the reduction of offer formats would also reduce the TERRE clearing time
— currently at 10 minutes between H-45min and H-35min — this should be considered
in dialogue with stakeholders during the implementation phase, when more concrete
information on the impact to the clearing time is available.
Concretely, the use of multi-part offers seems superfluous, given that it could indeed
be modeled as an exclusive offer. In such a case, it would be most instructive to have
a better understanding whether the use of multi-part offers would have an impact on
the time to run the algorithm.

Stake-

holder 8 See answer to question 3.1 before

Stake- According to table 2-1, exclusive offers (3.1.3.3) are not used nowadays. Paragraph

holder 9 3.1.3.3 explains pros and cons of introducing this format (greater flexibility for portfo-
lio bidding, but the number of sub-offers should be limited). We suggest postponing
the introduction of this format in a later stage of the project, once the go-live gives all
the parties more knowledge.
Regarding linking offers in time (3.1.3.5), some of the features e could be simplified
(different prices) in the first go-live, as it is noted that “number of links (sub-offers)
for one Linking Offer should be also limited to a maximum number”..
More sophisticated offers could be introduced in next evolutions of TERRE, once the
performance of the pilot project in the first go-live is assessed in a transparent man-
ner and more complex orders demonstrate significant gains.

Stake- As noted in our response to question 3.1, we believe it is prudent to first focus on the

holder 10 |implementation of bid formats that are most common to all markets.

In general the future bid formats should ensure that no technology is hampered to
take part in the balancing market, providing a non-discriminatory, level-playing field
for all market participants. We attract TSOs’ attention to the fact that introducing
multiple and complex bid formats could be contradictory with the concept of a CMO
and the idea of marginal pricing. While in a day-ahead auction the use of block bids
may not have a significant effect on the clearing process, in a balancing market with a
fraction of the traded volume and the number of bids, the complex clearing process
can heavily affect the clarity price signal, which would contradict the original inten-
tion of establishment of the CMO.
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Stake-

¢ The simplicity to offer bids and the basic need to reflect the different constraints of

holder 11 | plants have to precede. Better not keep all types of bids than reduce the number of
possible offers. The actual product definition in French Mécanisme d’Ajustement
seems quite robust.

Stake-

holder 12

Stake- The costs (e.g. computational time, IT costs) of running a complex algorithm with all

holder 13 | types of offers are not clarified in the consultation document. According to the infor-
mation provided by our local TSO (Swissgrid) the algorithm tests conducted with bids
of every available bid format showed that the time needed for the TERRE clearing
phase did not, in any case, exceed 10 minutes. Therefore the number of bid formats
accepted is not expected to influence significantly the performance of the algorithm.
Consequently we are in favour of maintaining all types of bids offered by the TSOs, as
this would simplify the participation of BSPs from different countries and with differ-
ent assets in the TERRE project.

Stake-

holder 14 {3.1.3 Too many Offer possibilities. Exclusive offers and multipart offers not needed.

Stake- * The costs (e.g. computational time, IT costs) of running a complex algorithm with all

holder 15 | types of offers is not elucidated in the consultation document, thus a clear response
to this trade-off is impossible. However, in case of trade-off the consideration of
technical parameters are a mandatory. In case of trade-off it is better to reduce the
types of bids than reduce the number of possible offers. The actual product definition
in French Mécanisme d’Ajustement seems quite robust.

Stake-

holder 16 | We would like to keep the multi-part bids, as used by our TSO.

Stake- We agre with the need to strike the right balance between the flexibility offered to

holder 17 | BSPs and the simplicity of the products exchanged. Nevertheless, we wish to high-

light that the current design of the TERRE product has already been oversimplified
with the exclusion of the energy associated with ramps, whereas the amount of en-
ergy delivered during ramping periods is far from negligible. We still believ that this
additional energy delivery has to be taken into account by the TSOs in the Common
Merit Order (CMO), in order to avoid additional balancing activations, including coun-
ter-activations.

As far as we are concerned, TERRE bids will mainly come from thermal generation
units (hydro plants are more suitable to be offered in the mFRR process) which are
characterised by delivery period corresponding to the full window of one hour and by
significant ramping periods.

According to our preliminary analyses the following constraints need to be integrated
in the bid format:

- For a single 15’ step, exclusivity between upward and downward offers;

- For a single 15’ step, exclusivity between different setpoints;

- Linking of consecutive 15’ steps, to express a minimum delivery period (e.g. when a
new power setpoint has been set and this cannot be changed for a minimum time
period). As the initial commercial schedule may vary over the TERRE delivery period,

the linked blocks (sub-offers) need to comprise different volumes;

- Conditional links (“if bid 1 is activated then bid 2 is available”), without which our

Page 28 of 96




possibility to offer schedule shifting will be restricted. For instance, a scheduled set-
point set at 12:30 may be either anticipated (e.g. at 12:00 or 12:15) or postponed
(e.g. at 12:45 or 13:00);

- A number of links up to 20 which is in our view necessary to maximise the bidding
capability of each single unit concerned.

Therefore, all the described bid formats for balancing energy offers to be processed
in the CMO should be considered as necessary for modelling these constraints. Any
reduction of the number of possible offers, including the lack of “conditional offers”
and the envisaged limitation of the number of links (sub-offers) per offer could result
in a reduction of BSP’s bidding capability. This limitation should be avoided, as it
could have a detrimental effect on the efficiency of the CMOL, and therefore on the
expected benefits of the project.

Stake-

holder 18

Stake- As noted in our response to Q3.1, we believe that it is prudent to first focus on the

holder 19 |{implementation of bid formats that are most common to all markets, thereby ena-
bling existing approaches towards balancing to be preserved as much as possible.
Therefore, for the initial implementation of Project TERRE, the standard product
should be based on discrete block offers for delivery over a defined period. More
complex formats e.g. linked or multipart offers could be envisaged at a later stage in
Project TERRE. We are concerned that the additional complexity of differing bid for-
mats may impact on the operation of the algorithm and may result in inefficiencies in
outcomes.

Stake- Although increasing the number of bid formats could increase the complexity of the

holder 20 | algorithm, this increase should not be unbearable. In fact, in different bidding zones
TSOs (between them Italy and Spain) already operate complex algorithms in order to
balance the system near time of delivery. At the same time, if with divisible offers
and block offers is feasible to replicate all other types of offers, ie that using divisible
offers and block offers we can get the same results as with the rest of offers for short
periods of time (in this case it is for a maximum of for 1-hour), for simplicity we could
also consider to keep just Divisible and Block Offers.

Stake-

holder 21

Stake- We believe that, especially in its first phases, the pilot project should focus on sim-

holder 22 | plicity by allowing only one kind of bid format with an easy structure, such as Divisi-
ble Offers . This would also help in dealing with the correct harmonization of the dif-
ferent national markets where, as thoroughly reported in chapter 1, different bid for-
mats are allowed.

3.7 Q3.7 Do you agree with the proposed design of the TSO imbalance need?
Stake- only for the inelastic volume. The elastic volume case suggest a potential speculation
holder 1 role from TSO and this is our opinion against a well functioning market
Stake- No. A TSO should not be allowed to price their needs, not even in the case of elastic
holder 2 needs. The TERRE should rely on a common European merit order, so the price

comes from the offers themselves to provide the balancing energy need for security
reasons.

Page 29 of 96




Stake-

holder 3 N/A

Stake-

holder 4

Stake-

holder 5

Stake- We cannot follow the proposed restriction to the maximum size of the imbalance

holder 6 need. There seems to be no benefit in restricting ex-ante the imbalance need of a
TSO to a volume of bids equal to the number it puts on the CMOL.

Stake- The ‘Maximum Size’ characteristic of the imbalance need is unclear. It seems to indi-

holder 7 cate a form of reciprocity, restricting the imbalance need of the TSO by the volume of
shared bids that it is able to provide to the Common Merit Order List (CMOL). While
it may be logical that a TSO has some sort of ‘priority access’ to a volume of bids
equal to the number he puts on the CMOL, we see no benefit in restricting ex ante
the imbalance need to this volume. It would encourage a TSO to seek the remaining
volume of imbalance need through local, Specific Products instead of sourcing it from
the common platform.

Stake- The Maximum Size characteristic of the imbalance need is unclear. It seems to indi-

holder 8 cate a form of reciprocity, restricting the imbalance need of the TSO to the volume of
shared bids that it is able to provide to the Common Merit Order List (CMOL).

Stake- Firstly, we support the go-live of the project without elastic imbalance needs. Only

holder 9 bids from BSPs should be considered. Moreover, we see an overlap between the use
of elastic imbalance needs and the Unshared Offers (subchapter 3.1.4.1).
Secondly, a proposal of minimum standard features and rules applicable to all TSOs
for the calculation of their imbalance needs should be subject of consultation to
stakeholders and approval by NRAs. We think that this key issue is not “standardized”
in the proposal (chapter 3.2).
Finally, transparency is crucial on this matter. Please see answer to Q 11.1.

Stake- The Maximum Size characteristic of the imbalance need is unclear. It seems to indi-

holder 10 | cate a form of reciprocity, restricting the imbalance need of the TSO to the volume of
shared bids that it is able to provide to the Common Merit Order List (CMOL). We see
no benefit in restricting ex-ante the imbalance need of a TSO to a volume of bids
equal to the number it puts on the CMOL. It would incite a TSO to seek the remaining
volume of imbalance need through local, Specific Products instead of sourcing it
through the common platform.

Stake- ¢ In general we agree with the description of the TSO imbalance need.

holder 11
¢ A point that needs to be further clarified is the maximum size of the imbalance
need. According to Article 3.2.1 it should not be higher than the shared offers made
by the BSPs in this direction (to our understanding within the particular bidding
zone). Exceptions to this rule apply under conditions that are not described in the
document. It is also not clear if this limit applies for the sum of elastic and inelastic
imbalance needs.

Stake-

holder 12

Stake- The structure of the TSO imbalance need given in table 3-2 must be in line with the

holder 13 | cross-border product definition of table 3-1. The following points have to be aligned:

o0 Minimum size: Table 3-1 1MW vs Table 3-2 OMW
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o Divisible volume: Resolution in Table 3-1 0.1MW vs Table 3-2 1MW
Another point that needs to be further clarified is the maximum size of the imbalance
need. According to Article 3.2.1 it should not be higher than the shared offers made
by the BSPs in this direction (to our understanding within the particular bidding
zone). Exceptions to this rule apply under conditions that are not described in the
document. It is also not clear if this limit applies for the sum of elastic and inelastic
imbalance needs.
Stake-
holder 14
Stake- ¢ To our understanding the structure of the TSO imbalance need given in table 3-2
holder 15 | must be in line with the cross-border product definition of table 3-1.
Stake-
holder 16
Stake- We understand that a large autonomy is left to TSOs to set their imbalance need. This
holder 17 |is justified by the differences in the way electricity systems are managed from one
country to another. In our view, full transparency on the methodologies used by TSOs
to define their imbalance needs is required and this is particularly important when it
comes to the notion of elastic need (see Q 3.8). However, even in case of inelastic de-
mand, market players should be informed on the methodologies applied by TSOs in
each country.
Stake-
holder 18
Stake- Whilst we recognise that Project TERRE is based on establishing an initial project
holder 19 | need, we remain concerned about the role of the TSOs in setting this need. We be-
lieve that we should move towards greater harmonisation of the balancing markets
with the role of the TSOs diminishing overtime. Such an approach must be consistent
with the definition of the common merit order.
Stake- We disagree with the possibility for TSOs to define elastic needs.
holder 20
In addition, we would like to have additional information on how imbalance needs
are divided between local products and TERRE product.
Stake-
holder 21
Stake-
holder 22
3.8 Q3.8 Do you agree with the possibility for inelastic and elastic imbalance
needs?
Stake-
holder 1 see answer 3.7
Stake- The main concern is about the role of TSOs in a common balancing market. TSOs
holder 2 should provide and share means (energy offers) to solve imbalances, but in the de-

scription of elastic imbalance needs TSOs seem to participate in the market, even
pricing their needs.

In fact, we make a clear statement opposing the elastic demand option. If TSOs have
other commercial resources to solve the imbalance, they are contradictory with the
unbundling principle. If TSOs have regulated assets, it should be clearly defined how
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to manage them in the market: setting a maximum price could be fine, but not bid-
ding or pricing the needs.

Stake- From vendor’s point of view, the algorithm should provide the flexibility of modelling

holder 3 both inelastic and elastic imbalance needs.

Stake-

holder 4

Stake-

holder 5

Stake- It’s not fully clear why an efficient solution would have a price cap/floor, as provided

holder 6 by the posting of elastic needs. TSOs become an active player the market: They can
even set the settlement price by pricing their bids and offers, and putting them on
the CMOL together with bids and offers from market parties. In this way, TSOs are ac-
tually marketing the energy from their imbalances, rather than procuring balancing
energy to deal with their imbalances. Besides, the non-harmonised methodologies
for pricing the various TSOs’ imbalance needs would further add to the confusion and
lack of transparency as to the extent to which TSOs will effectively be active on the
market.
Overall, this proposal of elastic imbalance needs is a serious reconsideration of the
separation of roles between TSOs and BSPs, which is at odds with the spirit of the
Third Energy Package and its unbundling principle. TSOs should use inelastic imbal-
ance needs — as is the case for all other balancing processes — and integrate the un-
certainty on the required balancing energy into the volume of the imbalance need in-
stead of the price. This will ensure a more transparent and less complex procurement
process.

Stake- We have serious reservations about the ability of TSOs to price their imbalance needs

holder 7 on the TERRE CMOL. By pricing their bids and offers, and putting them on the CMOL

together with bids and offers from market parties, TSOs are directly active on the
market instead, potentially even setting the settlement price and imposing de-facto
price caps on the market. TSOs are thus actually marketing the energy from their im-
balances, instead of procuring balancing energy to deal with their imbalances.

We are convinced that TSOs should use an inelastic imbalance need — as is the case
for all other balancing processes — and include the uncertainty regarding the required
balancing energy into the volume of the imbalance need instead of the price. This will
make the procurement process more transparent and the optimization potentially
less complex.

An additional issue with the proposed methodology for the elastic imbalance need is
its un-harmonized approach. Each TSO is allowed its own methodology for defining
one or more imbalance bids without providing any transparency on how such bid(s)
is(are) derived. Given the current — and for the foreseeable future still remaining —
disparity on how TSOs balance their system and the use of Specific Products, arbitrat-
ing between RR and other balancing processes creates distortions not only in the
TERRE platform but also in the balancing markets of the other balancing processes.
At the very least — and despite the fact that we remain convinced that the inelastic
imbalance need is the correct way to define the TSO balancing needs — such method-
ology should be harmonized, transparent and result in the definition of a single vol-
ume of imbalance per TSO with associated price. This would be a first step in ensur-
ing that the elastic imbalance need is solely based on a comparison between the ex-
pected prices of mFRR bids and the prices on the TERRE CMOL.
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Stake-
holder 8

We have serious reservations about the appropriateness of allowing TSOs to price
their imbalance needs on the TERRE CMOL. By pricing their bids and offers, and put-
ting them on the CMOL together with bids and offers from market parties, TSOs are
directly active on the market, potentially even setting the settlement price. In this
way, TSOs are actually marketing the energy from their imbalances, rather than pro-
curing balancing energy to deal with their imbalances. Besides, the non-harmonised
methodologies for pricing the various TSOs’ imbalance needs would further add to
the confusion and lack on transparency as to the extent to which TSOs will effectively
be active on the market.

Overall, this proposal of elastic imbalance needs is a serious reconsideration of the
separation of roles between TSOs and BSPs, which is at odds with the spirit of the
Third Energy Package and its unbundling principle. TSOs should use inelastic imbal-
ance needs — as is the case for all other balancing processes — and integrate the un-
certainty on the required balancing energy into the volume of the imbalance need in-
stead of the price. This will ensure a more transparent and less complex procurement
process.

Stake-
holder 9

Please see answer to Q 3.7.

Stake-
holder 10

We have serious reservations about the appropriateness of allowing TSOs to price
their imbalance needs on the TERRE CMOL. By pricing their bids and offers, and put-
ting them on the CMOL together with bids and offers from market parties, TSOs are
directly active on the market, potentially even setting the settlement price. In this
way, TSOs are actually marketing the energy from their imbalances, rather than pro-
curing balancing energy to deal with their imbalances. Besides, the non-harmonised
methodologies for pricing the various TSOs’ imbalance needs would further add to
the confusion and lack on transparency as to the extent to which TSOs will effectively
be active on the market.

Overall, this proposal of elastic imbalance needs is a serious reconsideration of the
separation of roles between TSOs and BSPs, which is at odds with the spirit of the
Third Energy Package and its unbundling principle. TSOs should use inelastic imbal-
ance needs — as is the case for all other balancing processes — and integrate the un-
certainty on the required balancing energy into the volume of the imbalance need in-
stead of the price. This will ensure a more transparent and less complex procurement
process.

Stake-
holder 11

* Yes

Stake-
holder 12

Stake-
holder 13

The proposal of inelastic and elastic imbalance needs that the TSOs can submit is a
flexible tool that can help TSOs meet their balancing need in an economic optimal
way (by taking into consideration alternative means to TERRE), while dealing with the
imbalance volume uncertainties.

Stake-
holder 14

how does the different imbalance needs (inelastic/elastic) the pricing of bsp ? is the
inelastic need comparable to the existing "mode dégradé" ? how will the existing
mode dégradée be handled in the future ?

What happens if the TSO does not activate enough energy due to a conservative elas-
tic imbalance need?

Stake-
holder 15

* The proposal of inelastic and elastic imbalance needs that the TSOs can submit is a
flexible tool that can help TSOs meet their balancing need in an economic optimal
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way (by taking into consideration alternative means to TERRE), while dealing with the
imbalance volume uncertainties.

* One could argue that in extreme cases certain elastic offers could be activated in
order to compensate the counter activation of certain products outside TERRE with
known prices (e.g. aFRR, mFRR). This kind of activation would be driven not by the
TSOs balancing needs but by financial profit for the TSO. Therefore it is of importance
that such activations are excluded from the calculation of the imbalance prices (BRP-
TS0).

Stake-

holder 16

Stake- We agree with the possibility for TSOs to express either elastic or inelastic imbalance

holder 17 | need. Nevertheless, an adequate level of transparency on the methods used by all
TSOs for the determination of their imbalance needs is of utmost importance to ena-
ble BSPs to anticipate these needs and, therefore, to guarantee the availability of
products able to satisfy them. This is a key issue, as the methodology used to treat
elasticity of TSOs’ imbalance needs will undoubtedly have an effect not only on the
RR process, but also on the forthcoming aFRR and mFRR processes.

Stake-

holder 18

Stake- We do not agree with the use of elastic imbalance needs. Since the auction will take

holder 19 | place at fixed periods in time, the need should be firm at this time. This will allow for
efficient clearing and an understandable auction process.

Stake- Firstly, we disagree with the possibility for TSOs to define elastic needs; TSOs cannot

holder 20 | be market players, hence they should be price takers and not price setters.
Secondly, the current text does not describe in details the methodology, the algo-
rithm, and the criteria. The current drafting seems to give complete freedom to TSOs
to set elastic prices, hence there is no transparency on price formation.
Thirdly, page 22 states that «Each TSO will define an applicable methodology for de-
termining the inelastic and/or elastic volume, and they may use all or none of the
previous parameters». The definition of methodologies cannot be left to the discre-
tion of “each” TSO.
Finally, as it is said before, if cap and floor prices are introduced, it is important that
are harmonised between bidding zones in order to allow a level playing field between
market participants.

Stake-

holder 21

Stake- We underline that the concept of “elastic need” (i.e. a price/volume couplet) should

holder 22 | be carefully evaluated, in order to avoid potential market distortions. By pricing their

bids and offers, and putting them on the CMOL together with bids and offers from
market parties, TSOs could end up being directly active on the market, potentially
even setting the settlement price (therefore influencing the social welfare value).

In our view the TSO should be allowed to put in the CMO only their inelastic needs,
and the social welfare should be determined only by the price competition between
the market participants which should be the only entitled to receive/pay the com-
mon settlement price.
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3.9 Q3.9

Do you have specific comments regarding chapter 3 content?

(Please indicate sub-chapter reference when possible)

Stake-

holder 1

Stake-

holder 2 No more comments.

Stake- We understand and support the high level design of the TERRE production set out in

holder 3 chapter 3. We look forward to comment on the detailed design once it becomes
available based on our experiences.

Stake- A number of key decisions (the settlement arrangements for accepted TERRE prod-

holder 4 ucts including the timing of billing and payments; the treatment of ramps; Gate Clo-
sure time; and non-compliance arrangements ) are being left until later in the pro-
ject. If these decisions are left too much longer, it raises an increasing risk that we
will not have sufficient time to change our balancing and imbalance settlement sys-
tems to be ready in time for TERRE implementation.
We also have two questions in relation to this.
¢ What is the plan for making decisions on these aspects, i.e. when will we know
what these decisions are? There should be a TERRE plan for coming to these deci-
sions and consulting with and notifying the local stakeholders, who are also building
systems to make TERRE a success.
¢ How will TERRE notify us and other stakeholders of the decisions that are to be
made in a ‘later’ stage of the project?

Stake-

holder 5

Stake-

holder 6 N/A

Stake- In sub-chapter 3.1.3.4, we are rather confused by the example. The multi-part offers

holder 7 are depicted as a solution to model fixed costs. At the same time, the example illus-

trates with increasing per MWh costs for increasing volumes, which is counter-intui-
tive for integrating fixed costs into bids with increasing volumes. This would rather be
the other way around, with diminishing per MWh costs for increasing volumes.

In sub-chapter 3.1.4.1, the classification of unavailable offers should be handled in a
transparent way towards the BSPs that are making these offers. The choice by TSOs
to keep such offers from the CMOL of the TERRE project has an impact on the BSP, as
its offers have a reduced (unshared offers) or non-existing (restricted offer) chance to
be selected. A BSP making an offer marked as unavailable and kept out of the CMOL
of the TERRE project should be compensated for his loss.

In sub-chapter 3.1.4.2 the bid conversions coming from Central Dispatch Systems
(CDS) is mentioned, though only with the short announcement that a methodology
for such a conversion is to be developed. We are worried by the intention to supply
the TERRE CMOL with balancing resources from a CDS “as long as their activation and
delivery parameters fit the parameters of the TERRE product” while making no men-
tion on how the pricing would be tackled. It is important that bids coming from a CDS
are not only correctly translated from local balancing resources in technical parame-
ters, but that the pricing of such bids also allow for correct comparison of bids com-
ing from a self-dispatch system. To achieve this, we request that the methodology
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that will be develop will also include pricing elements and that the development will
be done in close collaboration with stakeholders.

Stake-

holder 8 No other comments

Stake-

holder 9 Please see answer to Q 3.7.

Stake-

holder 10 | We do not have further comments.

Stake- ¢ In Article 3.1.4.1 it is mentioned that certain BSP offers can be marked by TSOs as

holder 11 | unavailable. This can happen either for offers the TSO wants to keep back for its own
use (unshared offers) or for offers that could lead to internal congestions or opera-
tional issues (restricted offers).
The conditions under which a TSO can mark certain orders as unavailable should be
further clarified. A transparent communication regarding unavailable and restricted
offers is an essential component of a well-functioning market.
It is also unclear whether the unshared offers that the TSO keeps for its own use are
going to be activated outside TERRE and if and how the settlement for those offers
will be made.
Additionally it is essential for transparency reasons that the BSPs receive information
on their offers that have been marked as unavailable, before the clearing phase to
find an alternative to market them.

Stake-

holder 12

Stake- In Article 3.1.4.1 it is mentioned that certain BSP offers can be marked by TSOs as un-

holder 13 | available. This can happen either for offers the TSO wants to keep back for its own
use (unshared offers) or for offers that could lead to internal congestions or opera-
tional issues (restricted offers). This provision is in accordance with the GL EB. It is
our view that the conditions under which a TSO can mark certain orders as unavaila-
ble should be further clarified. It is also unclear whether the unshared offers that the
TSO keeps for its own use are going to be activated outside TERRE and if and how the
settlement for those offers will be made. Additionally it is essential for transparency
reasons that the BSPs receive information for their offers that have been marked as
unavailable, before the clearing phase. In that way they might find an alternative use
for their offered flexibility.

Stake-

holder 14 |'--

Stake- ¢ 3.1.4.1: A transparent communication regarding unavailable and restricted offers is

holder 15 | an essential component of a well-functioning market. This is particularly true for una-
vailable offers mainly triggered for domestic economic reasons, whereas for re-
stricted offers technical or congestions reasons are more relevant. It is our view that
the conditions under which a TSO can mark certain orders as unavailable should be
further clarified. It is essential for transparency reasons that the BSPs receive infor-
mation for their offers that have been marked as unavailable, before the clearing
phase.

Stake-

holder 16

Stake- Paragraph 3.1.3.3 and Figure 3-6 show an example of exclusive offers in volume. Yet,

holder 17 |it would be useful to describe also exclusive offers in time.
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Stake-

holder 18

Stake-

holder 19 | No.

Stake- The document does not analysis the firmness regime of inserted and accepted or-

holder 20 | ders. For this reason, we would welcome if TERRE elaborates on this issue.

Stake- The types of bid formats included in the Project (paragraph 3.1.3) should be evalu-

holder 21 | ated considering national specificities and ensuring a gradual implementation. It
should be pointed out that exclusive bids are not used in any of the Countries in-
cluded in the Terre Project.
Elastic Imbalance Needs:
We would not support any possibility for TSOs to submit elastic bids/offers to the
Common Merit Order. Imbalance Need should be submitted as a fixed volume, with-
out price.

Stake- We believe that an insight should be provided regarding the contents of paragraph

holder 22 | 3.1.4. The possibility for TSOs to restrict or not share certain offers should be better

analyzed, through a specific consultative process, as to avoid discretional behaviors.
A minimum requirement would therefore be to duly inform market operators on the
reasons that lay behind the TSO’s decisions over the unavailability of certain offers.
Otherwise it would be not clear, for example, if BSP balancing availability has not
been selected due to competition (i.e. the price asked/offered) or grid constraints.

A similar insight is also required regarding the conversion of bids related to CDSs as it
is not clear how the TSOs would proceed in converting the bids (e.g. would the TSO
be able to use national bids as “building blocks” to define a bid in such a format,
which is unavailable in the relevant national market?), as well as a complete trans-
parency on selected offers/prices made by each power plant participating to the mar-
ket..

Lastly, we deem necessary to provide further the details over the concept of “physi-
cal delivery” referred to in sub paragraph 3.1.4.2

4 Balancing CMO & Algorithm

4.1 Qa1

tion?

Do you have any specific comments on the Balancing CMO descrip-

Stake-

With the available information is not possible to evaluate algorithm. The principle to

holder 1 maximize the welfare is in our opinion wrong. the goal of such kind of market should
be the garantee of supply

Stake-

holder 2 Please refer to answer to question 3.8.

Stake-

holder 3 N/A

Stake-

holder 4
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Stake-

holder 5 Not Answered

Stake- Again, it is not clear why including elastic needs would provide a lower balancing cost

holder 6 solution.

Stake-

holder 7 We have no comments on the description of the Balancing CMO.

Stake-

holder 8 No comment (descriptive chapter).

Stake- We support the go-live of the project with only inelastic needs. Please see answer to

holder 9 Q3.7.
A fallback procedure in case the TERRE process should be tackled in further stages,
after the go-live.
We prefer to keep the hourly XB scheduling step in the first phase of the TERRE pro-
ject to allow a faster implementation. Further improvements and evolution should be
tackled in future stages (similar to more sophisticated offers) after consultation.

Stake-

holder 10 { No comment (descriptive chapter).

Stake- * There are still some doubts on Balancing CMO based on social welfare, when some

holder 11 | offers might be kept back for regional purposes.

Stake-

holder 12 | Not Answered

Stake-

holder 13 | No further comments

Stake-

holder 14 |'--

Stake-

holder 15 { No comment

Stake-

holder 16 | Not Answered

Stake- We support the main features of the CMO. In particular, we are in favour of the one-

holder 17 | stage clearing process integrating the netting of imbalance needs and the activation
of downward/upward offers. However, we want to stress that the efficiency of intra-
day market has to be ensured in all the bidding zones involved in the project. Indeed,
the establishment of an optimisation function embedded in the RR process does not
justify the absence of efforts in improving the intra-day market design.
We also support the proposal to undertake the optimization for the defined Market
Clearing Time Period, i.e. the whole hourly delivery period.

Stake-

holder 18 | Not Answered

Stake- We agree that a common merit order is required for balancing. As noted above this

holder 19 | will facilitated through the use of simple standard products in the initial role out of
Project Terre.

Stake- We agree that the mechanism should maximize social welfare and it should use a sin-

holder 20 |gle CMO and one-stage clearing process. At the same time, a common merit order

can deliver adequate results only if there are common cap and floor prices and bids
are able to reflect providers’ costs (as express in section 3). In addition, before the in-
troduction of TERRE, TSOs and NRAs should perform a detailed cost-benefit analysis
on the possibility to modify market clearing time periods.
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At the same time, it is important that the consultation document describes in greater
details 4.2.2 Volume indeterminacies: [...] Different solutions of the main function
may result in the same social welfare. If these solutions represent different accepted
volumes, either in terms of offers or in terms of needs, then the solution that leads to
the highest accepted volume is accepted. In fact, it could be useful to understand if it
would be better to accept the one with lowest accepted volume.

Stake-
holder 21
Stake-
holder 22
4.2 Q4.2 What is your opinion on allowing internal and XB counter-activa-
tions?
Stake-
holder 1 Not relevant, important is the coordination between TSO
Stake- We agree with the concept as long as it uses always real offers made by market par-
holder 2 ticipants, not grouping of them made by any TSO or imbalance needs created by
TSOs. Again, please refer to answer to question 3.8.
Stake- The counter-activation is consistent with the objective of TERRE, i.e. increase the
holder 3 overall social welfare and improve market efficiency. The algorithm shall support the
internal and XB counter-activations. If needed, market rules can be developed to
limit the volume of counter-activations.
Stake-
holder 4
Stake-
holder 5 Not Answered
Stake- The core task of TSOs is to ensure the system stability. An efficient exchange of en-
holder 6 ergy is guaranteed by market participants and indeed by market coupling. Hence we
reject the proposed option for counter activations. This option would soften the sep-
aration of roles between TSOs and BSPs which is at odds with the spirit of the Third
Energy Package and its unbundling principle.
Stake- We understand the rationale behind allowing internal and cross-border counter-acti-
holder 7 vations, as they may increase the social welfare. However, we make some strong res-

ervations about allowing such actions in the context of a balancing energy procure-
ment process as it implies that TSOs are no longer balancing their system but acting
as market operators.

The exchange of bids between market parties is a market function for which the for-
ward, day-ahead and intraday time horizons — and in some markets after-day trading
— are available. In order to optimize their functioning, it is important to ensure their
liquidity and market depth. In the Intraday, liquidity is often concentrated close to
the Intraday GCT, i.e. as close as possible to real-time. By allowing a potential ex-
change between market parties beyond the GCT of the cross-border Intraday, liquid-
ity from the Intraday may be shifted towards the TERRE platform. This would actually
result in an impoverishment of the Intraday, running counter to the objective of the
NC EB to allow BRPs as much opportunity as possible to balance their perimeter.

Additionally, in combination with the elastic imbalance need of TSOs — as discussed in
guestion 3.8 — the use of counter-activations could potentially shift liquidity from the
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Intraday market towards a balancing platform where TSOs also actively market their
imbalances. In this, the unbundling principle would seem to get on a slippery slope
where an additional semi-market is created where TSOs can behave as a kind of mar-
ket participant.

Stake- In line with our response to question 3.8, we have concerns that internal and cross-

holder 8 border counter-activations could lead to a reconsideration of the respective roles of
TSOs and BSPs. Counter-activations would grant a role to TSOs that we believe goes
beyond that of managing BSP imbalances: BSPs are responsible for adjusting position
in all timeframes, from forward to intraday, and the efficient functioning of these
markets depends on their liquidity and depth. Allowing counter-activations by the
TSOs would be tantamount to having market participants mandatorily exchanging
bids beyond the gate closure of the intraday market.

Stake- We support the go-live of the project without counter-activations, and tackle this

holder 9 matter in a further stage of the project, after due analysis and consultation (with real
data, since the study presented in the consultation is based on historical data of
2013).

Stake- In line with our response to question 3.8, we have concerns that internal and cross-

holder 10 | border counter-activations could lead to a reconsideration of the respective roles of
TSOs and BRPs. The core task of TSOs is to ensure system security. An efficient ex-
change of energy is guaranteed by market participants and indeed by market cou-
pling. Counter-activations would grant a role to TSOs that we believe goes beyond
that of managing BRP imbalances: BRPs are responsible for adjusting position in all
timeframes, from forward to intraday, and the efficient functioning of these markets
depends on their liquidity and depth. Allowing counter-activations by the TSOs would
be tantamount to having market participants mandatorily exchanging bids beyond
the gate closure of the intraday market. Considering that liquidity on the intraday
market is often concentrated close to GCT, this would have the potential to reduce
liquidity on the intraday market, which already suffers from limited dynamism in
some of the concerned Member States. This would also contravene the principle of
the Electricity Balancing guideline that both BRPs and BSPs should be given maximum
opportunities to adjust their portfolio before intraday GCT.

Stake-

holder 11 | e We support counter-activations.

Stake-

holder 12 | Not Answered

Stake- We support allowing internal and XB counter-activations as their pros (increase of so-

holder 13 | cial-welfare; non-distortion of marginal price; higher chance of BSP activation) out-
weigh the cons from the BSP perspective.

Stake-

holder 14 | will this "internal" netting be made transparent to the bsp's ?

Stake- Counter-activations have a positive impact on the social welfare and increase slightly

holder 15 |the activation volumes. As presented in the consultation document, counter activa-
tion are not expected to occur at large extent. For these reasons we approve the con-
cept of counter-activation.

Stake-

holder 16 | Not Answered

Stake- We share TSOs’ view on counter-activations contributing to increasing the social wel-

holder 17 | fare.

Stake-

holder 18 | Not Answered
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Stake-

We do not support the use of allowing internal and XB counter activations for the ini-

holder 19 | tial deployment of Project TERRE. Once the TSOs have defined a requirement this
should be fixed through the procurement process.
Stake- In line with our response to question 3.8, internal and cross-border counter-activa-
holder 20 | tions could lead to a reconsideration of the respective roles of TSOs and BRPs. The
core task of TSOs is to ensure the system stability but counter-activations would
grant a role to TSOs that we believe goes beyond that of managing BRPs imbalances.
It is important to correct a statement of the consultation made in the consultation
document. In fact, not in all bidding zones intraday gate closures are close to real
time. For example in Italy and Spain, as shown in table 2.2, XB intraday markets close
at least 3.5 hours before delivery.
Stake-
holder 21
Stake-
holder 22
4.3 Q4.3 Do you agree with the proposed treatment of HVDC losses?
Stake-
holder 1 yes
Stake-
holder 2 No comments.
Stake- Yes. The HVDC losses shall be considered in the algorithm. Based on our experiences
holder 3 with the implementation of scheduling algorithm for RTOs/TSOs in North America
and Europe, the algorithm should be able to support multiple loss models according
to the technical characteristics of HVDCs.
Stake- We need more detail on how the Day-Ahead Market Coupling treats HVDC losses if
holder 4 this is the proposed treatment in TERRE before we can assess the proposal for its im-
pact on our systems and processes and give you a considered response. There was
no detail in the TERRE consultation document on this point.
Stake-
holder 5 Not Answered
Stake- It’s not really clear how this works from the consultation document. Some more clar-
holder 6 ity on this would be helpful before we would be able to comment.
Stake- We agree to treat the HVDC losses in the same way as the Day-ahead market cou-
holder 7 pling does.
Stake-
holder 8 No comment
Stake-
holder 9 Yes
Stake-
holder 10 | We agree with the proposed solution.
Stake-
holder 11 | e Yes
Stake-
holder 12 | Not Answered
Stake- We support using the same methodology for the consideration of the HVDV losses as
holder 13 |in Day-Ahead Market Coupling.
Stake-
holder 14 |'--
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Stake-

Since the HVDC losses are treated identical to the Day-Ahead Market Coupling we

holder 15 | have no objection to the proposed treatment.
Stake-
holder 16 | Not Answered
Stake- We agree with the proposed treatment of HVDC losses. However, this proposal
holder 17 | should be more detailed. For instance, it is difficult to anticipate how the situation on
the border between France and Spain would be handled, where both HVDC and AC
lines coexist.
Stake-
holder 18 | Not Answered
Stake- We recognise that delivery volumes may need to be adjusted for losses, both AC and
holder 19 | DC losses. We believe that a common approach is required to the treatment of deliv-
ered volumes (loss adjusted) and that this should be reflected in the price.
Stake-
holder 20 | Yes, we agree with the proposed treatment of HVDC losses.
Stake-
holder 21
Stake-
holder 22
4.4 Q4.4 Do you have specific comments regarding chapter 4 content?

(Please indicate sub-chapter reference when possible)

Stake-

holder 1 no, see above

Stake- Specifically, since we do not support the existence of elastic needs by TSOs, in 4.2.5

holder 2 Netting method, the reference to elastic needs should be eliminated.

Stake- In general, the balancing algorithm should be capable of scaling up very well. This

holder 3 means taking into account new geographies (new COBAs, zones), new complexities —
such as different types of products such as RR, mFRR, aFRR, interval timeframes, and
technical constraints. Given our experience in implementing balancing markets, a
well implemented algorithm leads to accurate price signals and is performance
proven. This is necessary to achieving feasible results so that national TSOs can avoid
implementing backup mechanisms.

Stake- Section 4.2.4 notes that ‘it will be important to shorten the scheduling step in future’.

holder 4 We note that this must not be used as an argument to prejudge the Imbalance Settle-

ment Period (ISP) duration as well. There is no compelling need to make Imbalance
Settlement Period (ISP) duration and scheduling step equal. For example, GB cur-
rently operates with minute by minute balancing products and a 30 minute ISP. This
will also be important to note if other CoBAs for different Standard Products, such as
mFRR, have, or have a desire to have, different scheduling steps from TERRE.

Section 4.2.8 notes that if the TERRE clearing process fails, then national processes
will apply. It is very important for balancing and imbalance processes that each
party affected, including us as the balancing settlement and imbalance settlement
administrator for GB, knows exactly when the central TERRE process has failed, and
also when it can assume that the process has failed, even if it is only slow or late.

We will need pre-defined fall-back rules in our local arrangements that come into ac-
tion when there is no or missing information from the central TERRE systems. This
should be agreed by the TERRE project across all the TERRE TSOs and communicated
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to us as soon as possible so that we can design our local systems to interface with
TERRE. See also our answer to consultation Question 7.4.

Stake-

holder 5 Not Answered

Stake-

holder 6 N/A

Stake- We support the use of Unforeseeably Accepted/Rejected Offers (UAO/URO), if it is

holder 7 implemented in a fair and transparent way. For this, two conditions have to be met:
- The use of UAOs and/or UROs should result in a demonstrable increase in overall
welfare;
- Side-payments should be used to both indemnify market parties with UROs as they
suffer opportunity costs and pay market parties with UAOs the difference between
the clearing price and their bid price.
These two conditions ensure acceptability of the use of UAO/UROs by market partic