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KEY MESSAGES

 EURELECTRIC welcomes the publication of the draft ENTSO-E Ten Year Network
Development Plan (TYNDP) 2014 and the vast efforts put by ENTSO-E into elaborating the
planning process and involving stakeholders.

 One of the main challenges is how to avoid that the TYNDP reads like a ‘wish list’ of projects,
with a follow-up report that takes stock of the small number of lines actually built. According
to Regulation 713/2009, ACER is obliged to monitor the progress in implementing cross-
border and TYNDP investments. A reference to ACER findings in an assessment from ENTSO-
E’s perspective on the reasons for delays, obstacles, financial issues could be useful. The next
TYNDP could provide a more thorough assessment of the previous one than is currently the
case, and the reasons for large-scale non-implementation, as well as the necessary remedial
actions (e.g. get policy support and regulatory support). The paper should also mention
issues such as the current concern with security of supply that reverted the order of the PCIs
and their impact on the grid roll-out/upgrade.

 The scenarios do not fully reflect macroeconomic consequences of the current trends.
Generation capacity assumptions seem to be partly based on official plans that are often the
only available indicator for TSOs to consider national capacities. However, those often do not
realistically reflect the commercial profitability and feasibility for existing plants and new
investments.

 The CBA methodology can be improved: the current one does not seem to provide a full
estimation of costs & benefits and the transparency of selection criteria for projects is
hampered by clustering of projects. Projects need to be comparable to allow for
prioritisation. The TYNDP should provide disaggregated information on each investment item
and include single investment grid transfer capacity increases, as proposed by ACER1. In
addition, the evaluation and comparison of alternatives based on different technologies
should be encouraged to increase economic efficiency. For example, most renewables are
being connected to distribution networks, which also require smart network investments.
The TYNDP should propose alternative solutions for specific problems in order to better
evaluate the suitability of any proposal.

WG Long Term System Perspective
Chair: Michael GERECHT (DE)

in cooperation with Energy Policy & Generation, Markets
and DSO Committees

Contact:
Pavla Mandatova, Adviser DSO Unit – pmandatova@eurelectric.org

Susanne Nies, Head of DSO Unit– snies@eurelectric.org

1 ACER Opinion on the Implementation of Investments in Electricity Transmission Networks, August 2014.
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Introduction

EURELECTRIC welcomes the publication of the draft ENTSO-E Ten Year Network Development Plan
(TYNDP) 2014 which is the basis for the development of the interconnected European power system.
Electricity and gas interconnections are indeed an important enabler for creating a functioning
internal market, connecting growing shares of renewable energies, integrating currently isolated
systems of islands to mainland power systems, reinforcing Europe’s security of supply and increasing
at once the European solidarity as with the spirit of article 194 and the Energy Union. Regulation
347/2013 has strengthened the formal role of the TYNDP with respect to the projects of common
European interest (PCIs) – to which it is now the basis – so quality expectations to the plan must
increase accordingly, and here in particular when it comes to the CBA for the PCIs.

EURELECTRIC congratulates ENTSO-E for the vast effort put into the elaboration of the planning
process and in involvement of stakeholders. The TYNDP have seen constant improvement over time,
since the pilot TYNDP in 2010, the 2012 package, and now with the 2014 package. EURELECTRIC
recognizes the effort undertaken for this uneasy task considering the complex information that had
to be taken into account. In particular the combination of a top down and bottom up approach is
valid as previous versions reflected too much an approach of summing up national projects rather
than a combined vision of Europe’s grid future. EURELECTRIC also welcomes the extension of the
horizon beyond the 10-year scope the stakeholder involvement throughout the process and the
creation of the long term network development stakeholder group to which EURELECTRIC is part.

The value of transmission development can hardly be underestimated. Thus, underinvestment is
actually more ‘expensive’ than ‘overinvestment’: the energy transition has to build on infrastructure.
The value of a strong transmission and indeed also distribution grid that leads to cost efficiency in all
the studied scenarios should be made visible to policy and decision makers. In other case there is a
risk that the significant potential of the new energy system is locked in behind grid bottlenecks- and
that flexibility in regions cannot be provided. However, grids are not without alternative when it
comes to providing flexibility: EURELECTRIC would thus like to see an introductory reference to
technology neutrality in a broader sense, embracing interconnection, storage, demand response, and
energy efficiency as alternative answers to generation adequacy concerns.

The response paper follows the structure of the consultation published by ENTSO-E, hence it is
divided into a first more general section with the comments on the overall TYNDP, followed by
comments on the Regional Investment Plans (RegIP).
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General Comments

Broad EU wide political support is urgently needed - one stop shop and time limits in
Infrastructure package are positive first steps

The TYNDP highlights that interconnection capacity will have to double on average throughout
Europe (depending on the scenario used) and pinpoints about 100 major investment projects that
are needed in order to remove existing or to prevent foreseen bottlenecks. According to the report,
only 10% of the TYNDP 2012 investments have been completed throughout Europe. This has already
been observed in previous TYNDPs and can’t be accepted as it has become a trend (“More than one
third of the investments are delayed compared to the initial schedule, mostly because of social
resistance and longer than initially expected permitting procedures.”). The implementation of
Regulation 347 that should hopefully contribute to the improvement of this situation for the so-
called Projects of Common Interest is thus crucial. In addition, responsible national authorities
should take further actions for supporting grid development – the transparent European TYNDP
process should be used to increase acceptance. The TYNDP activities are contributing to mitigate
public resistance through the promotion of a reasonable coordination of the development of the
national projects as a part of our European infrastructures.

Delays with respect to the implementation of transmission investments are a key-issue. It is
important that ENTSO-E, ACER and stakeholders develop in common develop the necessary
regulatory framework that will accelerate procedures for important projects. PCIs and the
infrastructure communication are a significant first step.

Infrastructure and RES development are interdependent. National climate and energy objectives
could be endangered if there is not an integration of generation through sufficiently interconnected
markets. Lack of sufficient interconnection capacity could be seen by stakeholders and project
promoters as a barrier to the development of RES at national level. Some Member States could be
reluctant to fulfil their commitments arguing that the economic burden for consumers could be
unacceptable if there is not an integration of markets due to insufficient interconnection.
Furthermore, not each proposal in the TYNDP should be adopted, even if it satisfies the solution of a
specific problem, since the costs will be passed on to customers. Cost efficiency must remain a prime
target, including in the roll out of infrastructure.

Stakeholder representation and regional coherence

There seems to be differences in presentation forms for the ‘master plan’ and the different regional
plans and seemingly in some of the methodologies used. In the future, this could be improved even
though it should be recognized that there are differences between regions that might necessitate
different approaches.

EURELECTRIC welcomes the establishment of the long-term development stakeholders’ group and
believes that the communication steps proposed by this group (on how to bring clarity at the
beginning and information and feed back at the end of the drafting process) would further improve
the process. The strengthening of future groups to represent all interests of all market parties is a
step in the right direction. It is not possible for European associations to verify and validate input
data used or the given calculation outputs due to the regional differences and the sheer amount of
data for the whole of Europe. EURELECTRIC thus believes that a way forward here is further
strengthening second level of stakeholder involvement at the regional level, i.e. regional consultation
processes per regional investment plan. EURELECTRIC is ready to make its members aware of these
regional workshops. Some sort of validation process introduced by e.g. NRAs on the final regional
plans and ACER on the ‘master plan’ would strengthen the validity and acceptance of those plans.
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Scenarios

The selected scenarios do not sufficiently consider the macro-economic implications of top-down
choices. As the current discussions on the consequences of the German “Energiewende” shows (see
e.g. IHS 2014) a future with high cost choices for the European power system will have more far
reaching impact on the demand side and on the CO2 emissions than is foreseen in the current
scenarios. The consequences of macro-economic hypothesis such as GDP growth should be included
to assess the impact of potential economic crisis (in lowering demand in Europe). If an economic
decrease in Europe has no or limited impact on long term capacity needs, it should be mentioned
and documented. Alternatively, it should be assessed as a 5th scenario or in a sensitivity analysis.

A socio-economic assessment of long term investments based on analysis results of only 2030 is too
limited. Modelling results for at least 2025 (but preferably also 2020) for all scenarios and stages of
grid development would make priorities in time a more explicit support from the modelling results.

The uncoordinated implementation of capacity markets across different countries may have an
impact on the value of the suggested infrastructure investment, and long run investment incentives
for generation. The possibility of cross-border participation in capacity mechanisms and the value for
the interconnector related to this should be considered as well. In modelling all countries as being
remunerated according to long run marginal cost in an energy only market disregards these
important issues, and additional scenarios should take into account the possible existence of capacity
markets.

The energy mix forecasts by member states in in each scenario should be underpinned with data
tables: this information is currently presented in graphic form, with all countries in the same scale
making it difficult to read.

A reference to the IEA World Energy Outlook 2013 instead of World Energy Outlook 2010 is
recommended regarding the CO2 prices and primary energy prices because these prices change
significantly and unpredictably in the short term.

Cost Benefit Analysis methodology

Development of the transmission system in a cost-effective way remains clearly the key challenge for
European TSOs. TYNDP 2014 applies the new CBA methodology developed by ENTSO-E as required
by Regulation 347 that should be validated by ACER later this year.

Firstly, the current CBA clustering rules are too superficial and clustering of projects obstructs
transparency in selection criteria. In many cases the estimated cost range is very large with makes it
hard to assess the socioeconomic contribution for respective project. While clustering has been
applied for reasons of simplification, it makes the CBA calculation sensitive to number of
assumptions, including the decision of what is the relevant area that the calculations cover. It
would be important that in the future, the TYNDP compares the estimated benefits of each
individual project against their estimated costs, and comment around the cost-benefit balance in a
transparent and consistent manner as it has already started with the work on PCI CBA. Clustering
should only be valid in cases where a ‘sub-project’ is a clear precondition for a ‘mother-project’.

A clarification should be also provided to enlighten the reasoning of the assessment that the grid
expansion proposed by the TYNDP brings social economic welfare benefits of the 150 B€ investment
(p.6 of the executive summary).
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Secondly, some of the CBA methodology criteria may need to be reassessed:

 Security of supply (SoS) is one of the most important issues in the TYNDP and one of the
main drivers for European network development. However, in our opinion the TYNDP does
not address and analyze the SoS issues in a sufficient way. Differences between countries
regarding production technology and access to flexibility and reserves in the system, and
how these different technologies are interconnected and utilized in Europe is of imperative
importance when addressing SoS. It is therefore important that ENTSO-E addresses these
issues vigilantly and improves the TYNDP in this regard. Given the significant growth of RES
with a considerable stochastic nature, a common stochastic (probabilistic) technique for
calculating the reliability of the power systems either in isolated or interconnected mode
should be proposed.

 The existing CBA methodology recognizes that not all the attributes to analyse can be
properly quantified in monetary terms. Knowing that this problem will not be overcome in
the short term, it is crucial that any proposal that cannot prove that benefits are greater than
costs is accompanied with different alternatives that allow deciding for the most affordable
solution.

 In the current CBA evaluation, integration of RES seems to be one of several benefits that are
taken into account. Even though reaching RES targets is important, we cannot see that
introduction of specific production technologies gives a social economic benefit in itself.
Especially if these technologies trigger other expensive investments in order to secure the
security of supply (SoS). One of the major benefits of RES is the reduction of emissions
valued by the cost of emitting climate gases, which seemingly already is taken into account
by the value of reduced emissions.

 Loss variations are deemed as a benefit. However, we believe that the benefits regarding
losses are in reducing them and not in the variations.

Thirdly, it is important to try to make projects as comparable as possible in order to assess possible
alternatives and even priority between projects and the order in which projects should be finalized
in order to maximize European SEW. For the moment, the plans do not have any ranking or priority
of the different projects even though the value of the calculated Social Economic Welfare (SEW) for
each project gives an indication of such priority (i.e. projects with the highest SEW should be
implemented first etc.). However, for many projects there is a large uncertainty regarding e.g.
investment costs and hence the calculated SEW. Different methods for calculation and evaluation of
input data will also reduce the possibility to compare projects.

Fourthly, although there have been large improvements from the TYNDP 2012 process, the process
for TYNDP 2014 seems still primarily based on national plans instead of on the assessment of the
common European investment needs. Even with the calculations provided for 2014 there are still
large price differences in the system. This raises the question if the proposed projects actually give
the highest SEW for Europe as a whole or if there are still other projects that should be included into
the plan. As an example, the TYNDP analysis shows large price differences between the Nordic
countries and Continental Europe for all the different visions, even when large planned
interconnection projects are included. ENTSO-E should therefore in our view analyze further
increases of interconnection capacity between these areas and study and evaluate additional
interconnection projects. The TYNDP must in the end demonstrate that the proposed projects
actually give the highest social-economic welfare for Europe and that no other/alternative projects
would provide a higher social-economic welfare. Otherwise the project portfolio has to be adapted.
ENTSO-E must play an important analytical and advisory role using the top-down approach in order
to ensure consistency between the national plans and even more importantly point out projects of
European interest; even those with  limited national interests or even negative national interests.
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Generally, all bidding zone borders with regular congestions should be analysed in the Regional
Investments Plans by CBA on alternative investments (possibly also on other borders) to reduce the
congestions as far as possible in order to optimize social economical welfare gains.  Analysis should
be done based on the whole regional (or even wider) market benefits, including increasing power
transit possibilities and possible reduction of other, e.g. national, grid investment needs.

Cost allocation

Besides the CBA methodology, the subsequent possibility to conduct a cross-border cost allocation is
the key enabler for the development of a European grid infrastructure. We encourage that more
attention is devoted to the model for cross border cost allocation, so that the goal of reaching a cross
border cost allocation is not further stalled. Thus TYNDP should include a note on the principle
"beneficiary pays" with respect to regional distribution of the costs of cross border transmission.

Main bottleneck locations and typology

The section on bottleneck locations and typology should be more detailed. The bottlenecks are the
fundamental issue that is being addressed by the TYNDP, and EURELECTRIC encourages the TYNDP to
portray a detailed description of individual key bottlenecks and furthermore be much more specific
in the report in regards to assessing to what extent the suggested TYNDP investments will mitigate
the given bottlenecks and on which timescale. This way a much needed transparency on the
individual key bottlenecks is secured and ACER and the NRAs have a better understanding of which
bottlenecks are addressed to what extent on which time scale, leaving the NRAs a better basis for
assessing when further action in form of changing the congestion management regime is needed.

Financing of the projects

As the planned infrastructure will require major investments, a section on the how these
investments are to be financed would add value. For example, the principles of cost allocation
between customers (producers, industry consumers and household consumers) should be clarified.
The plans do not specify which factor (SoS, RES, increased consumption etc.) would be the prime
reason for each of the suggested investments. These are major issues in order to understand the
need for the investments and get public acceptance.

About 100 major investment needs

A clarification of wording is needed in the executive summary about the TYNP approach. It says that
“Through the construction of the scenarios, the four Visions assume that generation is sufficient to
balance load in all countries, i.e. addressing at a macroscopic level, security of supply concerns”. It
can be understood as a building of generation capacity in each country to balance the loads. Our
understanding based on the complete report is that generation capacity has been built in all
countries based on an estimated European demand, relying on sufficient interconnection support
between all countries. This could be rephrased as “to balance load in Europe for all countries, based
on sufficient interconnection support”.

Third party projects

Third party projects are included in the TYNDP for the first time. This constitutes an important step
forward. EURELECTRIC welcomes this and looks forward to the further development of the
procedures for inclusion of 3rd party projects as well as coordination regarding future procedures
regarding infrastructural requirements and for operational issues (such as ancillary services) for
enabling of cross border activities (of TSOs and market participants) for the provision of an adequate
level of security of supply. Also the coordination regarding grid architecture and the inclusion of
areas with huge storage potential might be optimised more efficiently.
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Reference to edge technologies and innovation

It is very positive that the report provides a part on edge technologies (p. 95-96). But it would be also
useful to refer to edge technologies and innovation in other parts of the electricity value chain
beyond transmission as they also have an impact on the grids and need for grid.

Regional Investment plans (RgIP)

General introduction

EURELECTRIC recognizes that the level of transparency and quality of methodology as well as results
have improved since the last TYNDP.

Four main electric peninsulas remain the same – which highlights the lack of progress

The regional concerns for interconnection in Europe have remained unchanged in the last ten years:
as before the lack of interconnection of the Iberian Peninsula as well as of the Baltic region is
preoccupying and further action has to be taken here. Indeed, the DC interconnection of the Baltics
with the Nordic countries have progressed considerably which is to be welcomed. Yet, the Baltic
interconnection with Central Europe remains negligible and Baltic internal reinforcements are still
only under construction or planning.

The Iberian Peninsula, central in RES capacities, sees in 2014 the opening of the Pyrenean
underground interconnector. But the capacity provided is still insufficient. It is thus necessary that
additional capacities are set up but, as in any other cases, in a cost-efficient way.

Other insufficiently interconnected areas are the UK/Ireland as well as Italy, as the TYNDP rightly
highlights (p.7 executive summary), referring to the ‘four main electric peninsulas’ in Europe.

Also future power balance of imports and exports of Germany based on generation adequacy needs
to be analyzed further. How credible is it that Germany will import in the future scenarios? Why is
the load factor for wind so low in the TYNDP? The power balance in Germany should reasonably be
revenues of only wind and solar power on many occasions and thus give rise to large export flows to
the surrounding countries. But EURELECTRIC does not see this portrayed in the model calculations.

Regarding EU climate targets, the TYNDP shows clearly that interconnections between Nordic
countries and Continental Europe  are of significant importance, both regarding the facilitation of
RES and reduction of CO2 emissions. In our view, regulatory steps should be taken in order to better
facilitate and secure the realization of important investments in the future planning of the European
power system.

Last but not least, Some information about transfer capacities between countries are provided in the
TYNDP 2014. However, this information is not sufficient and does not provide a comprehensive view
on the evolution of the net transfer capacities. The evolution of the net transfer capacities (even if
subjects to caveats) year after year, considering the proposed project portfolio, must be made
available to the stakeholders of the European transmission system.
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North Sea

 It might be more of a curiosity, but when comparing the calculations of emissions in the different
visions they seem to be different for Norway in the North Sea and Baltic Sea plans. In the North
Sea plan it also seems for some reason to be an emission increase for Norway in vision 4. There
might be a good explanation for this or there may be mistakes in the calculations or input data.

 For the ICs between Norway and UK there are two projects presented; NSI and NorthConnect.
Although NorthConnect is shorter than NSI (The TYNDP operates with 650 km for NorthConnect,
NorthConnect operates with a possible range of 560 – 650 km) the two projects operate with the
same range of investment costs € 1.300 – 3.000 million. Furthermore, the NSI project is planned
commissioned before NorthConnect. Hence, in the evaluation the TNDP anticipates a lower SEW
for NorthConnect project. While ENTSO-E seemingly has a policy of not ranking projects in the
TYNDP, it is actually done in the comments of specific projects. In this case the non-TSO project
NorthConnect is implicitly ranked lower. ENTSO-E should either rank projects properly and
transparently or not at all.

 Several projects operate with large differences in possible/anticipated investment costs, e.g. NSI
and NorthConnect etc. This creates a large uncertainty regarding potential future costs and SEW.
The reason for these rather large uncertainties should be explained and if possible reduced.

Baltic Sea

 The table on cost/benefit results for each project gives a fairly rough estimate of the costs but
fails to provide an aggregated estimation of the benefits. This is particularly relevant with respect
to one of the projects in the Nordics discussed since 1989, the strengthening of the Hasle cut
(project 67/402). Surprisingly for the market participants, this project has been cancelled or
delayed indeterminably with reference to unclear benefits. Probably higher later benefits (when
older Swedish nuclear units are decommissioned and the Hansa PowerBridge, project 176, is
realised) have not been discussed. There could be some improvement of the reporting, for
example by providing minimum to maximum ranges per project. In addition, a search for the
discount rate used in the calculations yields no result in spite of the fact discount rates are one of
the key factors in modern cost benefit analysis and thus can play a key role for the overall
profitability of a project.

 A lot of the projects (notwithstanding the subsea projects) are still planned as overhead lines.
However, the environmental disturbance of overhead lines as compared to underground cabling
is large. A fair amount of the projects proposed are delayed, none the least because of the
lengthy permitting procedures. Even if cabling may be more expensive, it may gain time and
advance the benefits of a project time-wise. In case of exceptional delays in projects mentioned
in previous TYNDP for example, cabling could be evaluated.

 In, Figure 5 of the executive summary, there seems to be a fairly large east-west flow in Visions
1&2 in the picture, not accounted for in the text and possibly based on too high assumptions on
Finnish and Baltic generation and imports from Russia. This kind of conclusions holds some extra
interest given the quite surprising deletion of the “Västlänken” project between Norway and
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Sweden and the further postponement of the new 400 kV line between northern Sweden and
Finland. Another issue connected to that area are the dynamic stability problems on the Oslo
fjord cut (west-east), when there are simultaneously exports to Sweden and high load in the Oslo
area. HVDC light technology might improve these stability issues and could lead to higher
available transmission capacity between NO1 and SW3. It could be interesting to take those
types of measures into consideration as well. And finally, the large east-west flow as mentioned
in Figure 5 in Vision 1 seems to result from big (9 TWh) net imports from Russia to Finland and
from high fossil capacity and generation in Finland, combined with new nuclear power in
Lithuania and Poland, as well as solid fossil fuel capacity in LV&LT. At least in a combination, all
these assumptions are not realistic.  Thus an opposite flow NO-SE-FI-Baltics-PL would be more
probable.

 In the discussion of capacity allocation methods, one of the proposed methods is the flow based
allocation method. If the Nordic synchronous zone was to adopt the flow based allocation
methods there would be more than 180 critical branches, i.e. some kind of bottlenecks. The
resolution of figure 42 does not in any way convey the kind of necessary resolution for the
stakeholders to participate in a serious discussion on other possible projects than those
proposed by ENTSO-E. It is especially surprising that in this figure no possible bottlenecks are
assumed for the Hasle cut (Southern Norway -Sweden) although this cut has in practice been
regularly congested even when full capacity has been in use.

 There should be at least two further projects to consider in an effort to manage the flows that
occur when countries around the Baltic Sea are increasing their share of wind power and solar
power: Sweden - Poland cable 2 and Sweden - Lithuania cable 2. Both cables should be in
operation by 2030. But the TYNDP does not refer sufficiently to these needs, as a result of
increasing variability and increased peak generation.

 Some of the maps are not legible. Therefore, links are provided to high resolution versions of the
maps and figures where this is the case, e.g. Figure 51. In addition, Figure 40 is unreadable and
should be replaced by a table and Figure 41 should be complemented by a table of actual use of
the connections.  Figure 52 includes a project between Denmark and Poland (project 166, under
consideration for year 2030), but this project is not included in the Figure 5-2 in the Community-
wide TYNDP report. It is not quite clear how cross-border projects are selected for Figure 5-2 to
have pan-European significance.

 Project 111 (3rd AC Finland-Sweden north) is further delayed, although this border is currently
highly congested towards Finland, and the investment could seem beneficial for both power
transit from northern Scandinavia to Baltics and Poland, export of increasing RES generation in
northern Sweden and Norway, and for security of supply in Finland. It could also reduce
investment needs internally in Sweden (project 126 and projects 93/895 and 104/398). Thus
another fast evaluation of project 111 should be prioritized (and the connecting Finnish internal
project 96) as the current internal Finnish grid reinforcement (project 64) is commissioned in
2016.
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Continental Central East

 Impact of the German energy transition: Development in the whole CEE region is considerably
dependent on the energy transition in Germany, both in terms of growth in the share of
production from RES and decommissioning of nuclear power plants and the related development
of transmission network in the north-south and northeast-southwest corridor. Due to the fact
that one third of projects of European significance is currently delayed to the original schedule,
serious concerns arise that it will be difficult to follow Germany's ambitious plans on changing
the fuel mix and significantly further increase the share of renewable energy (especially off-shore
wind) in the infrastructure area. Given the importance for the entire region, there should be a
clear correlation between the ability to connect other sources in northern Germany and
preparedness of infrastructure to transfer this production by the internal network to the point of
consumption concentrated in the south, without further worsening impacts of loop-flows to
neighboring operators.

Table 6-1 shows that only in Germany, more than 80% of all capital expenditure in the CEE region
(about 50 billion EUR) is to be spent. With regard to delays recorded in all countries of the region
where there are expenditures about one to two orders of magnitude lower in comparison with
Germany, this plan seems unrealistic in advance. In this context, it is necessary to relativize the
scenario 4, which is objectively unattainable without fundamental change in the attitude of
Member States to the authorization procedures for construction management.

Given the importance of this factor for the wholesale market in the CEE region, we recommend
to find a broad approach to take this discussion significantly into account and to develop a
bundle of measures by the relevant stakeholders to remove existing barriers and enable required
energy flows. That means also measures for the extension of the price area should be
considered.

 Strengthen the interconnection with Hungary: As follows from the analysis of ENTSO-E, another
key factor for market development in the CEE region is increasing interconnectivity of Hungary,
mainly between Hungary and Slovakia (projects 48 and 54) and also with Romania and Croatia.
With regard to the implementation of the market coupling project 4M, any increase in the
network transfer capacity (NTC) on the border of Hungary is major improvement and will
contribute to increased efficiency of interconnected regional market. It should be a priority for
NRAs and TSOs to avoid further delays in the implementation of the projects concerned.

 The description of the Polish network problems is unclear: The document mentions that the
internal problems of the Polish grid cause significant limitations on the total export and import
capacities of Poland and that these global constraints are further considered. But the report does
not contain any more detailed explanation regarding the Polish system which, for the sake of
transparency and significance, should be added.

Continental South West Region

 EURELECTRIC agrees with the insufficient cross border interconnection capacities and the
resulting investment needs. We appreciate that domestic projects are also mentioned (as
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congestion within Spain, 25% of projected investment costs have to go into domestic projects, p.
10)

 ENTSO-E regional group singles out (p 12) that even all projects are not sufficient for meeting the
2030 challenge- new projects are needed in interconnecting the Iberian peninsula and rest of
Europe. The major challenge is that grid development might lag behind 2030 RES penetration.

 As it is stressed in the report, interconnection between Spain and France is useful whatever the
scenario under the analysis is. In short, any interconnection capacity project would be proven
helpful to solve the problem of transmission adequacy. However, there are only two expensive
projects currently proposed: projects 16 & 182, consisting of two HVDC submarine lines, which
would have a great impact on transmission tariffs, and which are not deemed sufficient to cover
the capacity needs. As any alternative proposal would likely result in similar benefits, because it
is placed in the most critical area in the region, the evaluation and comparison of alternative
solutions could increase cost-efficiency greatly, therefore being very welcomed by stakeholders.
The most critical barrier in the CSW region could be social opposition. However, taking into
account that they could benefit from the particular advantages of PCIs to obtain the permits,
TSOs should consider new and reinforced overhead lines between France and Spain.

 ENTSO-E’s assessment of investment needs (p. 50) defines the need for new investment to
reinforce Spanish-Portuguese interconnection:

“Although the 2013 NTC values between Portugal and Spain (1800-2200 MW from Portugal
to Spain and 1800-2200 MW from Spain to Portugal) are higher than those between France
and Spain, some constraints still occur (in 2013 the congestion rate was 12%) and additional
investments are needed to achieve the main political goals established for reaching a
complete operational Iberian Electricity Market (MIBEL)”.

Despite the fact that the situation is not perfect, we do not see the same urgency for grid
investment as in the case of the border between Spain-France. Even though the congestion rate
in Spain-Portugal border was 12% in 2013, the price spread between both areas during these
congested hours was less than 1.5%.

EURELECTRIC believes that ENTSO-E should instead focus on Spanish-French border which suffers
from a structural market congestion between price zones (the congestion rate is 62%), and has a
very low value of interconnections. A definitive and decisive support is needed to reinforce this
interconnection and integrate the Iberian Peninsula in the European market.

 As far as financing of transmission grid development is concerned, ENTSO E points out that:

“In the CSW region, TSO´s financial ratios could deteriorate where remuneration is delayed
until the end of the construction or even further. This can prove to be meaningful given the
large size and recurrence of the TSOs’ investment effort. Transmission investments should be
remunerated during the construction phase, and not only since or even after the date of
commissioning, thus avoiding deteriorations in TSO´s financial ratios during the construction
period.”
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We disagree with this view. With a significant part of the investment already recouped, there will
be reduced incentives to deliver and set up high-quality infrastructure on time. It is however
important that investments will be remunerated as soon as they are completed.

Continental South East (CSE RgIP)

 This regional plan describes the investment needs and the associated planned projects for 2030
in the Continental South East (CSE) region, which covers Bosnia-Herzegovina, Bulgaria, Croatia,
Greece, Hungary, FYR of Macedonia, Montenegro, Romania, Serbia and Slovenia. Albania and
Turkey is also taken into account. It also provides information on monitoring the progress of
TYNDP 2012 projects which is valuable for all market participants in the region. The applied
holistic view of grid development, combining power transmission issues with environmental and
resilience concerns in the TYNDP 2014 contribute for the better appraisal of the projects. The
CSE RgIP depicts the insufficient electricity grid connecting South East Europe with Central
Europe. The implementation of new projects and the enhancement of cross-border
interconnections between the currently divided national systems is vital for the successful
implementation of the IEM.

 We welcome the approach of project assessment in terms of third parties impact in the CSE RgIP,
especially the sensitivity analysis of CSE region on Turkey’s electricity exchange balance. An
accurate examination of different scenarios for net exporting capacity development of Turkey is
quite important for detection potential outages and overloaded interconnectors and therefore it
contributes for more comprehensive assessment in the selection process of the most robust and
with the highest SEW value network projects in CSE region. This practice will be useful to
continue and to extend in the next edition of TYNDP.

 Reviewing the initiatives under Black Sea Corridor Project in the CSE RgIP, especially Bulgarian
ones, all of them are reported as delay due to a lack of funding. The Bulgarian system operator
reported financial losses for 2012, 2013 and for the first half of 2014 due to the poor regulated
transmission and access fees (two times lower transmission and access fees compared to the
period 1.08.2013-31.12.2013 resulted into 4 times higher financial losses for the 2Q 2014 than in
2Q 2013). The impaired company’s credit worthiness accompanied by a prolonged and still not
accomplished unbundling procedure of the system operator exposes to a risk and hampers the
projects fulfilment no matter how promising and beneficial can be these projects not only for the
RES integration in the Black Sea Region but also for the enhancement of internal market
integration. This illustration of financial and administrative capacity constraints concerning one
of the companies in the region is just an example that the bottom-up approach should be
carefully examined and implemented in the CSE region if we want successful projects
accomplishment.

 The legend box in the figures presenting yearly average marginal costs for all four Visions is not
easily readable due to a lack of indicating values for different shading of grey.
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Continental Central South

 The development of the German transmission system and of the Swiss-German
interconnection: The contribution of new and planned pumped storage power plants in the Alps
to balance the intermittent Renewable Energy Sources (RES) is strongly dependent on the
development of the German transmission network on the North-South corridor. The
development of the grid infrastructure to transfer the volatile energy, especially from off-shore
wind, to the flexible pumped storage plants should be a priority in order to consider relevant
scenarios for increasing the share of RES. Besides the increase of the German North-South
transfer capacity and the elimination of the respective bottlenecks, the resulting strengthening
of the interconnection CH-DE is of vital importance in this respect.

 The costs related to the energy mix evolution for each country and generation type in the
different scenarios considered should be provided in data tables and not only through graphical
representation (see Chapter 3.2). A higher level of transparency on these estimations would
allow a better understanding of the outcome of the market studies run by ENTSO-E and, in
particular, the results of the optimization of generation portfolios across borders. Moreover,
better transparency on these data would enhance the comparability between the assessment of
projects made within national investment plans and the CBA results provided in the TYNDP and
regional plans. For example, it seems from the CCS Plan that the generation marginal cost
differential between Italy and Montenegro, which influences the calculation of the CBA indicator
B2 (SEW) for the IT-ME interconnection (project 28), is at the maximum 10 €/MWh, depending
on the scenario considered. Yet, in the national investment plan of Terna2 this project shows a
Profitability Index (IP)3 of 2,2 which seems to imply a price differential between Italy and
Montenegro (PIT>PME) of about 30 €/MWh for twenty years. The assumptions taken into account
in the two plans do not seem to be consistent, thus increasing the uncertainty on the evaluation
of the real impact of this project also compared with other investments in interconnection
capacity. For this reason, EURELECTRIC claims a better coordination between the analyses made
in national and European/regional investment plans.

 As regards the identification of bottlenecks, we believe that they should be considered as such if
significant issues related to security of supply, RES integration or access to cheap generation are
at stake. On the contrary, in the current version of the CCS plan the results of the CBA of the
interconnection between Sicily and Tunisia (project 29), which is aimed to solve the bottleneck
identified between Italy and North Africa, does not seem to show significant benefits according
to the criteria identified by ENTSO-E. This seems to be especially true if those benefits are
compared to the much higher benefits generated by interconnection between European
countries or aimed at solving congestions within countries (e.g. in Italy). Therefore, we suggest
that in such case ENTSO-E identifies this area as a region of potential market integration between
the European market and third countries rather than as a bottleneck which needs to be solved
through specific investments.

2 Piano di Sviluppo 2014.
3 Index calculated as the ratio between benefits (monetized and discounted over a period of 20 years) and the
costs of a single project.
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 The results of the market studies shown in Section 3 of the Plan should be integrated with the
figures related to adequacy forecast in order to allow a better understanding of the need to
cover part of the annual national demand with foreign generation. In particular it would be
useful to clarify if this is due to generation adequacy problems or due to the availability of
cheaper generation resources located abroad.
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