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1 PURPOSE & OBJECTIVES OF THIS DOCUMENT 

1.1 PURPOSE OF THE DOCUMENT 

This document has been developed by the European Network of Transmission System 
Operators for Electricity (ENTSO-E) to accompany the draft network code on Capacity 
Allocation and Congestion Management (CACM) and should be read in conjunction with that 
document.   

It aims to inform responses to that document by providing interested parties with information 
about the rationale for approaches set out in the network code. In particular, it seeks to 
outline the reasons which led to particular approaches being specified in the network code 
and to explain the options which were considered and rejected. The document has been 
developed in recognition of the fact that a legally binding document inevitably cannot provide 
the level of explanation which some parties may desire.  

1.2 STRUCTURE OF THE DOCUMENT 

This document is structured as follows: 

 Section 2 introduces the legal framework within which the CACM network code has 
been developed. 

 Section 3 explains the approach which ENTSO-E has taken to developing the 
network code and outlines some of the challenges involved. 

 Section 4 discusses how the draft network code complies with the requirements of 
the Framework Guideline developed by the Agency for the Coordination of Energy 
Regulators 

 In section 5 we focus on the development of requirements regarding capacity 
calculation and the definition of bidding zones. 

 Section 6 discusses issues related to the Day Ahead section of the network code. 
 Section 7 focusses on the intraday section of the network code. 
 Section 8 focusses on issues relating to firmness, the distribution of congestion 

income and the recovery of costs. 
 Finally section 9 briefly summarises next steps. 

The document contains two appendices: 

 Appendix 1 includes a comprehensive list of Frequently Asked Questions, relating to 
each aspect of the network code.  These questions provide an insight into the 
reasons for many of the options which are included in the network code.  

 Appendix 2 contains a detailed table showing how each element of the Framework 
Guideline is reflected in the draft network code. 

We hope that the information contained in this document will allow interested parties to 
understand the challenges involved in developing the CACM network code and will gain an 
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insight into many of the issues which have been discussed within ENTSO-E and between 
ENTSO-E and interested parties.  We urge respondents to carefully read the information in 
this document before submitting their responses.  

1.3 LEGAL STATUS OF THE DOCUMENT 

This document accompanies the network code on CACM but is provided for information only. 
Therefore it has no binding legal status. 

1.4 RESPONDING TO THIS CONSULTATION 

Responses to the consultation on the CACM network code are requested by the 23 May 
2012.  All responses should be submitted electronically via the ENTSO-E consultation tool. 
Responses submitted via other means will not be considered. A short guide to using the 
consultation tool is also available. 

1.5 INVITATION TO WORKSHOPS 

We would also like to invite interested parties to a workshop on the 7 May 2012 to discuss 
the CACM network code. The workshop, to be held at ENTSO-E’s Brussels premises, will 
provide an opportunity for different interested parties to raise issues and ask questions 
regarding the network code.  Should you wish to attend the workshop please contact 
Ana.Pravica@entsoe.eu.  

A second workshop will be scheduled after the closure of the consultation period. This will 
provide an opportunity to summarise responses and for ENTSO-E to discuss the steps which 
will need to be taken to reflect comments in a final document.  
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2 PROCEDURAL ASPECTS 

2.1 INTRODUCTION 

This section provides an overview of the procedural aspects of network code development.  
It explains the legal framework within which network codes are developed and focusses on 
ENTSO-E’s role within it.  It also explains the next steps in the process of developing the 
CACM network code.  

2.2 THE FRAMEWORK FOR DEVELOPING NETWORK CODES 

This network code has been developed in accordance with the process established within 
the Third Energy Package (Regulation EC 714/2009).  The legislation creates ENTSO-E and 
the Agency for the Coordination of Energy Regulators (ACER) and gives them clear 
obligations in developing network codes.  This is shown in the diagram below. 

 Figure 1: ENTSO-E‘s legal role in network code development 

 

Source: ENTSO-E 

 

This framework creates a process for developing network codes including ACER, ENTSO-E 
and the European Commission.  This is shown below. 
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Figure 2: Overview of the network code development process 

 

Source: ENTSO-E 

As discussed in detail later in this document, the CACM network code has been developed 
by ENTSO-E to meet the requirements of the Framework Guideline developed by ACER.  
ENTSO-E was formally asked to begin work on the CACM network code on  19 September 
2011.  The deadline for the delivery of a code to ACER is the 30 September 2012.  

2.3 NEXT STEPS IN THE PROCESS 

ENTSO-E is now consulting on a draft CACM network code.  We encourage parties to 
submit comments and to provide proposals for addressing any concerns they see with the 
existing draft.  ENTSO-E will carefully consider all comments which are provided and will 
update the network code in light of them.  The way in which we intend to amend the code will 
be outlined in the July workshop mentioned above.  Following agreement and approval within 
ENTSO-E, the network code will be submitted to ACER on or before the 30 September 2012 
deadline. 

ACER will then assess the network code to ensure it complies with the Framework Guideline 
and will make a recommendation to the European Commission.  Assuming the European 
Commission agrees with the recommendation, they will then begin the process of 
Comitology.  This process will transform the network code into a regulation.  The regulation 
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will be legally binding on all parties and will have direct effect (i.e. it will not need to be 
transposed into national law).  
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3 SCOPE, STRUCTURE & APPROACH TO DRAFTING THE 

CACM NETWORK CODE 

3.1 INTRODUCTION 

In this section we briefly introduce the EU Target Model for Market Integration, discuss the 
scope of the CACM network code, and discuss the approach which ENTSO-E has taken to 
drafting the network code. 

3.2 THE EU TARGET MODEL FOR MARKET INTEGRATION 

In many ways the CACM network code represents the culmination of a long period of work 
involving the European Commission, ACER, TSOs, national regulators and stakeholders to 
develop a single market model for Europe. The so called EU Target Model proposes a 
market design for each timeframe (i.e. forward markets, day ahead and intraday markets) 
and a coordinated approach to capacity calculation. Consensus around this model has been 
achieved through extensive discussions among policy makers and stakeholders (e.g. via the 
Project Coordination Group1).  

In December 2009 the Electricity Regulatory Forum (also known as "Florence Forum"), 
chaired by the European Commission and composed of all member states and relevant 
stakeholders, endorsed the establishment of the European Target Model for congestion 
management in the electricity market. This work, continued in 2010 through the Ad-Hoc 
Advisory Group to ERGEG, has constituted one the main basis for the Framework 
Guidelines on Capacity Calculation and Congestion Management.  The European Target 
Model is shown in the figure below.  

  

                                                 
1 In 2008, ERGEG established a Project Coordination Group of experts, with participants from EC, Regulators, ETSO, Europex, 
EURELECTRIC, and EFET with the tasks of developing a practical model to harmonise interregional and then EU-wide 
coordinated congestion management. 
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Figure 3: The EU Target Model  

 

 

For Capacity Calculation, the target model foresees that European TSOs establish 
coordinated methodologies to calculate Available Transfer Capacity (ATC). For the Day-
Ahead and Intraday timeframe Flow-Based methodology should be preferable, provided 
there is evidence that can deliver higher efficiency. 

Regarding the Forward Market, which refers to timeframes prior to the day-ahead phase (e.g. 
monthly, quarterly, yearly, multi-yearly periods), the target model generally prescribes that 
transmission capacity should be allocated in explicit auctions via Physical Transmission 
Rights (PTRs) with "use-it-or-sell-it" principle or via Financial Transmission Rights (FTRs). 
However, where liquid financial markets allow efficient cross-border hedging, products like 
Contracts for Differences (CfDs) may be sufficient. 

The target model for the Day Ahead market is based on implicit auctions, which means that 
cross-zonal capacity is allocated implicitly with the matching of the most competitive energy 
bids and offers. This process is commonly known as Market Coupling. More in detail, it was 
agreed that the target model should be based on a single price coupling EU algorithm (Price 
Coupling). 

In the Intraday market, where market participants trade energy to adjust their positions after 
the day-ahead market phase and before the balancing market, the target model also 
prescribes implicit allocation of capacity. However, unlike the day-ahead market, this should 
be based on continuous trading rather than auctions. Reliable pricing of scarce capacity 
complements the target model, while regional auctions can be implemented where 
appropriate (see Chapter 7). 
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In respect of the Balancing timeframe, while the long term solution foresees TSO-TSO model 
with a common merit order, its features and interim models are still part of the ongoing 
discussions around the Framework Guidelines on Balancing, expected later this year. 

3.3 SCOPE OF THE CACM NETWORK CODE 

As mentioned above, the Pan-European market which ENTSO-E, the European Commission 
and stakeholders are working to create will involve markets across timeframes. This will 
begin with forward markets and end with cross-border balancing markets, as shown below. 

Figure 4: Scope of network codes in the market areas 

There are a series of issues which will underpin the efficient operation of each of these 
markets.  This is shown below. 
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 Coordinated Capacity Calculation; 
 Firmness & congestion income sharing rules; and  
 Cost recovery arrangements.  

Within the next year ENTSO-E will begin work on developing rules for forward and balancing 
markets.  These network codes will complement those the CACM network code and provide 
a single set of pan-European market rules covering all timeframes.  The goal is to have these 
rules in place by 2014. 

3.4 INTERACTIONS WITH OTHER NETWORK CODES 

The CACM network code is one of several codes being developed by ENTSO-E.  There are 
interactions between the CACM network code and a number of these documents: 

 The network code on operational security – The network code on operational security 
will set out the technical basis for operating the European power system.  The 
requirements of this network code will have a significant bearing on the way capacity 
is calculated (for example the calculation of the reliability margin). 
 

 The network code on forward markets – The framework guideline on CACM covers 
forward markets. However, the letter from the European Commission to ENTSO-E 
which invited ENTSO-E to begin drafting the CACM network code, stated that forward 
markets should be considered at a later date. Scoping work has started within 
ENTSO-E and we expect to begin developing a network code in October 2012. 
 

 The network code on balancing – Balancing was not part of the EU Target Model but 
is an important aspect of creating a well functioning pan-European market. ACER is 
currently developing a framework guideline on balancing and ENTSO-E has 
conducted significant scoping work.  This includes issuing position papers on a mid-
term model for cross border balancing and on reserving capacity to facilitate cross 
border exchanges of balancing energy2. ENTSO-E expects to be asked to develop a 
network code in late 2012.  Given the very close interaction between balancing and 
the CACM code, particularly regarding the calculation of capacity and the design of 
intraday markets, it is important that the CACM network code is equipped to ensure 
consistency with the future work on the balancing network code. 

As a result of these interactions, the issue of change management is critical.  While ACER is 
working on this issue, changes will need to be made using the established Comitology 
processes.  As such, there is a strong likelihood that changes will need to be made to the 
CACM network code when the balancing, forwards and/or operational security network 
codes have been developed and are also taken through the Comitology process.  

                                                 
2 How a mid-term target model for balancing energy can deliver efficiency benefits and stimulate future 
Integration, January 2012. Available at: 
www.entsoe.eu/fileadmin/user_upload/_library/position_papers/120228_Mid_Term_Model_Balancing__final_.pdf 
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ENTSO-E is also developing network codes on Requirements for Generators3 and on 
Demand Connection 4.  We have not identified direct interactions between the CACM network 
code and these documents.  

3.5 CHALLENGES IN DEVELOPING THE CACM CODE 

The CACM network code is the second network code to be developed by ENTSO-E.  The 
network code was originally three separate codes, though discussions between the 
European Commission, ACER and ENTSO-E eventually determined that a single document 
would prove more efficient and accessible to stakeholders.  

The process of developing a network code is challenging for many reasons: 

o There is little or no precedent for setting out a single set of electricity market rules. 
This means there are challenges in developing the right approach to drafting and 
engaging with stakeholders, as well as in getting the detail right.   

o The detail and level of development of existing approaches to capacity allocation and 
congestion management differ markedly between countries and regions of Europe. 
The code needs to facilitate ongoing projects where they exist and provide 
momentum to develop markets where none exist.  

o The pace of change in the sector is rapid.  The network code must facilitate and 
promote market integration and avoid the risk that it has unintended consequences 
(particularly as change processes are lengthy) or constrains progress at regional 
level.  

o The network code covers many very detailed aspects of market rules, including 
having a significant impact on the activities of players in the sector and on existing 
market rules.  

In light of these challenges, ENTSO-E needed to develop a proportionate approach to 
developing the CACM code.   

3.6 APPROACH TO DRAFTING 

An immediate challenge for the code involved the appropriate approach to drafting. This 
challenge can be summarised as follows: 

o If the code is overly detailed and prescriptive it could constrain present or future 
developments at regional level or create issues if a particular element of the code 
needs to be amended. 

o If it is too general then there is a risk that the overarching objective of promoting the 
completion of the European market would not be given the boost the codes are 
intended to deliver. 

                                                 
3 www.entsoe.eu/resources/network-codes/requirements-for-generators 
 
4 www.entsoe.eu/resources/network-codes/demand-connection 
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As the Framework Guideline does not cover this issue, ENTSO-E needed to determine an 
approach which was appropriate in each area. This involved making trade-offs between the 
issues raised above – which we have sought to do in each area in light of precedents which 
exist, the scope for further change in the area and the importance of the subject.  

3.7 DEVELOPMENT OF THE CODE WITHIN ENTSO-E 

The development of the network code within ENTSO-E has been led by three drafting teams.  
These teams have been tasked with the responsibility of developing the detailed sections 
relating to Capacity Calculation, Day Ahead trading and Intraday trading. The teams have 
sought to work together to ensure consistency and ENTSO-E’s Market Integration Working 
and Market Committee have provided an overseeing role.  Ultimately, the ENTSO-E 
Assembly, which represents all TSOs, has approved the publication of the attached draft 
network code. 

3.8 WORKING WITH STAKEHOLDERS 

The legally binding nature of network codes means that they can have a fundamental 
bearing on market participants‘ businesses.  As such, ENTSO-E has sought to engage with 
stakeholders at an early stage. 

Our approach to stakeholder engagement has involved the following: 

 Creating a stakeholder group comprising a series of pan-European organisations 
which could advise on the network code and communicate progress to members. 

 Providing regular updates and publishing relevant information via the ENTSO-E 
website. 

 Holding bilateral meetings with interested parties and providing information via 
conferences and presentations. 

 Asking each ENTSO-E member TSO to engage with stakeholders at a national level 
to provide information about the CACM network code.  

We would like to thank representatives from Europex, EURELECTRIC, EWEA, IFIEC, CEFIC 
and EFET, as well as colleagues from ACER, CEER (and the individual national regulators) 
and the European Commission, who have been participating in a stakeholder group. The 
group has provided a valuable critique or proposals and suggested alternative solutions in 
many cases.  We would particularly like to thank Europex for their detailed engagement on 
the design of the DA and ID network code. Discussion with the stakeholder group will 
continue after the launch of the public consultation 

As we mentioned in the introduction, we will be holding two open workshops to allow 
interested parties to raise questions and clarifications during the consultation and to provide 
information on next steps once the consultation has closed.   
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3.9 THE INTERACTION WITH THE GOVERNANCE GUIDELINE 

The development of the CACM network code is taking place at the same time as the 
European Commission is developing a Governance Guideline5.  There are significant 
interactions between the two documents (particularly regarding the Day Ahead market, and 
potentially also the Intraday market). The European Commission’s consultation states:  

No sufficiently concrete legislation has been in place setting requirements and determining 
responsibilities for implementing the target model. This situation will now change when the 
network codes are developed. The network code on capacity allocation and congestion 
management will define the high-level technical and business process requirements of 
market coupling, as well as determining indicative deadlines for implementation. However, 
the allocation of roles and responsibilities in market coupling will need regulatory guidance. 

ENTSO-E will continue to carefully monitor progress of the European Commission’s 
consultation and will continue to work closely with the Commission.  The results of the 
consultation will be reflected in the final version of the network code to avoid duplication and 
ensure that roles and responsibilities in the network code are assigned in a manner 
consistent with the Governance Guideline.  

3.10 THE USE OF A FUNCTIONAL APPROACH 

The network code has been drafted using what we call a functional approach.  That is, we 
have defined a series of functions which need to exist within each market or process.  We 
have then specified the rights and obligations which the entity performing the function must 
meet.  However, we have not, in all cases, specified which party will perform the function.  
This is because: 

 In different parts of Europe different parties perform different roles and it is not 
possible to state unambiguously that one party should always perform a given role. 

 As discussed above, the European Commission is currently consulting on the 
appropriate Governance of the Day Ahead (and potentially Intraday) electricity market 
and the network code therefore needs to be flexible enough to respond to the 
outcome of this consultation. 

 Ultimately we consider that it is for Member States to determine the party or parties 
that should undertake a particular role.  

We recognise that the functional approach introduces some additional complexity.  However, 
we consider that it is justified given the reasons above. We hope and expect that the final 
version of the network code will be able to provide more clarity as the Governance Guideline 
will be more developed.  

  

                                                 
5 In November 2011 the EC launched a public consultation on the governance framework for the European day ahead market 
coupling. See: http://ec.europa.eu/energy/gas_electricity/consultations/doc/20120229 market_coupling.pdf 



 

Page 16 of 71 

ENTSO-E AISBL  •  Avenue Cortenbergh 100  •  1000 Brussels  •  Belgium  •   Tel +32 2 741 09 50  •  Fax +32 2 741 09 51  •  info@entsoe.eu  •  www.entsoe.eu

European Network of 
Transmission System Operators 

for Electricity 

 

DRAFT CACM NETWORK CODE – SUPPORTING DOCUMENT 

4 RELATIONSHIP BETWEEN THE NETWORK CODE & 

FRAMEWORK GUIDELINE 

4.1 INTRODUCTION  

Parties are aware that the Framework Guideline on Capacity Allocation and Congestion 
Management6 provides the guideline against which the network code has been developed. 
This section demonstrates how the various elements of the network code relate to particular 
areas of the framework guideline.  It also highlights the very small number of cases in which 
a part of the FG has not been transposed into the network code and explains the reasons for 
this. 

4.2 RELATIONSHIP BETWEEN THE NETWORK CODE AND FRAMEWORK 

GUIDELINES 

In developing the CACM network code, ENTSO-E has sought to comply with the 
requirements of the Framework Guideline.  The table in Annex 2 provides a detailed 
assessment of the extent to which the draft CACM code meets each of the requirements of 
the framework guidelines. We would particularly welcome comments on any areas in which 
stakeholders consider the code does not meet the requirements of the framework guideline. 

4.3 DEVIATIONS AND OMISSIONS 

There are a very small number of areas in which we are aware that the network code does 
not absolutely meet the framework guideline: 

 Deadlines for implementation - The Framework Guideline states that the CACM 
Network Code(s) shall set out deadlines for the implementation, for the different 
timeframes and across the European Union, of the target model for CACM as defined 
in these Framework Guidelines, with 2014 as the overall deadline for the completion 
of the Internal European Market. Given that ACER is currently developing a series of 
cross regional roadmaps and recognising the European Commission’s role in setting 
energy policy objectives, we do not consider it appropriate for ENTSO-E to specify a 
series of deadlines for implementation in the network code. As such, this is an issue 
which has not been directly addressed. 
 

 Force Majeure – The framework guideline requires the network code to contain a 
definition of Force Majeure and provides a series of principles which this definition 
should encompass.  However, we are not convinced that the proposal is applicable to 
a network code (it seems better suited to a contract) and we have concerns about 
seeking to define Force Majeure.  Having considered existing precedents within 

                                                 
6 Framework Guidelines on Capacity Allocation and Congestion Management for Electricity – 29 July 2011. Available at: 
http://www.acer.europa.eu/portal/page/portal/ACER_HOME/Public_Docs/Acts%20of%20the%20Agency/Framework%20Guideli
ne/Framework_Guidelines_on_Capacity_Allocation_and_Congestion_M/FG-2011-E-002%20(Final).pdf 
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European law, we are not aware of any pieces of legislation which provide a definition  
in addition there are also cases in which some member states have more onerous 
definitions of Force Majeure (or Emergency Situations) than others.   We also note 
that a recent European Commission report on TSO liability concluded that it wasn’t 
possible to robustly define Force Majeure.  As such, we currently include information 
in the recitals section but propose no formal definition.  We would welcome views 
about how a definition can be developed.  

A small number of issues which are not in the Framework Guideline appear in the network 
code: 

 The distribution of congestion income – The market coupling activities described in 
the network code may lead to congestion incomes being generated.  The framework 
guideline does not specify that provisions for allocating this income between countries 
should be included in the network code.  However, recognising that stakeholders, 
including the European Commission, have called for such arrangements to be 
considered, ENTSO-E has proposed a process and set of principles for developing 
congestion income sharing arrangements in future.  We have not, however, set out a 
detailed methodology or sharing key in the network code and consider that this will 
require significant work to develop.  
 

 Cost recovery – The framework guideline does not include the issue of how costs 
related to the market coupling function should be covered.  Having explored the issue 
with stakeholders and regulators, the draft CACM network code contains a section on 
cost recovery.  We consider that this is important in providing clarity to various parties 
on how costs will be treated, without constraining the existing powers of National 
Regulatory Authorities to make decisions consistent with the regulatory regime in the 
country in which they operate.  

We would particularly welcome comments on any areas where stakeholders consider that 
the requirements of the framework guideline have not been met.  
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5 CAPACITY CALCULATION 

5.1 INTRODUCTION 

This section discusses issues covered within the Capacity Calculation section of the network 
code. This includes issues related to the calculation of capacity and to the definition of 
bidding zones.  

The capacity calculation process is complex.  This section does not seek to outline it in 
detail.  However, it outlines a number of areas in which key decisions have been made and 
discusses a number of key elements of the process. Tutorials on capacity calculation can be 
found in the final report of the AHAG Capacity Calculation Project7. 

5.2 WHAT EXISTS TODAY? 

At present in Europe some coordination among System Operators in Capacity Calculation 
exists. For example, in Continental Europe common grid models have been developed and 
exchanged between System Operators for congestion forecast purposes. Time frames have 
included D-2 and D-1 forecasts.  

Usually each System Operator has calculated the capacities on its interconnectors in 
coordination with its neighbouring System Operator and regional capacity calculation has not 
been common practise. 

System Operators have historically applied the NTC method to calculate capacities.  The 
method has required modifications especially in case of highly meshed networks, where 
capacities of interconnectors have mutual influences.  

Bidding zones have usually been aligned with Member State borders. However, there are 
some countries in Europe, e.g. Norway, Sweden and Italy, where several bidding zones 
currently exist.   

5.3 THE CAPACITY CALCULATION PROCESS  

The capacity calculation process will be coordinated among System Operators. This means 
that individual grid models prepared by each System Operator will be merged into a single 
European grid model. This Common Grid Model will include relevant parts of European grids 
with forecasted production and consumption patterns for each Market Time Unit. For Day-
Ahead market this implies 24 scenarios, where the capacities will be defined. Capacities will 
be calculated at minimum on regional level applying Common Grid Model. Each System 
Operator will validate the results of capacity calculation before capacities are sent for 
allocation in different time frames. The figure overleaf shows Coordinated Capacity 
Calculation process.   

 
                                                 
7 AHAG Capacity calculation project.Synthetic document and main achievements, 2 March 2011. 
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Figure 5: Coordinated Capacity Calculation Process  

   

 
 
 

 

The figure above shows whether the respective actions are performed on a System 
Operator, a regional or a European level. The actions requiring the most coordination and 
harmonisation are the building of the Common Grid Model followed by the actual capacity 
calculation together with the allocation. Capacity calculation and allocation have to be 
performed for the same regions.  

Capacity calculation shall be done at least on a regional basis. Having a unique European 
capacity calculation at the entry into force of this code is not possible. However, there is a 
target to merge Capacity Calculation Regions in the future. 

Individual grid models are built on System Operator level using the input from stakeholders 
(TSOs, DSOs, Generators, traders, consumers). Furthermore, validation or calculation 
results is performed on System Operator level, as the System Operators are the responsible 
parties for network security and can best assess the quality and correctness of the capacity 
calculation results.  

5.4 CAPACITY CALCULATION METHODS  

The Network Code allows using either Flow Based (FB) or Coordinated NTC Method for Day 
Ahead and Intraday timeframes. The NTC method is well‐known as it has been applied from 
the early days of market liberalization. The FB method is not yet in operation and it can be 
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only evaluated based on the theory and the first experimentations of dry runs in some 
regions.  

Coordinated NTC method is based on the principle of assessing and defining ex-ante a 
certain level of maximum commercial exchange capabilities for each border between bidding 
zones. This is done by increasing the power flow within Common Grid Model to the point 
where any further increase would result in a violation of security limits in one or both bidding 
zones under consideration. This power flow sets the maximum capacity on the 
interconnections between the bidding zones. 

Development of the FB method has been stimulated by recent evolutions of the 
interconnected power systems. The FB method results in a physical margin on each critical 
grid element and an influencing factor instead of one aggregated margin by NTC method. 
Thus the FB method is able to tackle, in short time-fames and in highly meshed grids, more 
phenomena than NTC method, i.e. the method can account for interdependency of all power 
flows in a meshed grid by using so called Power Transfer Distribution Factors (PTDF), which 
estimate the influence of any zone‐to‐zone transaction on a particular grid element. However, 
the method is restricted to transactions in the considered capacity calculation region implying 
that the larger the considered region is the better the FB method performs.  

Experiments until today, applied to short term capacity calculation, seem to give advantage 
to FB method in terms of efficiency as compared to coordinated NTC, but more 
experimentation with real data is needed before implementation in market environment. 

5.5 BIDDING ZONE CONFIGURATION  

Secure power system operation requires that network congestion is handled in the short term 
and, preferably, involves defining bidding zones to align with these congestions. In defining 
bidding zones overall market efficiency and future grid and generation investments needs to 
be considered.  

A process to review bidding zone configuration, in a coordinated way, taking into account the 
impacts in neighbouring bidding zones (or Member States), has not yet been done in Europe. 
However, market integration and increasing amounts of renewables deployed in the grid 
request such coordinated process to ensure overall market efficiency without endangering 
system security.  ENTSO-E considers that a coordinated process to study, propose and 
validate new bidding zone configurations shall be limited to cases where strong evidence of 
such coordination need exists. 

ENTSO-E proposes a two-step approach on the bidding zone configuration: 

 A biennial report on current bidding zone configuration in order to identify if there is 
need to launch a regional process to study new bidding zone configuration, and  

 A regional study to identify new bidding zone configurations.   

The regional study will result proposal on bidding zone configurations. Stakeholders will be 
consulted on this proposal before the proposal is set for the National Regulatory Authority 
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approval. ENTSO-E proposes that National Regulatory Authorities use same criteria in 
assessing the proposal as System Operators apply in studying new bidding zone 
configurations.  

5.6 KEY DECISIONS AND ISSUES 

The reliability margin 

Capacity values made available to the market shall ensure that the activities of market 
participants will not endanger system security in occurrence of unexpected/unintended 
situations in the system. As capacity calculation is done ahead of the real time, System 
Operators have to predict system conditions at the time for which the capacity calculation 
applies. The accuracy of these predictions is dependent on the quality of the input data and 
information. However, there will always be uncertainty which will result in variability between 
the predicted and actual system conditions which must be allowed for in the Capacity 
Calculation. This is achieved by including a Reliability Margin in the capacity provided to the 
market. It has been decided to include only capacity calculation component of Reliability 
Margin in the Code. Component related to real time will be addressed in Operational Security 
Network Code.   

Remedial actions 

Remedial Actions are planned countermeasures that can be activated to relieve congestions 
within the grid. The remedial actions applied to capacity calculation result in an efficient 
optimisation of capacities. Therefore, there is a need to describe and define remedial actions 
and have rules stating how and when they can be used in the capacity calculation. 

System Operators shall develop coordinated rules for the utilization of remedial actions. 
These rules shall define how the System Operators will liaise with each other on the use of 
remedial actions both ahead of and during real time. Remedial action usage in capacity 
calculation shall be compatible with the Operational Security Network Code.  Remedial 
actions may be non-costly (e.g. network topology changes) or costly (e.g. redispatching 
/countertrading). It has been decided that non-costly remedial actions will be used during 
capacity calculation. However, if costly remedial actions will be used, the principles of usage 
will be defined including also cost recovery.  

Generation Shift Keys (GSK) 

In proper capacity assessment the expected running order of generation units is needed. 
This is achieved by Generation Shift Key (GSK). The GSK will be applied to translate 
generation pattern into power flows across bidding zone borders in order to calculate 
maximum allowed power flows. Physical injection/off‐take locations affect power flows across 
bidding zones, and the GSKs are needed to transform any change in the balance of one 
control area into a change of injections in the nodes of that control area. The estimation of 
GSKs will be done by System Operators with input from generating units relevant to the 
capacity calculation.  This input is needed to improve the accuracy of capacity calculation 
compared to the current situation, where assumptions for GSKs are made by the System 
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Operators.  This input for GSK should include information related to the availability of 
generation units and information to enable System Operators to forecast the output of a 
generator.   

Operational security constraints 

The transmission system security assessment is based on fulfilment of N‐1/N-x criterion. This 
implies that a loss of a system element shall not cause violations of operational limits of other 
components. 

Dimensioning the system for all possible events, even those with very low probability of 
occurrence, would lead to very high costs. System Operators are requested to fulfil their 
duties efficiently. This implies that System Operators have to develop an efficient risk policy 
to operate the power system. This efficient risk policy takes into account the probability of 
system failures, and their consequences and finds an acceptable trade‐off between costs 
and level of security, respecting requirements for operational security to be set in Operational 
Security Network Code.  

Transparency 

In order to ensure proper market functioning, relevant information for market participants 
shall be published. Relevant information includes e.g. description of capacity calculation 
methodology, forecast of available transfer capacity between bidding zones, available 
capacities for particular allocation time frame and its usage. The information includes also 
effect of planned outages and ex-post information on realised values. Details of relevant 
information will be described in the future Comitology Guidelines on Fundamental Electricity 
Data Transparency (FEDT). The FEDT defines minimum level of transparency.  

However, some detailed information closely related to System Operators' responsibilities 
(e.g. system security and critical infrastructure issues) may be available only for National 
Regulatory Authorities.   

ENTSO-E proposes to report every two years on the performance of Capacity Calculation in 
order to indicate needs for amendments to Capacity Calculation. 
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6 THE DAY AHEAD ELECTRICITY MARKET 

6.1 INTRODUCTION AND OVERVIEW 

Chapter 4 of the draft network code deals with issues related to the Day Ahead Electricity 
Market.  This section outlines the rationale for the decisions included in this section and 
provides a short overview of Day Ahead Market Coupling. 

6.2 WHAT IS DAY AHEAD MARKET COUPLING? 

Market coupling is the method by which Day Ahead energy prices and volumes for each local 
market are calculated by gathering all Day Ahead bids and offers (collectively termed orders 
in the network code) in the different local markets in order to match them at European level 
on a marginal pricing basis. The aim of this process is enhancing competition in the Day 
Ahead market through the matching of the most competitive orders in Europe subject to 
available interconnection capacities which are being implicitly allocated. In this sense, market 
coupling will lead to a progressive decrease of energy price differences between local 
markets as their interconnection capacities are increased. This is shown in the diagrams 
below.  

Figure 6 (a), (b) and (c): Evolution of price differences with interconnection capacities 
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(b) Coupled markets with scarce interconnection capacity 
 

 

(c) Coupled markets with enough interconnection capacity 
 

 

 

Market coupling has been defined by the Agency for the Cooperation of Energy Regulators 
(ACER) as the capacity allocation method for Day Ahead timeframe with the aim of enabling 
an efficient European wide price formation and an efficient use of the transmission grid 
through strong interactions between local markets. The Day Ahead chapter of the CACM 
network code aims at establishing a common set of rules which can be applied across 
Europe in order to promote market coupling. 

 

6.3 WHAT EXISTS TODAY? 

There has been good progress in implementing the target model on a voluntary basis in 
North Western Europe (NWE) and Central West Europe (CWE) and as bilateral projects on a 
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well as in the Czech Republic and Slovakia. The power exchange led project, termed Price 
Coupling of Regions (PCR), is working on developing an algorithm that enables a European 
wide day-ahead market coupling.  

However, implementation arrangements in these coupling projects are different. Joining 
these market coupling initiatives in a single coupling and extending the coupling to cover the 
whole Europe is likely to need a European framework because of multiple jurisdictions and 
different regional implementations.  

The aim of the network code is to establish a framework which promotes convergences 
among existing projects and promotes development in areas where coupling initiatives have 
not yet developed.  

6.4 THE DAY AHEAD PROCESS 

The day ahead market coupling process set forth in the CACM network code uses a 
functional approach. This approach is for example used in the IT domain to explain complex 
business processes. Its virtue is the logical alignment of all relevant roles and functions 
without having the need to assign them to actors in advance. 

The diagram below depicts the standard day ahead market coupling process. For the sake of 
clarity the function of System Operator (SO) is assigned to Transmission System Operators 
(TSO). All functions, such as Central Counter Party (CCP), are exclusively assigned to an 
institution. In line with the CACM network code the Market Coupling Operator (MCO) is not 
assigned to an institution (either PXs, TSOs or third entities). Functions which are highlighted 
in italic are optional and will not be described further in this chapter. Functions in bold are 
essential for the default process and will therefore be further described below. Fallbacks are 
with respect to the default process not included. The day ahead process is divided into the 
pre-coupling, the coupling and the post-coupling phases.  
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Figure 7: The Day Ahead process 
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Ahead market coupling is highly dependent on the algorithm used to match orders. That 
algorithm needs to be capable of meeting clear objectives, of processing bids and offers from 
market participants within local markets, of dealing with a series of constraints specified by 
TSOs and of merging bids and offers to produce a series of outputs.   

In this sense, the Price Coupling Algorithm has to meet the following objectives: 

- Orders collected in the various bidding zones should be accepted such that the 
economic surplus across the entire market coupling region is maximised 

- When orders are transferred across bidding zones their overall amount must not 
exceed the cross zonal capacities between these zones  

- Likewise, accepted bids have to comply with other network constraints specified by 
system operators. 

- The results of the price coupling Algorithm have to be available at a certain time 
specified by System Operators as a requirement to the price Coupling Algorithm.  

- While orders may be treated different for economically justifiable reasons there 
should be no undue discrimination between them. Inhomogeneous treatment might 
e.g. result from accepting multi-hour orders (“block bids”). While the acceptance of 
such orders may seem to be economically inappropriate for certain individual hours it 
can still maximize the overall economic surplus over the entire day. 

Figure 8: High level overview of the Price Coupling Algorithm
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- In order to meet these objectives they have to be included in the Algorithm together 
with outputs from the capacity calculation process. These outputs are essentially 
capacities between bidding zones or PTDF factors. 

The Price Coupling Algorithm should then process inputs and considers the objectives such 
that the following outputs are produced: 

- Clearing Prices for each bidding zone. These prices are equal to the price of the 
highest accepted selling order. In order to meet its demand the price of this “last” 
selling order must equal the lowest accepted purchasing order. 

- Net Positions for all bidding zones. The Net Position is netted sum of all exports and 
imports to other bidding zones.  

- Cleared orders which are the orders accepted by the Price Coupling Algorithm.  

6.5 KEY DECISIONS AND ISSUES 

Because the Day Ahead network code has sought to implement the Target Model, which has 
been widely discussed with stakeholders, and because it builds on the experience of existing 
market coupling projects, there have perhaps been fewer big decisions to make than in other 
areas of the code.  However, in this section we briefly summarise issues which received a lot 
of attention within ENTSO-E and where we would particularly welcome views: 

The role of the Market Coupling Operator and Market Operators –  

The network code draws a distinction betwen the Market Coupling Operator (the party that 
runs the Price Coupling Algorithm) and Market Operators (the parties that operate local 
markets and collect orders).   

The balance between specifying timings and providing flexibility –  

A constant challenge in the network code lies in being sufficiently precise so that provisions 
are clear and enforceable and not writing provisions which are so rigid that they constrain the 
efficient operation of the market or quickly become obsolete.  Initial drafts of the Day Ahead 
section of the code contained lots of rigid timings.  Following discussion, the current draft 
seeks to have opening and closing times and limited times in between.  We are aware that 
some parties consider this too inflexible, while others think it isn’t flexible enough.  We would 
particularly welcome views on this issue.  

Dealing with products covering different timings –  

The code has been written in a manner which requires the Price Coupling Algorithm to have 
a number of capabilties/ functionalities, even though some of those capabilities may not be 
used today.  This is particularly true of products which cover different time periods – where 
the Algorithm needs to be capable of dealing with multi hour products and products which 
cover parts of an hour.  This is an attempt to accommodate possible future market 
developments.  

Harmonised maximum and minimum prices –  
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During the development of the network code there was a discussion as to whether maximum 
and minimum prices should be harmonised across Europe (and if so at what level).  While 
everyone accepted that it was vital to avoid situations in which different prices distorted 
market results, there was no desire to change for the sake of change.  As a result, we 
decided not to specify a precise cap and floor but to include requirements that compel parties 
to amend the maximum and minimum prices in the event that a Market Participant or 
regulator identifies a distortion of results.  

Creating proportionate processes for updating the single price coupling algorithm – 

It is clear that there will be a frequent need to update the Price Coupling Algorithm – be that 
to incorporate new products, introduce new regions, to correct issues based on operational 
experience or simply to increase efficiency. Therefore we need to find a way of allowing 
different parties to request updates, without creating a process which was either inflexible or 
likely to lead to so many requests that it would be impossible for the Market Coupling 
Operator to fulfil them all.  As a result, we require Market Operators to work together to 
develop proposals for change and System Operators to work together to develop proposals 
for change.  These proposals are provided to the Market Coupling Operator and are then 
discussed with Market Operators, System Operators and Market Participants. We hope that 
this arrangement strikes the right balance, but would welcome views.  
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7 THE INTRADAY ELECTRICITY MARKET 

7.1 INTRODUCTION AND OVERVIEW 

Chapter 5 of the network code deals with issues related to the Intraday Electricity Market.  
This section outlines the rationale for the decisions included in this section and provides a 
short overview of Intraday Markets. 

7.2 THE INTRADAY MARKET 

Intraday markets provide an opportunity for market parties to balance their position and trade 
energy as close to real time as possible in order to minimise balancing actions. Furthermore, 
through intraday markets a possible imbalance exposure can be limited when unforeseen 
events occur after the closure of Day Ahead Markets. 

The additional short-term flexibility provided by intraday markets is important for market 
parties to keep positions balanced since the planning of injections and/or off-take may 
change considerably between the day-ahead stage and nearer to real time operations. Liquid 
adjustment markets are also important to promote the participation of small producers and 
retailers in energy markets. The growth of intermittent generation capacity makes efficient 
intra-day markets even more important since, for example, forecasts of wind and sunlight 
outputs are much more accurate close to delivery. Developing cross-border intraday markets 
and establishing a Pan-European solution based on a single platform, will provide market 
participants with a wider range of options and allow a more efficient matching of deficits and 
surpluses across Europe. 

The Intraday section of the Network Code aims at implementing the European Target Model 
for intraday markets, which has been widely discussed with stakeholders in recent years. It 
builds on the experience of existing cross-border continuous trading markets, although it has 
some additional features including a considerably wider geographical scope, compatibility 
with regional auctions, pricing of capacity and future evolutions like the introduction of 
complex bids. While the basic concept is well known, the level of sophistication of the future 
EU-wide Target Model is considerably higher than today’s models, resulting in additional 
challenges for the design and the implementation phase. 

7.3 WHAT EXISTS TODAY? 

Cross-border Intraday markets are less established than coupled Day Ahead markets. On 
most borders, actual models are also further away from the target model. However some 
examples already exist today and several initiatives are being developed across Europe.  For 
example, the Elbas solution operated by NordPool Spot in the Nordic market, covering 
Finland, Sweden, Norway, Denmark, Estonia and extended to Germany in 2011, uses 
implicit continuous intraday trading. In February 2011, APX-ENDEX and Belpex launched an 
integrated cross-border intraday market in Belgium and the Netherlands, using Nord Pool 
Spot’s Elbas platform. The launch of a cross-border intraday market on the NorNed cable 
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interconnector is planned for March 2012 and will allow trading on the Dutch-Norwegian 
border. When Elbas is implemented on NorNed it will be possible to do intraday trade from 
Finland to Belgium. 

Since December 2010 EPEX spot operates a common intraday platform between France 
and Germany, also based on continuous implicit trading. Between Spain and Portugal, 
intraday cross-border capacity is implicitly auctioned through 6 sessions. 

Finally, explicit auctions (e.g. France-Spain, France-UK) for intraday capacity or “first-come 
first-served“ mechanisms (Germany-Netherlands, Germany-Switzerland, France-
Switzerland, etc.) exist across several borders of continental Europe,  

While the plurality of solutions across Europe, as well as the increasing on-going initiatives, 
signals the importance of this market timeframe, considerable work is still needed to ensure 
convergence towards the target model and finally establish a Pan-European intraday market 
based on a single platform. The CACM network code aims at defining prerequisites, 
processes and functionalities to speed up the achievement of this goal. 

7.4 KEY ELEMENTS OF THE INTRADAY MARKET 

The diagram below provides a stylised overview of aspects of the European Target Model of 
the Intraday Market. In particular it shows the role of two crucial elements – the Capacity 
Management Module (CMM) and Shared Order Book Function (SOBF)8. 

Figure 9: Overview of Intraday Market design 

 

                                                 
8 For simplicity, the chart is not showing the transitional arrangement of explicit access to the Capacity Management Module 
may be provided to market participants (see 7.7)  
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The SOBF collects all bids of all participating local order book ID platforms. This is done 
instantly as soon as the bid has entered the local platform. These bids are visible by market 
participants to the extent they can be matched using the available cross-zonal capacity. This 
means that a bid from Portugal will only be visible in Finland if enough cross-zonal capacity 
is available along the relevant borders to make the trade possible. The SOBF has a one to 
one relationship with the CMM, where capacities are stored and updated after each trade. 
The Intraday matching algorithm will perform possible matches of the actual orders that are 
stored in the SOBF, in accordance with the capacity values stored in the CMM. 

As a transitional arrangement, capacity allocated via the CMM can also be accessed 
explicitly, on the borders for which National Regulatory Authorities gave their approval. For 
these borders, this explicit access will exist in parallel of the implicit access: no capacity will 
be reserve for a usage or another. 

In the network code, functions have been defined to describe the process and clearly 
separate the different roles. As a consequence, the words „CMM“ and „SOB“ were not used 
as such in the body of the document, but were replaced by the functions of „System 
operator“ and „Market Coupling operator“. 

7.5 INTERFACES WITHIN THE INTRADAY MARKET 

The roles and functions within the intraday market are shown in the diagram below.  The 
network code seeks to outline these interfaces.  
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Figure 10: The Intraday Market Process 
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- Their local power exchanges (in their role of Market Operator and, normally, of 
CCP) for entering orders and receiving the trading results; 

- Their TSOs only to request capacity explicitly, on borders where authorized by 
regulatory authorities, and to receive the allocation results. 
 

7.6 POST COUPLING PROCESSES (FOR DAY AHEAD & INTRADAY) 

Market coupling across multiple markets allows Market Parties trades’ to match with 
counterparties across the whole of the interconnected market.  The aim of the post coupling 
processes is to facilitate these cross border trades without requiring Market Parties to be 
members on multiple power exchanges or hold collaterals with multiple Clearing Houses.  
Market Parties will only require a single membership at their local exchange as the 
mechanics and processes of cross border exchanges will be handled by the power 
exchanges and TSOs. 

Figure 11: Post Coupling Cash Flows 

 

The cash flows between market parties and the central counterparties (ignoring congestion 
rents) are shown on the diagram above.  Market Parties have a contractual relationship with 
their local power exchange and Central Counter Party.  Their Central Counter Party will 
perform the clearing and settlement of their trades within the market.  This clearing and 
settlement role will be the responsibility of power exchanges, although the role is normally 
carried out by a Clearing House.  Where energy flows between market areas, Central 
Counter Parties act as counterparties to each other to transfer the financial liabilities and the 
Market Parties are not part of this relationship.  In certain circumstances TSOs can facilitate 
this cross zonal transfer and will act as an intermediary between Central Counter Parties.  
However these occurrences are subject to appropriate agreements being in place between 
TSOs, power exchanges and the regulatory authorities. 
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TSOs will be responsible for managing the power flows between zones consistent with 
market results.  For zones where nominations are required, this function will be carried out by 
the Cross Zonal Scheduling Agent. 

A direct result of the clearing and settling of cross border trades is that Congestion Income 
will be collected by Central Counter Parties and Shipping Agents.  This Congestions Income 
will be sent to the Congestion Revenue Distributor who will then pass it to the appropriate 
System Operators. 

7.7 TRANSITIONAL ARRANGEMENTS 

As stated in the CACM Framework Guideline „where applicable, as a transitional 
arrangement, the capacity management module may provide direct explicit access (e.g. for 
bilateral supply OTC contracts) to the capacity“.  

The outcome of numerous discussions with regulators and stakeholders is that Capacity 
Traders shall be able to request capacity explicitly via the CMM on some borders, without 
having to trade on the power exchanges. Implicit trading will be available in parallel in those 
countries where such power exchanges exist. This explicit access will have to be approved 
by the National Regulatory Authorities, as well as its removal. The removal of the explicit 
access shall occur, subject to public consultation, when adequate energy products will be 
offered by the power exchanges on the Pan-European platform that will be able to replace 
current OTC trading; in any case, this shall not extend beyond the end of 2016. 

Due to the fact that the transitional arrangements will cease to exist once the respective 
conditions apply they are included in a separate chapter in the network code. 

7.8 KEY DECISIONS AND ISSUES 

In this section we briefly summarise issues which received a lot of attention within ENTSO-E 
and where we would particularly welcome views: 

Products accommodated by the algorithm and degree of harmonisation – 

To efficiently trade intraday capacity across all European borders, market participants need 
to have compatible products in all markets at their disposal. However, it is not feasible to 
include in the network code an exhaustive list of energy products since we cannot foresee 
the market participant's needs in the future. During the drafting of the code we have focused 
on the question of the extent to which the text should prescribe harmonisation and how much 
should be left to natural evolution of the market. In our view, a balanced approach is reached 
in the code by asking Market Coupling Operators to ensure that the Continuous Trading 
Matching Algorithm is able to accommodate at least fundamental products such as hourly, 
multi-hourly and orders covering parts of an hour. The scope for market operators to 
innovate and introduce new products in the future is left open. We would appreciate 
stakeholder feedback on whether such minimum list of products is appropriate or whether a 
better balance between flexibility and harmonisation could be struck.  
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Complementary Regional Auctions – 
 
ENTSO-E’s task is to provide a solution for efficient allocation of intraday capacity that allows 
complementary regional auctions to exist. While the code provides flexibility to accommodate 
existing regional markets not based on continuous trading, some prerequisites and 
conditions have to be fulfilled to ensure the robustness of the target model and avoid adverse 
effects. For instance, auction timelines such gate closure times have to be fully consistent 
with the pan-European Intraday solution to enable the Market Participants to trade as close 
as possible to real-time. Rather than adapting the algorithm and processes of the continuous 
implicit allocation to regional specifities, we believe it’s the regional auctions that have to be 
adjusted to ensure full compatibility with the wider EU solution and to avoid any undue 
discrimination between Member States or Market Participants. 

Removal of Explicit Access to intraday capacity – 
 
One of the features that generators and traders have requested in the discussion on the 
Target Model, is to keep the possibility to trade cross-border intraday electricity on OTC 
(Over The Counter) markets, and consequently to keep the possibility to have explicit access 
to the cross-border capacity, in order to benefit from more flexible arrangements between 
parties. However, once sophisticated products will be tradable via the continuous implicit 
trading platform, we hope and expect that they will provide the needed flexibility. The CACM 
Framework Guidelines thus define direct explicit access to capacity as a transitory 
arrangement, possible on borders where approved by the concerned NRAs. While the code 
recognizes that the removal of the explicit access will have to be preceded by a consultation 
of market stakeholders, it must align with the transitional nature of this feature of the Target 
Model, avoiding that it become a permanent one. An ultimate date must therefore be set as 
legal requirement. The deadline of 2016 is not arbitrary but the necessary alignment with the 
maximum extension of the transitional arrangements as prescribed by the Framework 
Guidelines.   

The pricing of capacity- 
 
The pricing of intraday capacity is one of the requirements of the CACM Framework 
Guidelines which this network code has to accommodate. It is, in principle, foreseen that the 
function of pricing will be implemented when the code enters into force.  Two main cases 
have been so far identified where capacity may be priced (but others may be defined by 
regulators): at gate opening when orders are already accumulated in the SOB before 
capacity is made available, and when orders have accumulated in the SOB due to the 
absence of cross-zonal capacity and new capacity is made available. We have refrained 
from proposing a concrete methodology in the network code, since on the one hand it is 
actually premature to precisely consent to one methodology and on the other hand a precise 
definition in the code may hamper further developments. In any case, the TSOs will be 
responsible to propose a methodology to the NRAs having consulted the relevant 
stakeholders, and the methodology has to be approved by NRAs. In the meantime, 
proposals on objectives or criteria are welcome from stakeholders. 
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Role of National Regulatory Authorities and ACER in approval procedure -  
 
National Regulatory Authorities have to approve several proposals submitted by System 
Operators and Market Operators regarding the design and functioning of the cross-border 
Intraday Market (e.g. Algorithm development and amendment, introduction of sophisticated 
products, etc.). Some stakeholders have raised doubts about the effectiveness of these 
processes, where many regulators will be involved and their diverging views may delay or 
block the adoption of decisions, thus asking for an explicit role of ACER in the various 
approval procedures. While ACER cannot be assigned powers which current Regulations do 
not foresee, one of its main roles is the dispute settlement among national regulators on 
cross-border issues. In practice, it may be required to take an ultimate decision in many of 
the cases where a unanimous decision by Regulators is difficult to reach.  

Publication of the source code of the Matching Algorithm (for both the Day Ahead and 
Intraday market) 
 
During the development of the network code there was a discussion as to whether the details 
of the continuous trading matching algorithm should be made partially or entirely available to 
the public. Market operators believe that a functional description would be sufficient and that 
without the data inputs its publication would be of no use to market participants. On the other 
hand, traders expressed their wish to have the entire source code published both for 
transparency reason and to possibly try to simulate results for market intelligence purposes. 
The text of the network code now for consultation prescribes that the source code of the 
algorithm is made publically available while respecting intellectual property rights. We’d 
welcome views on the level of detail that stakeholders consider appropriate for publication 
(for both Intraday and Day Ahead markets). 

Network Constraints (for both the Day Ahead and Intraday market) - 

In the text of the network code now for consultation, the objectives of the matching 
algorithms for both Day Ahead and Intraday seek to maximise Economic Surplus while 
respecting Network Constraints and Cross Zonal Capacities.  Cross Zonal Capacities are the 
MW capabilities between zones, while Network Constraints are broader and may include (but 
are not limited to): security constraints, ramping constraints, minimum flows and transmission 
losses.  The Trading Matching Algorithm therefore needs to be capable of adapting as the 
market develops and hence requires clear and flexible change processes. At the same time, 
it is important to consider what implications different types of requirements will have on the 
market functioning and the security of supply. 

During the development of the network code there was a discussion as to whether the 
relevant network constraints should cover transmission losses or not. Including losses as a 
constraint on an interconnector between two bidding zones would in practice mean that in 
situations where the prices would otherwise be equal in both zones, the flow is reduced so 
that a price difference arises. ENTSO-E concluded that the algorithm needs to be capable of 
dealing with losses even though the code does not say that losses must be used. 
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Consequently, the code provides for both views and gives the choice of whether to include 
losses or not. The local TSOs, having consulted the relevant stakeholders, will have to 
propose a methodology subject to NRA approval. While we have so far refrained from 
proposing a concrete methodology in the network code, proposals on objectives or criteria 
are welcome from stakeholders. 
 

8 FIRMNESS OF CAPACITY, RECOVERY OF COSTS & THE 

DISTRIBUTION OF CONGESTION INCOME 

8.1 INTRODUCTION 

As we mentioned in section 3, the network code includes a series of issues which are 
relevant for all market timeframes. This section covers three issues: 

 The firmness of capacity; 
 Cost recovery; and 
 The distribution of congestion income.  

8.2 FIRMNESS OF CAPACITY & RECOVERY OF COSTS 

Cross Zonal Capacity is determined in the course of the capacity calculation process. This 
capacity is then allocated to market participants in the Day Ahead and Intraday Coupling 
processes. Firmness of Capacity is the concept of when and how this Cross Zonal Capacity 
can still be changed by System Operators after its provision to the market.  

For the Cross Zonal Capacity provided to the Day Ahead Market modifications are still 
allowed until a “Day Ahead firmness deadline”. This deadline does not necessarily have to 
coincide with the publication time of Cross Zonal Capacities. According to the draft Code, the 
Day Ahead Firmness deadline will be defined in a separate process and should be set to a 
time no later than ½ hour prior to the Day Ahead Gate Closure time. 

For the Cross Zonal Capacity provided to the Intraday Market modifications are allowed at 
any time before the allocation of these capacities. 

In Force Majeure and Emergency Situations the provisions outlined above will not apply. 
Under such circumstances System Security should be prioritized over market matters. For 
these reasons, System Operators are in these particular situations entitled to curtail Cross 
Zonal Capacities which have already been allocated. 

In order to establish a market-oriented framework and in accordance with the Framework 
Guidelines such curtailments are fully compensated. According to the draft code, any 
imbalance costs or benefits arising from curtailments are neutralized. This, in turn, 
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necessitates clear and unambiguous cost recovery provisions in order to avoid risk exposure 
of System operators who would ultimately have to cover these costs. 

8.3 THE RECOVERY OF COSTS 

Articles 88 to 94 of the network code cover processes for the recovery of the different costs 
associated with meeting the obligations of the network code.  In developing this section we 
have sought to: 

 Identify the party which will be responsible for costs. 
 Where costs are regulated, provide a process which allows National Regulatory 

Authorities, if they wish, to estimate costs ex-ante and provide appropriate 
mechanisms for their recovery. 

 Where costs are regulated, provide processes which allow the efficiency of costs to 
be assessed ex-post. 

The issue of cost recovery is important to include in the network code because of its direct 
impact on the risks which TSOs face and, as a consequence, the incentives they face to 
make capacity available.  The section on cost recovery has been extensively discussed with 
National Regulatory Authorities and ACER and attempts have been made to ensure it is 
compatible with existing regulatory regimes. 

8.4 THE DISTRIBUTION OF CONGESTION INCOME 

Articles 85 and 86 focus on a process for establishing rules for sharing the congestion 
income which is a result of the Intraday and Day Ahead market rules set out in the CACM 
network and outline principles which such rules should meet. As we mentioned in section 3, 
this is not a subject which appears in the framework guideline but has been included in light 
of comments from stakeholders.  We note that several of those stakeholders asked for 
detailed arrangements for sharing congestion incomes to be provided.   

We do not consider that it would be practical to include such arrangements at this stage. The 
distribution of congestion income, particularly under a Flow Based approach to Capacity 
Calculation, is highly complex and designing a stable, equitable and acceptable mechanism 
for distributing congestion income is non-trivial. However, the principles established within 
the network code provide a framework for further work in this area and should, in our view, 
facilitate work in this area. 
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9 RESPONSES & NEXT STEPS 

9.1 OVERVIEW 

This chapter provides information on how to respond to the consultation on the CACM 
network code and provides an overview of the process which ENTSO-E intends to follow in 
developing a final version of the CACM network code for submission to ACER. 

9.2 SUBMISSION OF RESPONSES 

We ask that all responses are provided on or before the 23 May.   

In order to allow similar comments to be considered and appropriately responded to, we ask 
that all responses are submitted via the ENTSO-E consultation tool.  This can be found at 
www.entsoe.eu/consultations/.    

We would also like parties to review the Frequently Asked Questions (FAQs) included as 
Annex 1 to this document.  This, fairly extensive, list of questions has been put together 
based on the issues which have received extensive discussion during the process of 
approving the draft network code within ENTSO-E and in discussions with stakeholders.  As 
such, we consider that this information may prove useful to stakeholders when considering 
responses. We also consider that the questions may prove beneficial in providing information 
on the rationale for many decisions about the content of the network code.  

9.3 OPPORTUNITIES TO DISCUSS ISSUES 

We appreciate that many stakeholders may wish to discuss issues raised in this document.  
For this reason ENTSO-E has scheduled a workshop for the 7 May at the ENTSO-E 
premises.  We have invited a series of European stakeholders to present their views and will 
structure the workshop in a way which provides parties with an opportunity to provide views.   

9.4 RESPONDING TO COMMENTS 

ENTSO-E will carefully consider all responses received.  We will seek to summarise 
responses and provide a view on the areas where we consider that the network code needs 
to be updated during a workshop after consultation has closed, probably in July.  We will also 
produce a short document summarising comments and indicating how we have reflected 
those comments in the network code which will be submitted to ACER.   

However, we would like to draw stakeholders’ attention to the Frequently Asked Questions 
list annexed to this document.  This document seeks to answer some of the questions which 
we have been asked during the process of developing the code to date.   
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9.5 NEXT STEPS  

As a consequence of the 12 month timescale, this is the only formal consultation by ENTSO-
E on the CACM network code.  We would urge parties to provide comments and views.  
Following the closure of the consultation ENTSO-E will begin the process of considering 
comments and reflecting them in text. 

It will be the responsibility of the drafting teams which contributed to the development of this 
code to process comments, provide feedback and make changes as necessary.  An updated 
code will be subject to internal approval and will be sent to ACER ahead of the 30 September 
deadline.   
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ANNEX 1– FREQUENTLY ASKED QUESTIONS 

INTRODUCTION AND OVERVIEW 

This Annex outlines the questions which ENTSO-E has been asked at various stages of the 
process of developing the CACM network code and provides answers to those questions.  
We have tried to be non-technical and hope that this will provide interested parties with 
additional information and will help inform responses.  The questions and answers are 
structured in a format which is broadly similar to that of the network code.  

GENERAL PROCESS ISSUES 

1. Why is ENTSO-E drafting the network code? 

ENTSO-E’s role is defined under regulation 714/2009 (the Third Package).  ENTSO-E is 
required to draft a network code which meets the requirements of the Framework Guideline 
developed by the Agency for the Cooperation of Energy Regulators (ACER).  The code 
ultimately becomes legally binding after it has passed through the Comitology process.  

2. Does the network code meet the Framework Guideline? 

ENTSO-E has developed the code with the Framework Guideline in mind and is confident 
that the requirements are met.  We have discussed areas where we deviate from the 
Framework Guideline and the reasons for doing so in chapter 4 of the document. The table in 
Annex 2 to provides a detailed assessment of the network code against the framework 
guideline.  

3. Why have you chosen this level of detail? 

We have tried to strike a balance in drafting the network code.  That is being sufficiently 
detailed so as to be meaningful, but not being so prescriptive that the requirements quickly 
become obsolete or that they become impossible for affected parties to understand.  

4. How will responses be considered? 

All responses received by ENTSO-E will be reviewed by the TSOs who have developed the 
different sections of the network code.  Where necessary, updates will be made in the final 
version.  A document summarising responses and justifying changes will be produced to 
accompany the final version.  

5. How have stakeholders been involved? 

As well as each National TSO having sought to engage with stakeholders within their 
country, ENTSO-E has created a stakeholder group, composed of European member 
associations covering all parts of the electricity sector value chain (Europex, EFET, EWEA, 
EURELECTRIC, CEFIC, IFIEC, ACER and the European Commission).  The group has met 
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throughout the process of developing the network code and has provided useful advice on 
various issues.  

6. What are the next steps? 

Having received responses, ENTSO-E will produce an updated version of the network code 
and submit this to ACER before the 30 September 2012.  ACER will then provide an opinion 
on the network code and, assuming this is positive, will forward the document to the 
European Commission.  The EC will review the text and, assuming they are content with the 
content, start the Comitology process at an appropriate point.  

GENERAL CONTENT ISSUES 

7. Does the code apply to all parties? 

Once it has passed through Comitology the network code will have the same status as any 
other European Regulation.  Hence it will apply to any party addressed in the network code 
and will not need to be directly transposed into national law. 

8. Which information will be made publically available? 

We have tried to be transparent throughout the network code.  The section on information 
publication and transparency (Article 31) outlines the information to be provided.  

9. Why have you used roles/ functions? 

In developing the code we have had to be conscious that power exchanges and TSOs have 
different roles across Europe today; that the Commission is currently consulting on the 
Governance of the market coupling activity and that member states may wish to structure 
their energy sectors in different ways.  The use of roles/ functions is an attempt to provide 
flexibility within the network code. 

10. What are the interactions with other network codes? 

The CACM is one of a number of network codes which will be developed by ENTSO-E.  It 
has interactions to several codes, which are discussed in section 3.4 of this document.  

11. Will the single market be in place by 2014? 

The CACM network code is one of several steps needed to deliver a single market. These 
include developing projects at regional level, enhancing transparency and streamlining 
planning processes and constructing infrastructure to relieve congestions. We expect the 
rules contained in the network code to be in force in 2014.  However, this is dependent on a 
positive opinion from ACER and the Commission’s timescales for Comitology and responses 
received during that process.    

12. What’s the interaction with the European Commission’s governance guideline? 
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The European Commission is currently consulting on the governance arrangements for Day-
Ahead Market Coupling (which may also be the same for the Intraday pan-European 
solution). These cover essentially the division of roles and responsibilities between Market 
Operators and System Operator as well as their interactions and the related cost sharing 
principles. The current version CACM code takes into consideration the ongoing 
development of such guideline, leaving enough scope to ensure full consistency with what 
will be the final solution defined by the Commission. This is discussed in section 3.11 of this 
document.  

13. What is difference between Social welfare and economic surplus? 

In draft Network Code economic surplus has been defined to belong under wider Social 
welfare concept. Economic surplus is applied in market coupling algorithm to maximise sum 
over all bidding zones of seller surplus, buyer surplus and congestion income. The buyer 
surplus is the amount that buyers benefit by being able to purchase a product for a price that 
is less than they would be willing to pay. The seller surplus is the amount that seller benefit 
by selling at a market price that is higher than they would be willing to sell for. Under Social 
welfare concept surpluses are analysed independently for all stakeholders, including tariff 
customers, market participants and TSOs. In this analysis assumptions of redistributive 
effects between stakeholders are taken into account. 

14. What is the difference between Transmission System Operator (TSO) and System 
Operator (SO)? 

An SO is a function to deliver several tasks and operational responsibilities defined in the 
CACM Network Code. TSO is a legal entity established to fulfil tasks set in Article 12 of 
Directive 72/2009.   

15. Why isn’t the function of Market Operator assigned to power exchanges?  

While all member states have a Market Operator, not in all member states a power exchange 
exists (this is the case of the Single Electricity Market in Ireland and Northern Ireland for 
instance). Moreover, there is currently no EU legal definition of Power Exchange, so we 
considered more appropriate to refer to the function of Market Operator, defined in Article 2, 
which is in reality normally carried out by power exchanges. The draft governance guideline 
is in line with this approach, since it makes reference only to Market Operators and not 
power exchanges. While power exchanges are not explicitly mentioned in the draft code, 
except for Article 1, they will perform a central role in most markets as Market Operator (and 
possibly Central Counter Party). It is up to Member States to appoint or identify power 
exchanges or other entities to perform the role of Market Operator. 
 

16. Who is responsible for supervising TSO activities? 

The respective National Regulatory Authority supervises TSO activities. 
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CAPACITY CALCULATION  

17. How would a region change from an NTC based to a flow based (FB) method? 

Presently TSOs use NTC method in capacity calculation. FB method has been studied in 
recent years and it is foreseen to substitute NTC in future. Criteria have been established, 
which should be fulfilled in grids, where the distribution of power flows over the lines 
interconnecting the bidding zones is highly influenced by exchanges between other bidding 
areas, before FB method is implemented.    

18. Will all regions move to flow based (FB) method? 

Change to FB method will occur gradually if certain conditions are fulfilled. First regions to 
move FB method will be in Continental Europe networks. Other regions will follow when the 
criteria to change to FB are fulfilled. It is possible that some regions will not apply FB method 
at all. These networks are less meshed networks, e.g. in cases of interconnections of or 
between large peninsulas or islands in Europe. 

19. Why are so many details set out in documents outside the code? 

This approach ensures that the code will be valid also on an enduring basis, thus avoiding 
such requirements which could easily become obsolete. Especially in case of capacity 
calculation where many requirements included in the code has not yet been tested 
thoroughly in practice (e.g. FB method and related inputs) and thus may be subject to 
change. The code, however, addresses the common principles, which will be applied. The 
approach implemented in code will ensure, however, the proper treatments of such details; 
they will be subject to approval by National Regulatory Authorities after proposal by TSOs.   

20. Why is capacity calculation only done at regional level? 

Capacity calculation shall be done on a regional basis at least. Having a unique European 
capacity calculation for the entry into force of this code is not pragmatic. Furthermore 
coordinated NTC calculation on too many borders is not possible. However there is a clear 
target to merge flow-based capacity calculation regions into a single region. 

21. What is the difference between European Regional Initiatives and Capacity 
Calculation Regions? 

A Bidding Zone Border can only belong to one Capacity Calculation Region (and this is not 
the case with the current ERI, with for example DE-FR border belonging to both CWE and 
CSE). This property is required because only one Coordinated Capacity Calculator should 
compute the capacity on each bidding zone border. Initial Capacity Calculation Regions will 
be based on regions defined in Congestion Management Guidelines annexed to Regulation 
714/2009, but without overlapping of regions to ensure coordination in capacity calculation.  

22. What is the perimeter of the Common Grid Model? 

The Common Grid Model is European, including the different synchronous areas. 



 

Page 46 of 71 

ENTSO-E AISBL  •  Avenue Cortenbergh 100  •  1000 Brussels  •  Belgium  •   Tel +32 2 741 09 50  •  Fax +32 2 741 09 51  •  info@entsoe.eu  •  www.entsoe.eu

European Network of 
Transmission System Operators 

for Electricity 

 

DRAFT CACM NETWORK CODE – SUPPORTING DOCUMENT 

 
23. What are the tasks of the Coordinated Capacity Calculators? 

Coordinated Capacity Calculators have three tasks: 

‐ Calculate capacities 
‐ Managing the validation process 
‐ Sending capacities for allocation 

 
24. How can you make sure that the different Individual Grid Models are compatible for 

merging? 

The compatibility is ensured with a single net position rule (i.e. bidding zone will be surplus, 
deficit or balanced as regards to power balance). All TSOs have to agree on a rule to define 
net positions for their individual grid models. The sum of the European net positions will 
always be zero. 

25. Why do you need a coordinated rule for capacity validation in NTC and not in FB? 

FB is inherently coordinated so each TSO can adapt margins on its own critical branch 
directly. On the other hand, in NTC the capacity change should be split between borders for 
fairness reasons, thus requiring an agreed rule. 

26. Why is validation needed? 

Each TSO is responsible for secure system operation within its control area. This implies that 
it is sole responsibility of each TSO to validate results of capacity calculation at bidding zone 
borders belonging to its control area. The validation ensures the feasibility of computed 
capacity levels and makes sure, that hypotheses and results are in line with the secure 
power system operation, taking into account also the most recent information from the power 
system. 

27. What is cross-regional validation? 

TSOs shall ensure that validation of capacity calculation results takes place also between 
neighbouring capacity calculation regions. For such validation TSOs belonging to 
neighbouring regions are responsible for exchanging relevant information and assumptions 
on the interdependencies between the capacity calculation regions.      

28. What is the difference between Reliability Margin methodology and Reliability Margin 
sizing? 

Reliability Margin methodology defines the issues to be taken into account in defining the 
size of Reliability Margin. When sizing of Reliability Margin, the actual values for each critical 
branch or for each bidding zone border are defined.  

29. What are dynamic stability limits? 

Dynamic stability limits are used in capacity calculation to define maximum allowed power 
flows in the grid. In some grids, e. g. in the Nordic grid, a fault in the grid may induce 
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oscillations in power flows across the interconnections which may not be dampened in due 
time. The damping of these oscillations depends on the amount of power flows in the grid 
thus setting limits to the allowed power flows. The dynamic limits are usually lower that 
thermal limits and they have to be considered to ensure operational security of the power 
system.       

30. Which activities of capacity calculation are TSO, national, regional and European 
level? 

Merging of individual grid models from each TSO to form a Common Grid Model (CGM) 
takes place on the European level. Coordination and calculation of capacities is performed 
on the regional level, at least. Data collection from generators and loads and building of 
individual grid models takes place on national/TSO level.      

31. What is price information related to economic data? 

The information, which helps TSOs to evaluate which generation units are forecasted to be in 
operation for every market time unit in day ahead and intraday market.  

32. Why is information related to generation price estimation needed? 

TSOs need information to prepare their grid model, including Generation Shift Keys (GSK), 
for capacity calculation. TSOs use GSK to evaluate injections and off-takes from grid in 
capacity calculation.  The GSK will be applied to translate generation patterns into power 
flows across bidding zone borders in order to calculate maximum allowed power flows. The 
estimation of GSKs is done by TSOs with information related to price estimation from 
generating units relevant for capacity calculation (mostly EHV grid).This information from 
generating units is needed to improve the accuracy of capacity calculation compared to the 
present situation, where assumptions for GSKs are made by the TSOs.   

33. Who will perform merging function and regional capacity calculation function? 

TSOs will establish arrangements for the European merging function on European level. 
These arrangements may include e.g. establishing a common new entity or enlarging 
responsibilities of existing TSO entities. TSOs will establish arrangements for regional 
capacity calculation function on regional level. The arrangements will define the 
responsibilities and organisational issues on regional level for capacity calculation. 

34. How is capacity calculation fallback managed? 

When a TSO cannot temporarily deliver capacity calculation input for technical reasons, (i.e. 
one individual grid model) the whole European capacity calculation process should not be 
frozen. TSOs shall agree on fallback procedures for such situations, which should remain 
exceptional. These fallback procedures will be developed and set out over the next months 
and years in order to meet both robustness and simplicity objectives of the capacity 
calculation. 
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35. How often capacity is calculated during intraday? 

Following levels of Intraday capacity calculation are possible: 

i) Level 0, i.e. no calculation, except for exceptional reduction in case of major 
outage, and allocation in Intraday of unused capacity after D-1 nominations;  

ii) Level 1, D-1 calculation;  
iii) Level 2, D-1 calculation and Intraday calculation(s). 

If D‐1 generation nomination (even informative) is available, Level 1 should be the minimum 
target for 2014 and level 2 the final target. Similarly to D‐2 capacity calculation stage for Day 
Ahead timeframe, Intraday calculations should be coordinated. The information used by 
TSOs to build the CGM at Intraday level is analogous to the ones used to build the CGM in 
D‐2. Due to shorter time before real operation the Intraday calculation process requires high 
level of automation, taking into account the relevant operational and implementation costs for 
TSOs and market players. Intraday markets’ gate closures are not yet synchronised in 
Europe. In this context the best way is to apply a step‐by‐step approach, taking development 
towards Intraday target model into account, by implementing first a limited number of time 
stamps (i.e. 2, 4) per day for Intraday CGM and related capacity calculation.  

36. How does the network code treat long term capacity calculation? 

The draft network code is compliant with long term capacity calculation although it has not 
been explicitly mentioned in the draft code. The details of long term capacity calculation will 
be addressed together with Forwards Network Code, because there is a strong relationship 
between these two topics as regards to firmness, long-term nominations, resales, netting, 
and uncertainties in calculation.   

BIDDING ZONES 

37. How frequently can bidding zones change? 

Framework Guidelines state that zones shall be robust over time. As no other guidance has 
been given by regulators to state how long a bidding zone shall last, and the regulatory 
nature of such choice, ENTSO-E has kept the initial wording of CACM FG in draft Network 
Code. The expected duration of the zone will be subject of further guidance from regulators, 
for instance when they agree to launch the regional process for defining new bidding zones. 

38. Does a zone correspond to a national border? 

Not necessarily, a border of a zone does not necessarily need to coincide with a national 
border. It is possible to have several zones within a country or one zone with several 
countries inside.  

39. Who approves changes in zones? 
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NRAs will be in charge of approving the proposal from TSOs on new bidding zone 
delimitation. All stakeholders will be consulted on this proposal, including the time needed to 
prepare before changing the zones. 

40. What happens if NRAs reject TSO proposal on bidding zones? 

If NRA reject TSO's proposal, TSO may either amend the proposal, e.g. based on further 
analysis, and send it for approval or continue to apply current bidding zone configuration. 
NRAs should coordinate on regional basis (and within Agency) when making their decisions 
on new bidding zone configuration.   

41. What are the properties of bidding zones related to the different timeframes and 
different time periods? 

Within a market time unit (e.g. hour in day ahead market) a generation or load unit can 
belong only to one bidding zone. This bidding zone has to be the same for all market time 
frames (forward, day ahead, intraday). However, for the next market time unit (e.g. next hour) 
the unit can belong to a different bidding zone.  

42. Shall the biennial report on current bidding zones be published? 

NRAs and the Agency shall decide on the publication of the biennial report.  

43. What is meant by share of flows while preparing biennial report on current bidding 
zones? 

In preparing the biennial report, TSOs shall analyse power flows on interconnections 
between bidding areas. This analysis shall include flows due to commercial exchanges 
resulting from capacity allocation mechanism and difference between these flows and 
realised physical flows. The analysis is important in grids of Continental Europe, where 
power flows over the lines connecting two bidding zones is highly influenced by exchanges in 
other bidding zones.   

44. What are the contents of the biennial report on current bidding zones? 

The biennial report consists of analysis of current zone delimitation on the European level. 
The report consists of a technical and a market efficiency part. The analysis included in the 
technical part of the report is based on data on redispatching/countertrading costs, adverse 
effects of internal transactions on other Bidding Zones and structural congestion. The 
analysis included in the market efficiency part covers liquidity, competition and efficiency of 
price formation process.  NRAs and Agency shall evaluate based on this biennial report if 
further measures on bidding zone configuration has to be made.  

45. Why is a specific process on bidding zone configuration needed? 

The regional process as described in Network Code for defining bidding zone delimitations 
shall cover all kind of bidding zones in Europe. However, there are currently two countries, 
Italy and Norway, where the process to define bidding zones configuration requires specific 
attention. In Italy, some bidding zones may have negligible or no impact on neighbouring 
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grids and application of a regional process may not introduce any added value. In Norway, 
due to the hydro generation situation the security of supply may be endangered and there is 
need to establish temporary new bidding zone delimitation in short notice. However, if this 
specific process is applied, it shall be notified to neighbouring TSOs and NRAs, and NRAs in 
case of objection could report to ACER. 

TRANSPARENCY 

46. Where are the detailed data transparency requirements? 

The detailed transparency requirements are contained in the draft Comitology Guidelines on 
Fundamental Electricity Data Transparency (FEDT). 

47. Where will TSOs publish the Capacity Calculation methodologies? 

The capacity calculation methodologies will be published on the ENTSO-E website. 

48. Is the biennial report on the capacity calculation process public? 

The report on the capacity calculation process will be submitted to ACER and the NRAs. 
Further distribution will be decided by ACER and the NRAs. 

DAY AHEAD MARKETS 

49. What is the Day Ahead market? 

The Day Ahead market (sometimes called the Spot market) is the market in which parties 
can submit bids and offers to secure energy and capacity for delivery on the following day.  

50. What is market coupling? 

Market coupling is the method by which Day Ahead energy prices and volumes for each local 
market are calculated by gathering all Day Ahead bids and offers (collectively termed orders 
in the network code) in the different local markets in order to match them at European level 
on a marginal pricing basis. Please see section 6.2 of this document.  

51. What’s the purpose of pan-European Day Ahead Market Coupling 

The aim of pan-European Day Ahead Market Coupling is to enhance competition in the Day 
Ahead market through the matching of the most competitive orders in Europe subject to 
available interconnection capacities. In this sense, market coupling will lead to a progressive 
decrease of energy price differences between local markets as their interconnection 
capacities are increased. It should also reduce risk within markets by providing more reliable 
price signals and reducing market power concerns.  

52. What does the Price Coupling Algorithm aim to achieve? 

The Price Coupling Algorithm is the vehicle through which bids and offers (Orders) submitted 
in different parts of Europe are merged and, where interconnection capacity is available, 
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Matched.  The overall objective of the Price Coupling Algorithm will be to maximize economic 
surplus, while respecting Network Constraints and Cross Zonal Capacities, ensuring results 
can be delivered within defined timescale, avoid undue discrimination and having high levels 
of availability.  

53. How will the Price Coupling Algorithm be developed? 

The Price Coupling Algorithm will be developed by the Market Coupling Operator, who will 
need to work closely with System Operators and Market Operators.  The process outlined in 
the code requires both System Operators and Market Operators to provide a set of 
requirements which detail their needs.  This is essentially the specification that the Market 
Coupling Operator must meet.  The Market Coupling Operator is charged with developing a 
single algorithm to meet this specification (in collaboration with other parties where 
appropriate).  Ultimately it is for regulators to approve the Price Coupling Algorithm. 

54. What data will it use? 

The Price Coupling Algorithm will use network constraints provided by System Operators, the 
results of the Capacity Calculation process and Orders submitting to local Market Operators. 

55. Which results will it produce? 

The code only specifies a minimum set of requirements that the Price Coupling Algorithm 
must meet.  That means that it could produce more than this where it was of value to the 
market.  These minimum requirements are: Clearing price for each Bidding Zone and Market 
Time Period in Euros/MWh; Net Position for each Bidding Zone; and Matched Orders. 

56. Will market participants be able to replicate results? 

The code includes provisions which require details of the Price Coupling Algorithm to be 
made available.  This includes the source code, though we welcome views on whether this 
requirement is beneficial to market players.  

57. How will future changes to the Price Coupling Algorithm be dealt with? 

We recognize that the Price Coupling Algorithm will need to be adapted in future to respond 
to market developments.  The code therefore tries to strike a balance between specifying a 
clear process and not being overly detailed so as to constrain the scope for development.  
Clear roles are seen for all parties, including consultation with Market Participants and 
regulatory approval.  

58. Which products will be accommodated? 

Again, this is an area where we have sought to strike a balance between being clear on the 
functionalities the Price Coupling Algorithm must meet and not preventing future market 
evolution.  As such, the network code specifies that the Algorithm must be capable of 
accommodating hourly products, multi-hour products and products covering parts of an hour 
(which does not mean all of these will necessarily be offered). It also proposes a process by 
which stakeholders are consulted to ensure their needs are reflected. 
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59. What’s the currency? 

While costs shall be defined in Euros, this shall not preclude local markets from settling in 
local currency and converting the Orders to Euros prior to their submission.  

60. Will fallback procedures exist? 

The code deals with both back-up processes and fallback procedures.  The code requires 
the Market Coupling Operator to install back-up systems as it sees necessary to ensure that 
the obligations it faces regarding the delivery of results can be met.  However, System 
Operators are also tasked with developing fallback solutions to deal with solutions where 
there is a significant problem and the coupling process cannot function.  

61. What’s the Day Ahead Gate Closure Time and is it harmonised?  

The network code specifies a harmonised gate closure time of noon.  

62. When will results be available? 

We do not define exact timings for the delivery of results due to fears about obsolescence 
explained earlier.  The System Operators need to specify a series of timings which are fit-for-
purpose given the existing market situation and these timings then need to be met.  

63. Will information be made publically available? 

Market Information will be made available in a timely manner and historic information will be 
kept. A party appointed to perform the function of Market Information Aggregators will publish 
Net positions; Clearing Prices; Scheduled Exchanges where required by System Operators; 
and Day Ahead Cross Zonal Capacities. 

INTRADAY MARKETS 

64. Will the Intraday Cross-Zonal Gate Opening and Gate Closure Times be 
harmonized? 

The Cross Zonal Gate Opening is the time from which cross-zonal capacity can be allocated 
for defined delivery hours. Cross Zonal Gate Closure is the time from which cross-zonal 
capacity cannot be allocated anymore for defined delivery hours. 

The Intraday Cross-Zonal Gate Opening Time is set depending on the closure of the day-
ahead market and the capacity calculations made after the closure of the day-ahead market 
in order to assess the level of Cross-zonal capacity available at the intraday timeframe. 
Today, the Intraday Cross-Zonal Gate Opening Time is harmonized at the level of the 
regions (harmonized at CWE level, on the Nordic region, etc.) but is not yet harmonized at 
the European level. This is explained by the different scheduling and operational processes 
and timings existing on the TSOs side after the results for day ahead are published. 

The Intraday Cross-Zonal Gate Closure Time is set depending on the operational windows 
before the delivery of electricity, needed by each System Operator. Today, the Intraday 
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Cross-Zonal Gate Closure Time is to a certain extent harmonized at regional level, but not 
across Europe. This is also due to the existence of different operational processes related to 
system security. Nevertheless, Article 67.4 of the CACM Network Code ensures a maximum 
of realizable harmonization of Intraday Cross-Zonal Gate Closure Times which is feasible 
and realizable.    

65. In which case(s) shall intraday capacity be priced? 

Pricing of intraday capacity is a general requirement of the Framework Guidelines on CACM. 
Therefore, ENTSOE has to provide a solution for an efficient intraday capacity allocation 
process that allows pricing of this capacity.  

Following the roadmap for the implementation of the intraday target model, it is foreseen that 
the function of pricing will be implemented at a point in time when sophisticated products 
have been introduced and explicit allocation of intraday capacity no longer exists. However, if 
this roadmap cannot be strictly followed, the CACM Network Code will require the 
introduction of pricing earlier, i.e. possibly the integration in a hybrid solution where allocation 
can be both implicit and explicit at the same time. As stated in Article 72, a method for pricing 
explicitly and implicitly allocated capacity will be implemented in the continuous trading 
matching algorithm while respecting non-discrimination and efficiency principles.  

As set out in Article 72.1, allocated capacity shall be priced only in case of scarcity of 
capacity. Indeed, when demand can be satisfied by the available capacity, capacity is 
allocated freely based on the time of the request (for explicit allocation) or the order (for 
implicit allocation), until there is no more available capacity (continuous allocation/trading).  

Cases where capacity may be priced are the cases where only the time of receipt of the 
request or order (respectively for explicit and implicit allocation) is not a sufficient and 
efficient criterion to allocate capacity. This can happen in the following scenarios: 

 at gate opening since orders can already be accumulated in the SOB when capacity 
is made available; 

 When orders have accumulated in the SOB due to the absence of cross-zonal 
capacity and new capacity is made available. 

The word “Market Congestion” has precisely been defined to describe these cases where an 
additional criterion has to be employed, in top of time of receipt of a request or order 
(respectively for explicit and implicit allocation) to allocate capacity and match orders 
efficiently. In these cases, capacity may be priced if the demand for capacity is higher than 
the actual available capacity.  

66. How will intraday capacity be priced? 

Article 72 (2) foresees that the methodology for pricing intraday capacity has to be 
developed, and will be approved by National Regulatory Authorities. Defining such a method 
is a challenging project that will solicit resources from TSOs and PXs to undertake in-depth 
studies, and depends on the actual progress of the overall implementation, e.g. has the 
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explicit access been removed at all borders, which system constraints apply for which 
borders (reference to losses?).  

67. What is meant by “Market Congestion” and why are you using a different word and 
definition to the one used in existing regulations (“Congestion”)? 

As explained in the answer to question 2), “Market Congestion” refers to a different situation 
than the general definition of “Congestion” in Regulation 714/2009. Indeed, while the 
definition of “Congestion” in the Regulation 714/2009 is border-related, only targets 
interconnection links between national transmission networks and only refers to the capacity 
to accommodate all physical flows on these links, the term “Market Congestion” describes all 
cases where generally the highest possible Economic Surplus by matching all actually 
existing orders in the Shared Order Book cannot be achieved, due to both limited Cross 
Zonal Capacities and active System Network Constraints. Therefore, an active System 
Network Constraint at one zonal border can cause overall “Market Congestion”, even if all 
other borders are uncongested. 

In a nutshell, the word “Market Congestion” is specifically used to define the cases where 
intraday may be priced. 

68. What is the difference between a “Market Participant” and a “Capacity Trader” and 
which is authorized to trade cross-border? 

A “Market Participant” is defined as a client of one or several power exchanges.  

A “Capacity Trader” is defined as an entity participating to the Explicit Allocation of Capacity 
organized by TSOs (for the Day-ahead process: fallback solution; for the Intraday process: in 
parallel of Implicit Allocations as a transitional arrangement as explained in articles 95-99). 

This means that, for the Intraday process, having access to implicit allocation of capacity via 
continuous trading implies to be a Market Participant. It is to be noted however that the 
Market Participant trading on its power exchange is not aware if it acquired a trade “cross-
zonal” (i.e. associated with cross-zonal capacity) or “local” (meaning same zone of delivery 
for the buy order and the sell order). Trading is thus always local on a Market Participant 
point of view. 

This also means that, for the Intraday process, having access to explicit allocation of capacity 
implies to be a Capacity Trader. Capacity Traders use Explicit Allocations in order to do 
energy trading “Over-the-Counter” (OTC), i.e. outside a power exchange.  

An entity can be both a Market Participant and a Capacity Trader, and have access to both 
Implicit trading via the power exchanges and Explicit Allocations via the mechanisms 
organized by the TSOs. 

69. How does continuous trading work in intraday: is there an active role of Market 
Participants in choosing their trades and what is the role of the “intraday continuous 
algorithm”? 



 

Page 55 of 71 

ENTSO-E AISBL  •  Avenue Cortenbergh 100  •  1000 Brussels  •  Belgium  •   Tel +32 2 741 09 50  •  Fax +32 2 741 09 51  •  info@entsoe.eu  •  www.entsoe.eu

European Network of 
Transmission System Operators 

for Electricity 

 

DRAFT CACM NETWORK CODE – SUPPORTING DOCUMENT 

Continuous trading platforms are negotiation tools for Market Participants. This implies 
Market Participants should be aware of the best orders available for trade, and will be able to 
select them: this is commonly called “Point-and-Click”. 

However, power exchanges must guarantee that the best possible prices are always traded. 
Therefore, if a more profitable trade than the one selected by “Point-and-Click” exists, the 
trading platform automatically corrects the selection and matches the best possible trade. 

Consequently, the “intraday continuous algorithm” always matches the best trades, whether 
the Market Participant actively selects an order with the “Point-and-Click” option, or not. In 
the latter case the algorithm automatically chooses the best orders to match. 

70. Is a fallback solution foreseen in Intraday? 

There is no obligation to put in place a fallback solution for the Intraday process in the CACM 
Framework Guidelines. However, Articles 68.1 and 68.2 of the CACM Network Code 
foresees that the Market Coupling Operator shall use best endeavours to deliver the 
Continuous Trading Matching Algorithm results to Market and System Operators with a very 
high level of service.  

71. In case of Force Majeure or Emergency Situations, which Firmness regime should 
apply? 

In Force Majeure and Emergency Situations the System Security should be prioritized over 
market matters. For these reasons, System Operators are in these particular situations 
entitled to curtail Cross Zonal Capacities which have already been allocated. However, in 
accordance with the Framework Guidelines, such curtailments are fully compensated. 
According to the draft code, any imbalance costs or benefits arising from curtailments are 
neutralized.  

72. What are the reason for publication of (possible) capacity prices, volumes and 
underlying energy prices of the trades related to Explicit Capacity Allocation? 

Article 99 meets the requirement from the Framework Guidelines on CACM that states that 
“The price and the volume of each OTC contract allocated intraday capacity shall be made 
available to the concerned NRAs.” 

73. Why has the date of 2016 to remove Explicit Access to Capacity been chosen? 
Shouldn’t it be linked with the introduction of sophisticated products? 

According to the Framework Guideline on CACM the transitional arrangements for island 
systems with central dispatch cannot be extended beyond 2016. It is ENTSO-Es view that 
other transitional arrangements – such as the explicit access to capacity – should have the 
same deadline in order to obtain the full functionality and main objective of the pan-European 
intraday market at the latest in 2016.  
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Furthermore 2016 is estimated to be a reasonable deadline for the Market Operators to be 
able to develop new products that meet the Market Participants and Capacity Traders needs 
for non-standardized products and for the products to be approved by the NRAs. 

74. How does Explicit Capacity access work? 

On the authorized borders to be approved by the NRAs, Capacity Traders shall be able to 
request capacity explicitly on a border-per-border basis. For example, if a Capacity Trader 
wants to explicitly request capacity between France and Denmark, he has to explicitly 
request for capacity on the French-German border and on the German-Danish border.  

Concretely, there will be a separate channel for the Explicit requests of Capacity as a 
transitional arrangement. On the borders open to Explicit Allocation, all available capacity will 
at the same time be available for Implicit and Explicit Capacity Allocation.  

75. What are the “transitional intraday arrangements” and how long will they be in place 
for? 

The transitional arrangements allow an intermediate design of the European Intraday market.  

Articles 95-99 specify that where approved by the concerned NRAs, Capacity Traders can 
get access to Explicit Capacity Allocation on a border per border basis. In order to meet the 
objectives of pooling the liquidity in the European intraday market the access to Explicit 
Capacity Allocation will be removed as soon as new products that meet the needs of the 
Market Participants and Capacity Traders have been developed and approved by the NRAs 
although at the latest in 2016. 

Article 100 sets a 2016 implementation deadline for island systems with central dispatch 
fulfilling the requirements of article 100. 

76. What are the different functions and roles within the Day-Ahead and the Intraday 
process and how does that work? 

Several roles and functions are defined in order to allow for a clear description of the process 
and the “who does/can do what”.  

‐ The role of System Operator is assigned to the TSOs. The System operator function 
refers to various tasks and operational responsibilities assumed by TSOs in this 
Network Code, including the physical delivery of energy resulting from the Day Ahead 
and Intraday market transactions and all interconnectors which have an impact on the 
Cross Zonal trading of electricity9. 

‐ The Market Operator is in charge of operating the local trading platforms, collecting 
orders from market participants, of matched trades and publishing prices. In Member 
States where a power exchanges exist, this role will be normally assigned to them. 

                                                 
9 This is without prejudice to the exemptions granted under Regulation (EC) No 1228/2003 and Regulation (EC) 
714/2009 (for the so called “Merchant Lines”) which shall continue to apply until the scheduled expiry date as 
decided in the granted exemption decision. 
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‐ The role of Market Coupling Operator is not assigned inside the code. The 
assignment will depend on other Regulations (as for example the future Governance 
Guidelines) and could be either to TSOs either to power exchanges. The Market 
Coupling Operator is responsible for the development and the operation of the Day-
Ahead algorithm and of the Continuous Trading Matching Algorithm and thereby 
matching of the bids.  

‐ The role of Coordinated Capacity Calculator is assigned to the TSOs. This role 
consists in ensuring capacities between different zones will be provided to the market 
every day before a fixed time, and, in addition for the intraday process, as soon as 
possible after a parameter in the capacity calculation has changed.  

‐ The role of Cross Zonal Scheduling Agent is assigned to TSOs. This role consists in 
calculating the "flow" due to the confirmed trade between zones. If the capacity 
between zone A and Zone B is 350 MW before a trade is done and a trade of 100 
MW is done from A to B, the remaining capacity is 250 MW after the trade.  

‐ The role of Central Counter Party (CCP) is assigned to the power exchanges. The 
CCP is a “clearing house” responsible for clearing and settlement for the implicit 
trades. It acts as counterparty to Market Participants for all the trades concluded and 
rights and obligations deriving from them. In case no shipping agent is designated, 
CCPs are responsible for the transfer net positions and the collection of congestion 
income (in case of pricing of capacity).  

‐ The role of Shipping Agent is a service provided to power exchanges and consists in 
transferring Net Positions between different CCPs. The shipping agent enters into 
buy/sell transactions with the CCPs and collects any congestion income arising from 
such trades. TSOs or an entity designated by TSOs may act as shipping agent. This 
case is subject to the conclusion of a specific agreement between involved power 
exchanges and TSOs as well as to approval by National Regulatory Authorities. 

‐ The Congestion Income Distributor is responsible to distribute Congestion Incomes 
(in case of pricing of capacity) received by the CCPs or Shipping Agent accordance 
with the methodology established by TSOs and approved by NRAs. This function is 
assigned to TSOs. 

‐ The Cross-Zonal Scheduling Agent receives from the Scheduled Exchange 
Calculator the Scheduled Exchanges for cross zonal exchanges. This function is 
assigned to TSOs. 

77. Why do the TSOs have a role in the day-ahead and intraday algorithms 
development? 

Regulation 714/2009 article 4 stipulates: "All transmission system operators shall cooperate 
at Community level through the ENTSO for Electricity, in order to promote the completion 
and functioning of the internal market in electricity and cross-border trade and to ensure the 
optimal management, coordinated operation and sound technical evolution of the European 
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electricity transmission network". The algorithms are decisive to determine how bids are 
being matched and therefore how the cross-zonal capacity is being allocated. A change in a 
parameter of the algorithm can therefore influence how the cross-zonal capacity is utilized.  

78. What are the “Network Constraints” and why are they important?  

The Network Constraints are defined as all the physical constraints of the transmission 
system except the level of the available cross-zonal capacity. 

The Network Constraints include for example ramping (how much the flow on a line can 
change from one hour to the next hour), integration of losses, etc. 

The Network Constraints do not include the level of the available cross-zonal capacity which 
are either the ATC level or the flow-based parameters. 

When the Market Coupling Operator runs the Day-ahead and Intraday algorithms, he shall 
make sure that all Network Constraints the TSOs require are taken into account in the 
optimization.  

79. Why are included Complementary Regional Auctions in CACM network code and 
how will they work? 

The CACM Framework Guidelines stated that regional auctions may exist together with 
continuous trading. In case of implementing those auctions, they should exist only inside a 
specific bidding area, not replacing the continuous mechanism that will be fully available 
between all bidding areas. 

Such auctions should not have an adverse impact on the liquidity of continuous mechanism 
and the timescales of auctions shall be consistent with the pan-European Intraday solution to 
enable the Market Participants to trade as close as possible to real-time.  

FIRMNESS AND COST RECOVERY 

80. Are Day-Ahead and Intraday capacities firm? 

After the Day Ahead Firmness Deadline all Cross-Zonal Capacities are firm. If Cross Zonal 
For intraday, all cross-zonal capacities are firm as soon as they are allocated.  

81. What compensation will a market player receive in case of curtailment for force 
majeure or emergency situations? 

In Force Majeure and Emergency Situations, System Security should be prioritized over 
market matters. For these reasons, System Operators are in these particular situations 
entitled to curtail Cross Zonal Capacities which have already been allocated.  In order to 
establish a market-oriented framework and in accordance with the Framework Guidelines 
such curtailments are fully compensated at the initial price paid. According to the draft code, 
any imbalance costs or benefits arising from curtailments are neutralized. This, in turn, 
necessitates clear and unambiguous cost recovery provisions in order to avoid risk exposure 
of System operators who would ultimately have to cover these costs. If capacity has been 
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allocated explicitly a market player will receive the full value of the capacity set during the 
auction process. 

82. Why are cost recovery provisions in the network code? 

While the framework guideline does not explicitly discuss the issue of cost recovery, we 
consider that being clear in the network code about how the costs which it will create are 
dealt with enhances certainty (but does not impose on the right of regulators to decide how to 
deal with costs or the right of unregulated parties to make their own commercial decisions).  
Also, on issues such as firmness (where costs are unpredictable and potentially highly 
significant) comfort on cost recovery is a prerequisite for offering a market friendly firmness 
regime.  

83. What’s the approach that ENTSO-E has taken? 

Broadly speaking, ENTSO-E has tried to identify the categories of costs which the network 
code could give rise to.  For each of those categories, we have tried to say who will be 
responsible for bearing the costs.  Where the costs will require regulatory approval, we have 
tried to facilitate this approval.  This includes being willing to provide forecasts of costs where 
possible and having processes to review costs ex-ante to ensure they were efficiently 
incurred.  This is an issue which we continue to discuss with regulators.  

84. How should the costs be recovered for: 
 

a. Establishing and amending the day-ahead and intraday process?  

As described in Articles 88 and 89, the costs for establishing and amending the day-ahead 
and the intraday process shall be supported by the Market Coupling Operator. System 
Operators can contribute to a part of it, under agreement of the Market Coupling Operator 
and approval by the National Regulatory Authorities. The costs supported by the System 
Operators shall be recovered via a mechanism defined by the National Regulatory 
Authorities. 

b. Establishing and operating the coordinated capacity calculation process?  

As described in Article 90, each System Operator shall support its own costs for establishing 
and operating the capacity calculation process. These costs shall be approved by the 
National Regulatory Authority and recovered via appropriate national mechanisms defined by 
the National Regulatory Authority. 

c. Operating the day-ahead and intraday process?  

As described in Article 91, all the costs for operating the day-ahead and the intraday process 
shall be recovered from Market Operators. 

FORWARD MARKETS 

85. Why is forwards not covered in the code? 



 

Page 60 of 71 

ENTSO-E AISBL  •  Avenue Cortenbergh 100  •  1000 Brussels  •  Belgium  •   Tel +32 2 741 09 50  •  Fax +32 2 741 09 51  •  info@entsoe.eu  •  www.entsoe.eu

European Network of 
Transmission System Operators 

for Electricity 

 

DRAFT CACM NETWORK CODE – SUPPORTING DOCUMENT 

The European Commission and ACER have agreed to ENTSO-E proposal to schedule the 
starting date of the code in October 2012. It should be considered that our internal resources 
are still fully engaged in the drafting of this CACM code work and the relative engagement of 
stakeholders. We also believe that the forward market code will benefit from a scoping 
period, which can consider, among other things, the recently released EC-commissioned 
study on long term transmission rights as well as the public consultation planned by ACER 
for this summer (which will focus on harmonization of auction rules, nomination procedures, 
platforms and possible introduction of Financial Transmission Rights). 

86. When will it be tackled? 

The official request from the European Commission to ENTSO-E to start drafting the network 
code on forward markets is expected on the 1st October 2012. If this timeline is confirmed, 
the forward markets code will be submitted for consultation in Q2 2013. In the meantime 
ENTSO-E is starting its preparatory work and engaging with stakeholders. We intend to form 
a stakeholder group of experts similar to the one established for this code. 



 

 

ANNEX 2: ASSESSMENT OF THE DRAFT CACM NETWORK CODE AGAINST THE 

REQUIREMENTS OF THE FRAMEWORK GUIDELINE 
 

  

REQUIREMENT OF THE FRAMEWORK GUIDELINE EXTENT TO WHICH THE PROVISION IS MET 

1.2 The CACM Network Code(s) shall set out deadlines for the implementation, for the 
different timeframes and across the European Union, of the target model for CACM as 
defined in these Framework Guidelines, with 2014 as the overall deadline for the 
completion of the Internal European Market. 

The Day Ahead and Intraday Market Sections set deadlines for the (development 
and) implementation of the Price Coupling and the Continuous Trading Matching 
Algorithms; (cf. Articles 44 and 62). With the NC’s foreseen entry into force in 
Q4/2013, the overall deadline for the completion of the IEM can be met by the Code 
(note: long-term timeframe is not covered in this NC). 

1.2 The CACM Network Code(s) may provide for transitional arrangements for the day-
ahead and the intra-day markets of island systems with central dispatch 

This provision is subject to proposal from regulators.  To date no proposal has been 
received.  Article 107 is included as a place holder in case information is provided.   

1.2 The CACM Network Code(s) may also provide for transitional arrangements allowing: 

- regional platform for the allocation and for anonymous secondary trading of long-
term transmission rights to operate, as indicated and subject to the conditions 
specified in Sections 4.1 and 4.2; 

- direct explicit access to the intra-day capacity,  

- alternative compensation arrangements, 

 
‐ Consistent with the letter from the European Commission requesting ENTSO-E 

to begin work on the CACM network code, long-term rights are not covered. 
Regional platforms and secondary trading will be dealt with in the upcoming 
forward markets network code 

 
‐ Direct explicit access to intraday capacity is treated in Articles 95-99.   
 
‐ Alternative compensation arrangements will be dealt in the forward markets 

network code 

1.3 The CACM Network Code(s) shall contain a section with a glossary and definition of 
words and expressions adopted. 

The glossary is contained in Article 2.  

1.4 The CACM Network Codes(s) shall provide that ENTSO-E or TSO(s), as relevant, 
submit to ACER, without delay, all the relevant documents related to the opening of 
any approval procedure by NRA(s), as laid down in these Framework Guidelines. The 
relevant NRA(s) shall inform ACER of the outcome of such procedures. The 

Obligations in the network code have been drafted to apply to NRAs, except in cases 
where ACER already has powers. In cases where a process requiring regulatory 
approval is specified, steps have been taken to ensure that information is submitted to 
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competences of ACER as defined in Articles 4, 7 and 8 of Regulation (EC) No 
713/20093 shall remain unaffected. 

ACER in a timely manner.  

 

Capacity Calculation Methods 

 

2.1.1 The CACM Network Code(s) shall require the use of either a Flow-Based (FB) 
method or an Available Transfer Capacity (ATC) method for capacity calculation at 
each zone border for a given timeframe. 

This point is covered in Article 23 (Capacity Calculation Methods): 
Capacity Calculation shall be carried out using either the Flow Based Approach or the 
Coordinated NTC Approach. 

2.1.1. Both methods shall make use of locational information on relevant generation and 
consumption units, through a detailed common grid model and ensure compliance 
with legal provisions for transparency. 

This point is covered Section 5 when describing the Individual Grid Model, the 
Common Grid Model and the European Merging Function. Section 6 describes 
transparency requirements related to capacity calculation process and monitoring 
reporting, which are not covered in other existing legal proposals on transparency 
(e.g. FEDT) 

2.1.1 Both methods shall be described in the CACM Network Code(s). This is covered with the detailed description of the capacity calculation inputs, the 
capacity calculation methods and capacity calculation process:  this is the whole 
chapter 1, especially sections 2, 4 and 5.  

2.1.1 The CACM Network Code(s) shall foresee that the practical usage of the FB 
calculation and allocation starts only after market participants have been consulted 
and allowed sufficient time for their preparation and for a smooth transition to the new 
arrangement. 

This is covered in Article 23.2 (d) where there is an explicit prerequisite that “Market 
Participants have been provided with sufficient time to adopt their processes”. 

2.1.1 Long-term capacity calculation methodologies shall be fully compatible with the 
adopted short term capacity calculation 

This requirement is met by definition, since all combinations of ATC and FB in long 
term and short term are compatible. However, this draft code is dedicated to Day-
Ahead and intraday timeframes.  

2.1.1 In cases where different capacity calculation methods are applied on different borders 
of the  same zone, the CACM Network Code(s) shall thoroughly describe the required 
solution in order to ensure technical and operational feasibility, neither reducing social 
welfare nor operational security in the network. In particular, the CACM Network 
Code(s) shall specify the coordination of ATC and FB methods. 

This is mainly covered in Article 26 (The Spilt of Capacities)  

2.1.1 The CACM Network Code(s) shall stipulate that the capacity calculation methods, 
including the approach to assess the required security margins and to split capacity 
between interdependent borders, are submitted to the relevant NRAs for approval. 

This is covered with article 26 (The Split of Capacities) article 11 (Methodology To 
Determine Required Inputs) and article 24 (Capacity Calculation Methodology). 
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2.1.2 The CACM Network Code(s) shall ensure that the process for determining the 
common grid model and common base case does not discriminate between 
exchanges internal to a zone and cross-border (cross-zonal) exchanges. 

As the Common Grid Model is the way how the security of the grid is achieved, it shall 
reflect the best forecast of real time conditions to compute accordingly possible cross 
border exchanges possibility, This is why TSOs will have to also perform the best 
forecast for both internal exchanges and cross border exchanges. These issues are 
addressed  in section 5, especially in article 28 (Creation of the Common Grid Model) 

This point is also ensured by the Objectives of Capacity Calculation (article 7), where 
social welfare promotion and non-discrimination are explicitly mentioned. 

2.1.2 The CACM Network Code(s) shall ensure that the description of the capacity 
calculation method is made publicly available by the relevant TSOs and that it 
contains a detailed and clear explanation of the common grid model, of the security 
assessment methods and the level of security margins and where applicable, of the 
critical branches taken into account. 

This is ensured via the provisions in article 31 (Information on the Capacity 
Calculation Process). 

2.1.2 The CACM Network Code(s) shall ensure that, in order to cope with variations in 
network use during the day, available maximum flows (for the FB method) or available 
transmission capacity (for the ATC method) shall be reassessed sufficiently often 
within the intraday time frame, in accordance with the timing of the allocation method. 

This is covered with article 8.3 (Capacity Calculation Timeframes), which states that 
all System Operators of each Capacity Calculation Region shall update Cross Zonal 
Capacities in Intraday based on the latest information and  guidance for frequency of 
update is given. 

2.1.3 The CACM Network Code(s) shall require that the TSOs establish one or more 
common grid models suitable for community-wide application. 

This is covered with article 6.3 (Functions within the Capacity Calculation) where is 
foreseen that all System Operators shall establish a single European Merging 
Function and guarantee the uniqueness of results across Europe and with article 28 
(Creation of the Common Grid Model). 

2.1.3 As a minimum, each common grid model shall cover an area appropriate for the 
capacity calculation method used, at least the synchronous area. 

This is also covered with Article 6. 3 (Functions within Capacity Calculation) and 
article 9.( Determination of Capacity Calculation Regions). Common grid model will be 
European and capacity calculation shall occur in regions, where same capacity 
calculation method will be applied  

2.1.3 The common grid model(s) shall include a detailed description of the transmission 
network including the location of generation units and demand. 

Covered with article 16 (Individual Grid Model data), article 18 (Delivery of Individual 
Grid Model Data) and article 20 (Individual Grid Model): the Individual Grid Model 
shall consist of best forecasts of system conditions, covering the relevant part of the 
European power system for capacity calculation. 

 

Bidding Zones 
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2.2 The CACM Network Code(s) shall define a zone as a bidding area, i.e. a network area 
within which market participants submit their energy bids day-ahead, in intraday and 
in the longer term timeframe 

This is covered by Article 33 (Determination of Bidding Zones) which states that 
Bidding Zones shall be consistent for all Capacity Calculation Timeframes and that 
each generation and load unit shall belong to only one Bidding Zone for each Market 
Time Period. 

2.2 The CACM Network Code(s) shall ensure that, when defining the zones, the TSOs 
are guided by the principle of overall market efficiency. 

This is covered by Article 33 (Determination of Bidding Zones) and Article 34 (Criteria 
to Define and Assess the Efficiency of Alternative Bidding Zone Configurations). 
Efficient congestion management and social welfare enhancement are explicit 
objectives. 

2.2 The definition of zones shall further contribute towards correct price signals and 
support adequate treatment of internal congestion. 

This is ensured by Article 33 (Determination of Bidding Zones) and Article 34 (Criteria 
to Define and Assess the Efficiency of Alternative Bidding Zone Configurations), in 
particular in paragraph 2, where point (c) relates to congestions and point (f) to 
market efficiency, liquidity and correctness of price signals. 

2.2 Zone definitions concern all timeframes: long-term, day-ahead and intraday. 
Moreover, zone delimitations should be coordinated with balancing zones. 

This is ensured by article 33.1 (e), which refers to all Capacity Calculation timeframes 
and article 34.1, where requirement for sufficiently stable and robust over time is set 
for Bidding Zones. 

2.2 The CACM Network Code(s) shall provide that TSOs propose the delimitation of 
zones for subsequent approval by the relevant NRAs. 

This is stated in article 38 (Regional Process for Bidding Zone Configuration), and 
summarised in points (a) and (b) of 38.1. Furthermore, article 35 (Biennial Report on 
Current Bidding Zones) requires (article 35.4) request NRAs to approve the current 
Bidding Zones based on the first biennial report. 

2.2 The assessment shall be prepared in a region-wide coordinated way, also taking into 
account possible impact on other zones in the respective region 

This is explicitly covered by article 38 (Regional Process for Bidding Zone 
Configuration), in article 38.4 - 38.6 where  proposal for geographical area is defined 
and confirmed by NRAs and articles 38.7 - 38.10 where regional process to execute 
the study and approval by NRAs is described..    

2.2 The CACM Network Code(s) shall envisage that the relevant TSOs repeat the 
assessment when network topology or patterns of generation and load, or local 
energy situations (deficits or surplus) are significantly changed or if it is necessary to 
ensure system security. 

 A regional process is launched  based on article 38 (Regional Process for Bidding 
Area Configuration) paragraph 38.4  and specifically in paragraph 38.4(e)   

2.2 NRAs shall assess the delimitation of zones against the criteria of overall market 
efficiency. In case a change in the zone delimitation is foreseen, it is of the utmost 
importance that market participants be consulted and have sufficient time to prepare. 

This is covered by article 38 (Regional Process for Bidding Zone Configuration) and 
article 34 (Criteria to Define and Assess the Efficiency of Alternative Bidding Zone 
Configurations): paragraph 38.10 describes the process related to NRAs, including 
market participants’ consultation and applied criteria.  

2.2 Detailed information on internal and cross-border congestion and limiting constraints 
(exact location, exact hour of congestion) shall also be reported to the relevant NRAs. 

This is foreseen to be done through article 35. (Biennial Report on Current Bidding 
Zones) and article 36 (Biennial Technical Analysis), where the analysis shall include, 
among others, a list of structural congestions and major congestions, including their 
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location and frequency 

2.2 The CACM Network Code(s) shall require TSOs to submit every two years, on a 
regional basis to the responsible NRAs and to the Agency, an analysis of the current 
zone delimitation based on detailed data on redispatching/countertrade costs and 
structural congestion. 

This is foreseen to be done through article 35 (Biennial Report on Current Bidding 
Zones) and article 36 (Biennial Technical Analysis), where the analysis should 
include, among others, congestion revenues, cross border firmness cost, internal and 
cross border redispatching cost for each bidding zone and list of structural 
congestions. 

2.2 The CACM Network Code(s) shall foresee stable and robust zones over time. This is covered by article 34.1 (Criteria to Define and Assess of Alternative Bidding 
Zone Configurations), which states that bidding zones shall be sufficiently stable and 
robust over time. 

 

The Day Ahead Market 

 

3.1 The CACM Network Code(s) shall foresee that TSOs implement capacity allocation in 
the dayahead market on the basis of implicit auctions via a single price coupling 
algorithm which simultaneously determines volumes and prices in all relevant zones, 
based on the marginal pricing principle. 

Article 44 requires the development, maintenance and operation of a single Price 
Coupling Algorithm (PCA). The Market Coupling Operator shall develop the PCA 
based on a set of requirements from System Operators (TSOs) and Market Operators 
(PXs) according to this Article.  

The PCA shall simultaneously determine clearing prices and volumes (net positions) 
for each relevant Bidding Zone and Market Time Period (Article 46(2)). These implicit 
auctions shall be based on the marginal pricing principle (cf. Article 43(1b)). 

 

3.1 The implementation shall take into account the role of the power exchanges (PXs) 
and shall require the harmonisation of day-ahead bidding deadlines. 

Market Operators have a role in the development of the Price Coupling Algorithm and 
the operation of the Day Ahead Electricity Market. Functions normally carried out by 
PXs are addressed in Article 39 (Market Operator) and Article 75 (Central Counter 
Party).  

The CACM NC foresees a harmonized Day Ahead Market Gate opening time at D-1, 
11:00 and Day Ahead Market Gate Closure Time at D-1 noon (i.e. the day ahead at 
12.00 CET respectively CEST) according to Article 53.  

3.1 If there is insufficient transmission capacity to enable all requested trades, calculated 
zonal prices shall differ. 

The PCA shall respect network constraints; this implies that whenever network 
constraints between Bidding Zones are binding the zonal prices calculated as outputs 
of the PCA (Article 46) will differ. 
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3.1 The single price coupling algorithm calculates volumes and prices for all bidding 
areas and for each time unit 

Article 46(2) requires minimum outputs of the PCA, amongst others: 

‐ Clearing prices for each bidding zone and market time period 
‐ Net position for each bidding zone 

3.1 This means that there can only be one price calculated per bidding area and per hour. Article 43(1b) requires the PCA to generate results per Bidding Zone per Market Time 
Period. The (minimum) results are defined in Article 51(1) and comprise, amongst 
others, the clearing price for each Bidding Zone and Market Time Period. 

3.1 The algorithm shall allow for block bids and any other products that are deemed 
feasible and appropriate. 

The PCAs ability to allow for multi-hour and hourly products as well as for compatible 
products covering parts of an hour is contained in Article 48(1). Appropriateness of 
products is ensured by periodical (at least biannual) consultations by Market 
Operators with Market Participants, as long as suggested products are compatible 
with the PCA (Article 48(2)). 

3.2 The CACM Network Code(s) shall define the price of transmission capacity between 
zones (when congestion occurs) as the difference between the corresponding day-
ahead zonal electricity prices. 

The PCA shall respect network constraints; this implies that whenever network 
constraints between Bidding Zones are binding the zonal prices calculated as outputs 
of the PCA (Article 46) will differ. Price differences can be derived from the prices 
calculated for each Bidding Zone. 

3.2 In addition to congestion pricing, CACM methods for the day-ahead market shall 
provide the necessary elements for the establishment of price references for the 
forward market. 

The unique and reproducible clearing prices determined by the PCA for each Bidding 
Zone and Market Time Period can serve as reference prices for the Forward Market 
(which is not part of the current code). 

3.3 The CACM Network Code(s) shall provide that reduction of allocated capacity may 
only be used in emergency situations and force majeure, and when all other means 
are exhausted (reduction of allocated capacity shall be a last resort measure). 

Article 84 requires entering into a Force Majeure or Emergency Situation before 
System Operators have the right to curtail Cross-Zonal Allocated Capacities in a 
coordinated manner having liaised with all directly affected System Operators. 

3.3 Market participants shall not be affected and PXs shall not bear additional costs 
deriving from a reduction in allocated capacity. 

Article 93(1) states that firmness costs shall be borne by System Operators and 
efficiently incurred firmness costs be recoverable via a mechanisms established by 
NRAs (Article 93(2)). 

 

The Intraday Market 

 

5 The CACM Network Code(s) shall set out all necessary provisions for the 
implementation of the pan-European intraday target model supporting continuous 
implicit trading, with reliable pricing of intraday transmission capacity reflecting 

This is covered in the whole section on Intraday, which reflects the general objectives 
and principles in the “whereas” sections. The continuous trading algorithm is 



 

Page 67 of 71 

European Network of
Transmission System Operators 

for Electricity 

 

DRAFT CACM NETWORK CODE – SUPPORTING DOCUMENT 

congestion (i.e. in case of scarce capacity) described in articles 61 to 64. Pricing of capacity is described in article 72. 

5 The method for pricing capacity and the allocation of congestion rents shall be subject 
to approval by the NRAs concerned. 

This is dealt in Article 72 (Pricing of Intraday Capacity), in particular in paragraph 4. 

5 As a transitional measure, direct explicit access to the capacity will also be allowed, 
subject to the approval by the relevant NRAs and the conditions defined further 
below. 

Explicit access to intraday capacity is defined in Article 96 (Explicit Allocation) and 
further detailed in Articles 97 to 99. 

5 The CACM Network Code(s) shall define a harmonised gate closure time for intraday 
crosszonal trade and ensure that generation scheduling processes are compatible 
with the intraday target model to facilitate cross-zonal trade. 

This is covered by Article 67 (Operation of the Intraday Market). Paragraph 5 
prescribes that the gate closure time shall be set at maximum one hour prior to real 
time. While setting a minimum standard, we believe the code should leave room for 
future improvements (gate closures closer to real time) without the need to amending 
the code. 

5 The CACM Network Code(s) shall also envisage that, where there is sufficient 
liquidity, regional auctions may complement the implicit continuous allocation 
mechanism. 

Article 71 (Complementary Regional Auctions) defines the conditions for 
implementation of regional auctions and NRAs role in reviewing and approving them. 

5 Where implemented, implicit auctions should have adequate bidding deadlines8 to 
provide the necessary flexibility to the market and be coordinated with, and linked to, 
the pan-European target model. 

This is covered in the conditions of Article 71, in particular paragraph 1, point (d). 

5 To implement the pan-European target model, the CACM Network Code(s) shall 
require the development of a pan-European shared order book function and a pan-
European capacity management module. 

In the network code, functions have been defined to describe the process and clearly 
separate the different roles. As a consequence, the words „CMM“ and „SOB“ were not 
used as such in the body of the document, but were replaced by the functions of 
„System operator“ and „Market Coupling operator“. 

In any case, the operation and functioning of the pan-European target model are 
described in Section 3 “The Intraday Market Process”, Articles 66 to 72. 

5 The CACM code(s) shall ensure that all cross-zonal intraday capacity is allocated via 
the pan-European platform and that there is a one-to-one relationship between the 
pan-European shared order book function and the capacity management module 

The operation and functioning of the pan-European target model are described in 
Section 3 “The Intraday Market Process”, Articles 66 to 72 

5 This capacity management module needs to be coordinated with the general capacity 
calculation for other timeframes (in particular day-ahead). 

This is ensured through the set of requirements provided by System Operators to 
market Coupling Operator, as defined in article 62 (Continuous Trading Matching 
Algorithm Development).  

5 The CACM Network Code(s) shall set out a process for TSOs to establish clear rules 
on the process and timings for the coordinated recalculation and updating of intraday 
capacity. These rules shall be developed in consultation with market parties and 

This process is described in Article 66 (Capacity Calculation And Network 
Constraints) 
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subject to approval by the relevant NRAs. 

5 The CACM Network Code(s) shall ensure that the shared order book function is 
provided with the bids submitted to all participating PXs and intraday platforms and 
real-time information on available transmission capacity. 

This process is covered by Article 67 (Operation of the Intraday Market) and Article 66 
(Capacity Calculation And Network Constraints), where the interactions of the Market 
Coupling Operator with the bids received by Market Operator and the network 
constraints provided by System Operators are described. 

5 The shared order book function shall include one unique algorithm which performs 
automatic matching of all bids, including appropriate block bids. 

The outputs of the Algorithm are defined in Article 64. Products accommodated (at 
least covering hourly, multi-hourly and parts of an hour) are described in Article 65. 

5 The CACM Network Code(s) shall specify requirements regarding efficient capacity 
allocation and pricing. 

This is covered through Article 61 (Objectives of the Continuous Trading Matching 
Algorithm), where maximization of economic surplus is the first requirement. 
Additionally, pricing is also dealt in Article 72 (Pricing of Intraday Capacity). s 

5 The rules for matching and accepting bids shall meet these requirements, avoid 
undue discrimination in matching the different types of intraday products and be 
subject to approval by the relevant NRAs. 

This is also covered in the objectives set out in Article 61: point (f) aims at avoiding 
undue discrimination. NRAs approval procedure of the matching algorithm is 
described in Article 62 (Continuous Trading Matching Algorithm Development). 

5 Where needed, sophisticated products shall be developed by PXs in close 
cooperation with TSOs and in consultation with market parties and be subject to 
approval by the NRAs concerned. 

Sophisticated products are dealt with in Article 97 (Removal of Explicit Allocation). 
According to this Article, NRAs have to approve proposal submitted by Market 
Operators in cooperation with System Operators. 

5 The CACM Network Code(s) shall foresee that the allocated intraday capacity is firm, 
and that the use of intraday capacity is obligatory when allocated. 

Firmness of Intraday Capacity is prescribed by Article 84. 

5 Intraday allocation and trade foreseen in the CACM Network Code(s) shall be 
coordinated by the affected TSOs with redispatching/countertrade and with (cross-
border) balancing markets, while being guided by the principle of overall efficiency. 

This is ensured via the objective of the Algorithm (Article 61): maximization of 
economic surplus, respect of network constraints and cross-zonal capacities, and 
avoidance of undue discrimination. Redispatching and Countertrade are dealt in 
Article 22 as well as in Article 93 (Costs of Ensuring Firmness). 

5 In order to increase liquidity while taking advantage of all trading possibilities enabled 
by the transmission system, the intraday mechanism shall avoid market 
segmentation. 

This is ensured via the objective of the Algorithm (Article 61): maximization of 
economic surplus and avoidance of undue discrimination. Concrete mechanisms will 
anyway have to be approved by NRAs. 

5 The CACM Network Code(s) shall foresee that efficient arbitrage across timeframes is 
possible but shall prevent abuse. 

This is ensured via the objective of the Algorithm (Article 61): maximization of 
economic surplus and avoidance of undue discrimination. Concrete mechanisms will 
anyway have to be approved by NRAs 

5 Where applicable, as a transitional arrangement, the capacity management module 
may provide direct explicit access (e.g. for bilateral supply OTC contracts) to the 
capacity. 

Explicit access to intraday capacity is defined in Article 96 (Explicit Allocation) and 
further detailed in Articles 97 to 99. 
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5 As a minimum, the price and volume of the intraday capacity allocated to OTC 
contracts shall be made public. The price and volume of each OTC contract allocated 
intraday capacity shall be made available to the concerned NRAs. 

Article 99 (Explicit requests for capacity) mandates that the price and volume of 
Explicit Allocated Capacity shall be made publicly available. 

5 On borders where explicit access has been allowed, if sophisticated products meet 
the needs of market parties, they shall replace direct explicit access to the capacity. 

This is dealt in Article 97 (Removal of Explicit Allocation), in particular in paragraph 1. 

5 The removal of direct explicit access for each border shall be subject to consultation 
with market parties and then approval of the relevant NRAs. 

This is dealt in Article 97 (Removal of Explicit Allocation), in particular in paragraphs 2 
and 3. 

 

General Issues, Requirements & Provisions 

6.1 The CACM Network Code(s) shall define a common timetable (including publication of 
available capacity, gate closure where applicable, publication of results and, when 
applicable, ex post analysis) for day-ahead and intraday timeframes respectively. 

The network code contains a common timetable for undertaking capacity calculation, 
for the Day Ahead market (e.g. gate closure) and the Intraday process.  

6.2 A common definition of force majeure shall be given in the CACM Network Code(s) to 
be used in all capacity allocation rules (including auction rules, market coupling rules, 
rules for continuous trading). 

Force Majeure principles are included in the whereas. As explained in Chapter 4.3 of 
this document, we do not consider appropriate to include a common definition of force 
majeure in the binding provisions of the code.  

6.3 The CACM Network Code(s) shall ensure that TSOs implement coordinated cross-
border redispatching/countertrade at least at regional level, with a fair allocation of 
congestion costs between countries/zones. It shall be coordinated with control-area 
internal redispatching/countertrade. 

Coordinated cross border redispatching and countertrading are tackled in Article 22. 

6.3 The coordination of redispatching/countertrading measures shall be based on the use 
of a common grid model and the relevant data shared among all concerned TSOs. 

The Common Grid Model is explained in Article 28 

6.3 Redispatching shall be conducted on the basis of its efficiency. The CACM Network 
Code(s) shall oblige each TSO to ensure that the pricing of generation capacity 
reservation does not distort the market and to coordinate capacity reservation 
conditions. 

Article 22 requires information to be provided to facilitate an assessment of efficiency.  

6.4 The CACM Network Code(s) shall provide that curtailments of cross-zonal 
transactions is applied only in emergency situations and ensure that the affected 
TSOs avoid any discrimination between the different types of commercial exchanges, 
between the relevant time frames and between exchanges internal to countries and 
cross-border exchanges. 

The firmness rules specified in the network code meet this provision. 
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6.4 Other measures, such as redispatching and countertrading, shall be considered 
before curtailing capacities and the most efficient solution shall be applied. 

Redispatching and Countertrade are dealt in Article 22 as well as in Article 93 (Costs 
of Ensuring Firmness). 

6.4 Congestion rents shall be used, inter alia, for guaranteeing the firmness of allocated 
capacity rights, in particular through the activation of coordinated/countertrade 
actions. 

The use of congestion rents is already defined in existing legislation.  The network 
code does not stipulate the mechanisms used to recover costs. 

6.4 TSOs shall ensure, on a coordinated basis, that enough redispatching/countertrade 
means are available for ensuring firmness 

This is covered by article 22 (Redispatching and Countertrading), article 93 (costs of 
ensuring firmness), article 94 (Recovery of the Costs of Costly Remedial Actions 
Considered in Capacity Calculation) 

6.4 Capacities shall be firm. After the nomination deadline, physical firmness is the 
preferred approach, but financial firmness may be accepted in case of explicit 
auctions. 

This will be tackled in the forward markets code. 

6.4 The CACM Network Code(s) shall require that, except in the case of force majeure, 
capacity holders shall be compensated for any curtailment. Compensation shall 
generally be equal to the price difference between the concerned zones in the 
relevant time frame. 

This will be tackled in the forward markets code. 

6.4 As a derogation to the general compensation rule, on some borders and subject to 
approval bythe relevant NRAs, caps on the compensation may be introduced: 

- in the case of curtailment announced before the nomination deadline; 

- in the case of curtailment announced before a reasonable lead-time defined by the 
concerned NRAs, taking into the account the liquidity of the relevant markets and the 
possibility for grid users to adjust their cross-border positions; 

- for curtailments of long duration. 

This will be tackled in the forward markets code. 

6.4 The CACM Network Code(s) may also provide that, until the introduction of day-
ahead market coupling, alternative compensation arrangements apply as a 
transitional measure. These transitional arrangements shall be fair, transparent and 
non-discriminatory. 

This will be tackled in the forward markets code. 

6.4 The CACM Network Code(s) shall define a certain period of time ahead of capacity 
allocation during which capacity announced for an auction (explicit or implicit) can no 
longer be changed. This time period shall be subject to approval by the NRAs 
concerned. 

This is covered in articles 81 and 82 which specify how day-ahead firmness deadline 
is defined and approved. 

6.4 The CACM Network Code(s) shall foresee that capacity which cannot be used as a 
consequence of a force majeure event shall be reimbursed on the basis of the initial 

Article 85 (Firmness in the case of force majeure or emergency situations) is 
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price paid. compliant with this provision. 

6,5 The CACM Network Code(s) shall ensure that the TSOs and PXs provide all the 
necessary data to the NRAs and ACER, to enable all necessary monitoring and 
supervision of the areas covered by these Framework Guidelines. 

Throughout the code, obligations on System Operators and Market Operators to 
provide the necessary data to national regulators are laid down.  

 

 


